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Crime and Drugs

Handling. The UK fought to put drugs on the agenda, Japan added the reference to
amphetamines. No opposition: US scepticism about the conference fell away once we
explained what it was about (they had feared it might spark a legalisation debate).

Key Points

e Glad we are returning to tackling drugs this year - believe G8 must show leadership in

this area. Experts have agreed a good package of measures on:

restricting illegal trade in chemical precursors — the key ingredients of drugs like

heroin and cocaine;

tackling the increasing threat from synthetic drugs, including amphetamines: know
this is a particular problem for Japan;

working harder on assets confiscation — there should be no hiding place for traffickers

or the proceeds of their crime;

Pleased you support conference in the UK in February on the Global Economy of Illegal

Drugs. Purpose will be to help equip policy makers/law enforcement agencies with better

understanding of drugs markets and their weaknesses.

Thesis is that we need to think about cartels and traffickers as successful global
multinationals run by entrepreneurs making rational business decisions. Understanding

the market helps law enforcement agencies take actions that recover the proceeds of

crime; reduce financial incentives for traffickers; and drain the lifeblood of the industry.

Conference would include law enforcement officials; financial institutions (public and

private) and international experts in the field. Questions they will address include:

how to disrupt drug traffickers’ networks by penetrating their illegal markets;

how can taxation be better used to remove criminal proceeds and drain the lifeblood of the
industry;

what kind of legislation is required to better target the proceeds of crime and remove the
profit motive;

how does assets seizure compare as a disincentive to trafficking compared to more traditional

interventions (product seizure threat of imprisonment);
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Additional Points

Must use our influence to ensure UN Transnational Organised Crime Convention

concluded and implemented this year.

Information society has potential to bring great benefits; but also opportunities for

criminals. Can work together — through Lyon Group — to tackle high tech crime. Some

difficult domestic issues: tackling hi-tech crime vs preserving privacy.

Dover disaster highlighted the emerging threat of people trafficking
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Crime and Drugs — Background

. Handling. We have largely set the agenda on drugs — the communique text
drawing on a UK paper which focussed on key areas for G8 activity to
complement other international efforts: i) stifling the illegal trade in precursor
chemicals (used to make cocaine, heroin etc); ii) more cooperation to tackle
synthetic drugs (the Japanese are particularly concerned about amphetamines); iii)
additional work on assets confiscation; related to iv) a new markets based
approach to tackling the global economy of drugs. i) and ii) will be taken by G8
and other experts in a meeting in Japan with UK as co-chair, iii) will largely be
taken on by the G8’s Lyon Group, and iv) will be the subject of an international
conference in the UK early next year. The UK conference will follow similar
principles to the recent PIU report on tackling the proceeds of crime. The UK
conference proposal, and FCO/PIU/Keith Hellawell initiative, is aimed at better
understanding how illegal markets function and sharing analysis of how to disrupt
them. We want to strengthen the capacity of governments to identify and exploit
vulnerabilities in the illegal drugs market.

. US objected at the last moment to our proposal to have a conference on the
economics of the global drugs industry — their objection based largely on a
misunderstanding of the proposal and a belief that it might fuel debate within their
domestic lobby about legalisation of soft drugs. [However, now we have clarified
our intentions they now backed down and agreed the conference.]

. G8 work on crime has been focussed on the UN Transnational Organised Crime
Conventions and its three Protocols on firearms, alien smuggling and trafficking
in human beings. G8 influence has been important in shaping the development of
these instruments. They set out criminal offences in specific areas such as
organised criminal activity and illicit manufacture and trafficking of firearms and
also provide for enhanced mutual legal and law enforcement co-operation. The
aim is to complete the negotiations by late 2000. It may be necessary to delay one
or two of the Protocols in order to ensure that there is sufficient negotiating time
in the UN for the Convention.

. Work in the G8 Lyon Group and a high profile meeting of regulators, law
enforcement officers and industry representatives in Paris in May have taken
forward the agenda on high tech crime. Firming up international action to tackle
it is a top priority for future Lyon Group meetings. There is a reference to the
crime aspects in the Okinawa IT Charter.

. For the future, we have pushed for the G8 to get in early and play a full part in
shaping the proposed UN instrument on corruption. The G8 Lyon Group will be
mandated at Okinawa to take this work on.




Toward a 21* century of deeper peace of mind

Crime and Drugs

Everyone deserves a life free from the threat of crime. Rapid globalisation
has opened up new opportunities for pursuing more fulfilling lives. But it
has also created new room for criminal exploitation, challenging the basic
rules of our social, economic and political systems. We reaffirm our
support for the adoption by the end of 2000 of the United Nations
Transnational Organised Crime Convention and three related Protocols on
firearms, smuggling of migrants and trafficking in persons for the
establishment of an effective legal framework against transnational
organised crime (TOC). We are particularly concerned to fight against
those who organise and take advantage of illegal immigration and human
trafficking. We appreciate the work undertaken by the Lyon Group in the
fight against TOC, and request them to report back to our next meeting. We
also endorse the results of the Moscow G8 Ministerial Conference on
Combating Transnational Organised Crime.

We must take a concerted approach to high-tech crime, such as cyber-
crime, which could seriously threaten security and confidence in the global
information society. Out approach is set out in the Okinawa Charter on
Global Information Society. Taking this forward, we will promote dialogue
with industry, including at the joint Berlin meeting in October. We
welcome the results and the momentum created by the
Government/ Industry Dialogue on Safety and Confidence in Cyberspace in
Paris, and look forward to the second High-level meeting on High-tech
Crime with industry to be held in Japan.

We reaffirm our concern at the increasing global threat posed by the
trafficking and use of illegal drugs. We remain committed to reducing
demand in our own countries, and to countering the threat from the
production and trafficking of illicit drugs globally. We will work with
other countries, the UN system and other groups to reduce both supply and
demand. We will support regional initiatives to end narcotics production
and trafficking. We urge universal implementation of the conclusions of
the 1998 UN Special Session on countering the world drugs problem. We
are also committed to strengthening international co-operation to:

- combat the illicit diversion of precursor chemicals for the production




of illegal drugs;

address the growing new threat from amphetamines and other synthetic
drugs, and will convene an ad-hoc meeting of drugs experts by the end
of this year;

accelerate the pace of work on asset confiscation;

examine, by means of an international conference hosted by the UK,
the global economy of illegal drugs.

Financial crime, including money laundering, poses a serious threat to our
economies and societies. We hereby declare our commitment to take all
necessary national and international action to effectively combat financial
crime, in line with international standards.

We renew our commitment to combat corruption. We stress the need for
transparency in government in this regard, and call for the ratification and
effective implementation of the OECD Anti-Bribery Convention by all
signatory parties. Working with other countries, we will prepare for the
launch of negotiations in the United Nations on a new instrument against
corruption, and instruct the Lyon Group to pursue work on this issue. We
look forward to the Second Global Forum to be hosted by the Netherlands
as a continued response to our call at Birmingham.

Enhanced investigation and prosecution of crime required enhanced
judicial co-operation. We direct our experts to find ways to do so.

We must assist capacity-building efforts in the more vulnerable
jurisdictions to strengthen their criminal justice systems, in order to
prevent criminal groups from threatening their social, economic and
political structures and exploiting them as loopholes in the global
framework to fight crime.

We must also protect vulnerable groups and the young in the fight against
crime, and provide particular care for the victims of crime. We reaffirm
the need for effective co-operation among competent authorities and for
measures to be taken in co-operation with civil society.
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Biotechnology and Food and Crop Safety

Handling: Sherpas may not have been able to agree on the International Panel and this
discussion may be critical. You may need to defend our proposal against French attempts to
broaden it into a talking shop for everyone, covering all issues,; and against US attempts to
restrict its scope or challenge its permanence.

e Jacques put GM food on our menu at Cologne. Debate between our officials since then

has contributed to much better understanding between us of the issues.

But public debate concerns me. People must have confidence in food they eat. Concern
in the UK has focussed particularly on GM foods and the environmental impact of GM
crops. Vital to address these (i) for public peace of mind and (ii) future success of

biotechnology.

Edinburgh OECD conference started to get debate back onto a rational basis.

Highlighted the importance of this issue for developing countries: they are potentially

more vulnerable to the risks; and more needful of the opportunities of this new

technology. Must engage them fully.

Convinced that Independent Panel of eminent scientists is right way to ensure public

debate is properly informed by science; must be founded on principles of: scientific

expertise; inclusiveness; transparency and independence.

Science is developing extraordinarily rapidly. Panel will help build consensus on what the

science does and does not tell us. Will not set global rules. But will help develop the

shared international understanding of the science we need.
UN should facilitate the Panel; fits with Kofi Annan’s plans; understand he is interested.

This necessary for public credibility and developing country confidence. Secretary

General can decide which parts of the system to mobilise.
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Defensive Lines to take on supplementary questions:

Panel should include all stakeholders including civil society? (from France/Italy)

Panel should comprise most eminent international scientific experts, representing the full
spectrum of scientific opinion. But must also have credibility with the full range of
stakeholders in civil society as well as government; and will need arrangements for
dialogue with wider range (industry, consumers, governments): eg — through publishing
deliberations on the Web; through seminars etc.

reputable scientists nominated by NGOs and consumer groups should not be denied a
place on the Panel - provided they are prepared to take place in a rational, science-based
discussion of the issues.

our aim is not to ignore or devalue the legitimate broader concerns (beyond science)
which exist, but to provide a common foundation from which these can be addressed.

NGOs and other stakeholders must be fully engaged from the outset, for example in
setting up the Panel. The Panel must have credibility with all these groups.

Panel will need itself to set up arrangements to consult with the full range of stakeholders.

Who would select the Panel? (US)
An open and transparent process is essential. The UN Secretary General should lead this.

Panel should be limited to ad hoc arrangements or undefined, limited “ process”? (US)

An ad hoc arrangement, dealing only with narrow issues, would have minimal impact on
the public debate. It would not be able to pre-empt public concerns with authoritative
scientific advice as new issues emerge or to command a sufficiently high profile.

A limited process or one-off event such as another conference will not meet our
objectives — will look like more G8 prevarication on an issue of major international
concern (to go with “inaction” on HIPC, Climate Change, Trade Round). We should aim
to make a firm commitment to a Panel now.

Can accept a sunset clause - a review of the Panel five years from its establishment.
[could be prepared to lower to three years from establishment]
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Food Safety - Background

1. Handling. We are close to agreement on our key proposal for establishment of an
independent scientific expert panel on GM food and crops. We are treading a fine path
between those that want an inclusive debate addressing the full range of public
concerns (ethical, social, economic, as well as scientific) and the minimalist agenda of
those anxious not to encroach on regulatory processes crucial to their industry.

2. Germany, Russia, Japan, Canada, and the Commission are now behind our
proposal. Italy remains sceptical, based on their negative views on the future of GM
technology generally. France, despite Chirac’s assurance of support he gave you last
month, is continuing to look for wider participation to address issues beyond the
science (ethical, social, etc.). This is not acceptable to the US who will accept only a
science based Panel and are angling for an ad hoc arrangement, for example a
conference of experts, to consider specific issues.

3. At the time of writing Sherpas are working to resolve these differences. There are
many subtleties to the way our model for the Panel is organised. Giving way on
apparently trivial points could easily move us away from our objective of a Panel
which informs the public debate and builds confidence in GM foods and crops.

4. In response to Chirac’s proposal at Cologne for a World Food Safety Council,
Heads agreed a programme of work by OECD on “biotechnology and other aspects of

food safety” of which the Edinburgh Conference on GM food safety earlier this year
was a part. The UK has lead G8 thinking on follow up, our main proposal being a
Panel building on the principles which made Edinburgh a success: scientific expertise,
inclusiveness, transparency, and independence, and drawing on the model of
Intergovernmental Panel on Climate Change. Our model of a Panel facilitated by the
UN system would have ownership of developed and developing countries alike, and
include a broad based spectrum of scientific opinion and expertise to address GM food
safety and crop safety. The Panel’s self-determining, roving mandate, providing
continuing authoritative scientific opinion on areas of consensus, disagreement and
gaps in global scientific understanding, would be crucial to gaining public credibility
and confidence.

5. Other proposals covered in the Communique refer more to food safety generally and
include support for Codex and its standard setting role, and agreement to strengthen
policy dialogue, striking a balance between OECD and WHO/FAO roles to satisfy all
the interests of G8 partners. Only the Panel proposal remains to be agreed.




Life Science

Biotechnology/Food Safety

Maintenance of effective national food safety systems and public
confidence in them assumes critical importance in public policy. We are
committed to continued efforts to make systems responsive to the growing
public awareness of food safety issues, the potential risks associated with
food, the accelerating pace of developments in biotechnology, and the
increasing cross-border movement of food and agricultural products.

The commitment to a science-based, rule-based approach remains a key
principle underlying these endeavours. The on-going work in international
fora to develop and refine such an approach needs to be accelerated. In
particular, we attach strong importance to the work of the CODEX
Alimentarius Commission (CAS), the principle standard-setting body in
food safety, and encourage its Ad Hoc Intergovernmental Task Force on
Foods Derived from Biotechnology to produce a substantial interim report
before completion of its mandate in 2003. We also support the efforts of
the CAC’s Committee on General Principles to achieve greater global
consensus on how precaution should be applied to food safety in
circumstances where available scientific information is incomplete or
contradictory.

Policy dialogue, engaging all stakeholders and including both developed
and developing countries, must be intensified to advance health protection,
facilitate trade, ensure the sound development of biotechnology, and foster
consumer confidence and public acceptance. The report by the OECD Ad
Hoc Group on Food Safety and the work of the Task Force on Novel Foods
and Feeds and the Working Group for the Harmonisation of Regulatory
Oversight in Biotechnology represent a useful step in this direction. We
welcome the further work agreed by OECD ministers. We note with
approval that the OECD will continue to undertake analytical work and to
play an effective role in international policy dialogue on food safety,
maintaining its engagement with civil society and seeking to share its work
in this area with countries outside the organisation’s membership. Drawing
on its comparative advantages, the work of the OECD will effectively
complement the activities of other international organisations, in particular
the FAO and WHO. We also encourage the FAO and WHO to organise
periodic international meetings of food safety regulators to advance the
process of science-based public consultations.




In pursuing this dialogue we will pay particular attention to the needs,
opportunities and constraints in developing countries. We will work to
strengthen our support for their capacity building to harness the potentials
of biotechnology, and encourage research and development as well as data
and information sharing in technologies, including those that address
global food security, health, nutritional and environmental challenges and
are adapted to specific conditions in these countries.

Open and transparent consultation with and involvement of all
stakeholders, supported by shared scientific understanding is a key
component of a credible food safety system. Building on the success of the
OECD Edinburgh Conference, we offer to work closely with the UN and
other relevant international organisations, scientific academies and expert
bodies toward establishment of an independent international panel for
inclusive, science-based consideration of emerging issues in respect of
developments in biotechnology and food and crop safety. We propose that,
drawing on the IPCC (International Panel on Climate Change) model, the
self-standing independent panel would be facilitated by the UN system and
would help integrate the best scientific knowledge available into the
process of international consensus building.
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Environment

Handling. Key interventions here are renewable energy — our public-private task force idea
agreed; and forests - Canada might still be opposing language on domestic procurement
practices.

Key Points

Renewable Energy

Two billion people in developing countries have no electricity. This is a huge barrier to
overcoming health, education and poverty reduction barriers. Clearly cannot close digital

divide without access to electricity.

Development goals dictate that we must tackle this problem. But massive expansion of
traditional energy incompatible with our sustainable development — particularly climate
change — goals. Renewable energy is key to providing developing world with electricity

in an environmentally sustainable way.

Now is the time for us to harness the energy of the private sector and remove barriers to
innovation and enterprise. We must make the challenge to business, International

Financial Institutions and other stakeholders to work together to identify the barriers and

solutions to making a step change in the expansion of renewable energy use.

[Business central to solving this problem. Therefore pleased Shell Chief Mark Moody

Stewart has taken up our offer to co-chair the group with Italy]

Forests/ Illegal Logging

e (8 Action Plan recognises the importance of forests as a key natural resource and the
increasing pressures they are under. But our domestic practices under the microscope.
Procurement policy must promote sustainable forest management wherever possible; and

deter and deter trade in illegally harvested timber.
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Additional Points — as necessary

Climate change
¢ Climate change is possibly the greatest environment threat facing the world today. Kyoto
Protocol was a historic agreement; developed countries for the first time taking on targets

to reduce emissions. Now have to work to bring it into force.

Greening Export Credits

e Working towards common environmental guidelines for export credit agencies within the

. OECD is an important goal as part of our pursuit of sustainable development. It is

essential for the G8 to continue to lead internationally on this issue.
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Environment — Background

Renewable Energy

E;

This UK initiative emerged from a No 10 consultation with NGOs and other stakeholders
on the G8 in December 1999. Its agreement should show that the UK government’s
commitment to participation and transparency can lead to concrete action at the highest
level. All G8 countries support this initiative. Italy has been particularly in favour.
Germany has, at the last minute, expressed concerns that the initiative should not
duplicate the work of the Commission on Sustainable Development.

. There will be two stages to the initiative. The first - to be launched at Okinawa- will call
on key high-level stakeholders to come together in a taskforce to identify barriers and
solutions to increasing the use of renewable energy, especially in the poor communities.
Introducing renewable energy in rural areas gives opportunities for education through
lighting and use of IT and improved health by reducing the use of polluting fuels. The
taskforce will report to G8 Heads and Sherpas in early 2001. The second stage - to take
place later in 2001- will turn these proposals into G8 actions for agreement at Genoa.

[The task force will be co-convened by a public sector representative from Italy and a
private sector representative from a major energy company. We have offered Japan the
initial opportunity to nominate the private sector convenor, but hope they will eventually
accept a UK nominee. |

Forestry/ Illegal Logging

4.

Handling We have proposed language on Government procurement of timber. This is
aimed at addressing the problem of illegal logging through domestic action. Canada and
Russia are likely to resist this, for fear of adversely affecting their own timber exports.
We should continue to push for inclusion, as being crucial for the credibility of the G8
Action Programme.

. The Report on Implementation of the G8 Action Programme on Forests is presented in

the form of ‘highlights’ in each of the five focal areas (illegal logging; monitoring and
assessment; national forest programmes; protected areas and private sector) followed by a
conclusion and individual country reports. There is increasing civil society interest in the
Action Programme, especially illegal logging (Greenpeace, World Wildlife Fund,
Environmental Investigation Agency, Friends of the Earth have all made representations).

Climate Change

6.

There is generally a divide between the EU and other developed countries (who are more
cautious). Both Germany and France believe that the current communiqué text is too
weak, and the French have told us that Chirac intends to speak. We should discreetly
support - we do not want to be seen to be weakening the EU’s position, but we are also
keen to avoid embarrassing the US in particular.

. The EU has called for the Kyoto Protocol to enter into force by 2002, but any deadline, as

well as references to the Protocol’s implementation, are likely to be strongly opposed by
the US and Canada. We can strongly support any reference to the importance of domestic
action by G8 countries to reduce emissions. It is vital that we show developing countries
that the leading industrialised countries are serious about tackling climate change at
home.
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.8.

Key decisions about the Kyoto Protocol are due to be taken by the Sixth Conference of the
Parties (COP6) to the Climate Change Convention in The Hague in November, which is
likely to be crucial in determining whether or not Kyoto enters into force. The G8 Summit
could help prepare the ground for COP6 by reaffirming the commitment of G8 leaders to
resolving outstanding issues, and to taking domestic action to reduce greenhouse gas
emissions. In particular, Heads could underline their resolve to see CoP6 create the
conditions for the ratification and entry into force of the Kyoto Protocol as soon as possible.

Greening Export Credits

9.

The US has been pressing for guidelines based on Multilateral Development Bank (MDB)
standards. This would be to commit to the establishment of ‘common standards’ as
opposed to the existing agreement on ‘common guidelines’. This would go beyond the
current G8 mandate and risk jeopardising the fragile consensus within the OECD by
pushing the process too hard too soon.

. The most proactive countries within the OECD are the US, UK and Canada. France,

Japan and Germany are now playing their part in fostering agreement, but are clearly
suspicious of the underlying US desire to define ‘guidelines’ as applying ex ante
qualitative and quantitative standards. Italy have been largely silent. Although we should
support moves to bring the OECD mandate in line with the G8 mandate, there are
sensitivities within the OECD forum to the G7 countries dictating action.

. In 1999 the UK acted unilaterally to introduce an environmental screening process for

export credit projects based on a screening questionnaire. This process is to be further
developed. You, and Cabinet colleagues, recently endorsed ECGD’s Mission and Status
review (not yet publicly announced by the Secretary of State for Trade and Industry),
This said that ECGD should continue to press for standards of assessment to be raised
multilaterally, with ECGD being up at the level of the best of other Export Credit
Agencies.

Maritime Safety
12. Oil tanker safety was suggested as a G8 topic by France following the December 1999 oil

spill off the French coast. Chirac will speak on this.

13. The International Maritime Organisation (IMO) is the best forum for the development of

new international maritime safety and counter-pollution standards/procedures. It is for the
IMO rather than G8 to take concrete action to ensure that standards are adhered
to/reinforced as necessary. Any action proposed must be compatible with this.

Biosafety Protocol
14. The Cartagena Protocol on Biosafety was adopted in Montreal on 29 January. It will

provide an international framework for biosafety in the transboundary movement of living
modified organisms (LMOs- genetically modified organisms which have the potential to
propagate, such as seeds). The lack of any international regulation in this field had been
raised as a concern, particularly by developing countries. The Protocol will help counter the
possibility of unacceptable threats to biodiversity posed by growing trade in LMOs.

. At the fifth meeting of the Conference of Parties to the Convention (COPS5) on Biological

Diversity, held in Nairobi in May, 68 Parties signed the Protocol, including 14 EU states.
The US, Japan, Canada and Russia are not yet among the signatories. Whether or not they
sign, they will seek to be involved in the Protocol's implementation because of the
importance it will have for traded agricultural products.




Environment

We must all work to preserve a clean and sound environment for our
children and grandchildren. We welcome the results of the G8
Environment Ministers” Meeting in Otsu. We also welcome the conclusion
of the Cartagena Protocol on Biosafety, and encourage the parties
concerned to work for its early entry into force.

We will endeavour with all our partners to prepare a future-oriented agenda
for Rio+10 in 2002. We are strongly committed to close co-operation
among ourselves and with developing countries, to resolve as soon as
possible all major outstanding issues, with a view to early entry into force
of the Protocol. To that end, we are determined to achieve a
successful outcome at COP6, in order to achieve the goals of the Kyoto
Protocol through strong domestic actions and the effective use of the
flexibility mechanisms.

Working together and with existing institutions to encourage and facilitate
investment in the development and use of sustainable energy, underpinned
by enabling domestic environments, will assist in mitigating the problems
of climate change and air pollution. To this end, the increased use of
renewable energy sources in particular will improve the quality of life,
especially in developing countries. We therefore call on all stakeholders
to identify the barriers and solutions to elevating the level of renewable
energy supply and distribution in developing countries. We invite
stakeholders to join in a Task Force to prepare concrete recommendations
for consideration at our next Summit regarding sound ways to better
encourage the use of renewables in developing countries.

We fully endorse the conclusions of our Foreign Ministers regarding
sustainable forest management. In this regard, we attach particular
importance to projects that help indigenous and local communities practice
sustainable forest management. We will also examine how best we can
combat illegal logging, including export and procurement practices.

Export credit policies may have very significant environmental impacts.
We welcome the adoption of the OECD work plan to be completed by
2001. We reaffirm our commitment to develop common environmental
guidelines, drawing on relevant MDB experience, for export credit
agencies by the 2001 G8 Summit. We will cooperate to reinvigorate and
intensify our work to fulfil the Cologne mandate.




Strengthening international maritime safety is vital for the protection of the
ocean environment, a global heritage. We will jointly co-operate with the
International Maritime Organisation (IMO) to improve maritime safety. We
endorse efforts by the IMO to strengthen safety standards, in particular for
ships carrying dangerous or polluting cargo, and to verify implementation
and enforcement of the application of international standards by flag
States. We also endorse efforts by coastal states to enhance safety of
navigation and protection of their marine environment through the use,
where appropriate, of IMO-adopted routing and reporting measures. We
encourage the early achievement of these goals.

We welcome the IMO efforts to pursue practical reform of current
international regimes on maritime pollution, in particular the 1992
Convention on Civil Liability for Oil Pollution Damage and the 1992
IOPC Convention with respect to, inter alia, better compensation.
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Human Genome

No priorities here — main objective is to endorse sentiment of earlier joint Blair-Clinton
declaration on mapping the human genome. But argument may emerge in negotiating
language over the extent to which gene patent policies should be harmonized. We are in the
middle of the pack and therefore quite relaxed about the outcome.

Additional Points

e Recent publication of the rough draft of the human genome, a good moment for G8

leaders to:

endorse the importance of this scientific breakthrough;
to highlight the importance of public access to the raw fundamental data on the
human genome;

to emphasis the need to adopt policies that maximises the benefits of this research

in terms of better healthcare products.
to acknowledge the importance of encouraging continuing scientific research by

allowing patenting of innovations of the human genome sequence.
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Human Genome - Background

Handling. There have been tensions in agreeing communique language [and
negotiations are still ongoing at Sherpa level]. The US wants minimal references
to intellectual property whilst the French and Italians want to harmonise patenting

policies in this field. We have supported the Commission who have brokered a
compromise text.

This issue was included in the G8 Summit as a result of your joint Statement with
President Clinton on Human Genetic research to ensure that discoveries from the
human genome are used to advance human health. The Statement:

emphasised the potential for huge advances in healthcare of this research;
encouraged scientists engaged in this work to release their information into the
public domain as quickly as possible; and

recognised that patent protection will be important if companies are to fund
adequate research to develop new gene-based products.

. The recent announcement by the Human Genome Project on the completion of the
rough draft of the human genome sequence reinforced the need to get policies
rightt The communiqué endorses the UK/US Statement and stresses the
importance of international co-ordination on post-genome research and intellectual

property rules.
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Human Genome

Advances in life science continuously improve our quality of life. Opening
new medical frontiers points to unprecedented opportunities for the benefit
of humankind and will have to be achieved taking account of principles of
bioethics.

The announcement of the nearly complete mapping of the human genome,
a momentous discovery in itself, constitutes a further dramatic and
welcome step in this development.

We consider this mapping to be [the common heritage of humanity/
critically important for all humanity] and call for the further rapid release
of all raw fundamental data on human DNA sequences as such. We also
emphasise the importance of pursuing the post genome-sequence research
on the basis of multilateral collaboration.

We recognise the need for a balanced and equitable intellectual property
protection for gene-based inventions, based wherever possible on common
practices and policies. =~ We encourage further efforts in relevant
international fora to achieve broad harmonisation of patenting policies of
biotechnological inventions.




AGEING
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. Ageing population

No UK priorities here. At the Presidency’s request the UK prepared an ageing paper, but its
really about Japanese domestic presentation: Okinawa has the oldest population in Japan.

Additional Points

e People living longer, and retiring from the labour market earlier, often involuntarily.
Unchecked, this trend will have significant social and economic consequences,
particularly for reduced national income, a growing dependent population, and increased

social costs - both pensions and health care.
Strongly support active participation of older people in the labour market. This is a
priority for the UK Government. We are promoting a fundamental change in culture in

regard to older workers.

UK policy includes a range of initiatives specifically aimed at enabling older people to

stay in, or re-enter employment and to use their skills to benefit the wider community
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. Ageing - Background

The Communiqué language is based on an original UK paper (‘Economic and
Community Activity Among Older People’) prepared in response to a request from
the Japanese at an early stage of the preparations for Okinawa to develop some
ideas on the topic of an ageing population.

There was some slight tension caused by last-minute French efforts to delete
references in the Communiqué text to removing disincentives for people below
retirement age to stay in the labour market. However, the language is now agreed.




Ageing

The progressive ageing of our populations compel us to rethink the
conventional concept of a three-stage life cycle of education, employment
and retirement. As the vitality of our societies increasingly depends on
active participation by older people, we must foster economic and social
conditions, including IT-related developments, that allow people of all
ages to remain fully integrated into society, to enjoy freedom in deciding
how to relate and contribute to society, and to find fulfilment in doing so.
The concept of “active ageing”, as articulated at the Denver Summit,
remains our guiding principle in this endeavour.

The central challenge is to promote a culture that values the experience and
knowledge that comes with age. To this end, we will:

Make further efforts to remove inappropriate disincentives for people
below retirement age to stay in the labour market;

Counter age prejudice in employment;

Encourage life-long learning so that people can remain active through
the accelerated transition toward an information society;

Pursue healthy ageing policies that permit a continued high quality of
life;
Seek to increase relevant cross-national research, including

comparable longitudinal surveys;

Engage with the private sector and civil society in promoting older
people’s participation in community and volunteer activities.

In pursuing these objectives we attach continued importance to
international co-operation and policy dialogue, and encourage the OECD
to continue its work in this area.

We look forward to the upcoming meeting of G8 Labour and Social
Affairs Ministers in Italy in November.
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1. We, the Heads of State and Government of eight major democracies and the
President of the European Commission, met in KéIn for the 25th Economic Summit. On
the threshold of the new millennium we discussed growing opportunities as well as
forward-looking solutions to the challenges facing our nations and the international

community.

- G8 COMMUNIQUE KOLN 1999

p £ Globalization, a complex process involving rapid and increasing flows of ideas,
capital, technology, goods and services around the world, has already brought profound
change to our societies. It has cast us together as never before. Greater openness and
dynamism have contributed to the widespread improvement of living standards and a
significant reduction in poverty. Integration has helped to create jobs by stimulating
efficiency, opportunity and growth. The information revolution and greater exposure to
each others' cultures and values have strengthened the democratic impulse and the fight for
human rights and fundamental freedoms while spurring creativity and innovation. At the
same time, however, globalization has been accompanied by a greater risk of dislocation
and financial uncertainty for some workers, families and communities across the world.

3. The challenge is to seize the opportunities globalization affords while addressing
its risks to respond to concerns about a lack of control over its effects. We must work to
sustain and increase the benefits of globalization and ensure that its positive effects are
widely shared by people all over the world. We therefore call on governments and
international institutions, business and labor, civil society and the individual to work
together to meet this challenge and realize the full potential of globalization for raising
prosperity and promoting social progress while preserving the environment.

L. Getting the World Economy on Track for Sustained Growth

4 Since we met last year in Birmingham, the world economy has faced major
challenges. Progress has been achieved in addressing the crisis and laying the foundations
for recovery. Policy steps aimed at supporting growth in the major industrialized countries
and important policy actions leading to stronger performance in some emerging markets
have improved the economic outlook. A number of substantial challenges still remain. We
therefore renew our commitment to pursue appropriate macroeconomic policies and
structural reforms. These will contribute to more balanced growth in the world economy,
thereby reducing external imbalances.

e The world economy is still feeling the effects of the financial crises that started in
Asia two years ago. Without an open, rules-based world trading system and the beneficial
flows of goods and services it encourages, the countries affected would be having much
greater difficulty recovering from these crises and stabilizing their economies.

6. We welcome the outline agreements recently reached by Russia with the IMF and
the World Bank and look forward to their speedy implementation as a further important
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step in Russia’s reform program. Once an IMF agreement is in place, we encourage th
Paris Club to act expeditiously to negotiate a debt rescheduling agreement with Russia. In
order to support Russia’s efforts towards macroeconomic stability and sustainable growth,
we encourage the Paris Club to continue to deal with the problem of the Russian debt
arising from Soviet era obligations, aiming at comprehensive solutions at a later stage once
Russia has established conditions that enable it to implement a more ambitious economic
reform program.

2 We agreed to intensify our dialogue within the G8 structures on the longer term
social, structural and economic reform in Russia. To this end, we have instructed our
personal representatives to ensure the overall continuity and cohesion of the work among
the G8 on this subject. Particular emphasis should be given to concrete areas of
cooperation such as small business development, strengthened cooperation with regions,
health, the social impact of economic transformation. We agreed to deepen our cooperation
on law enforcement, fighting organized crime and money laundering, including as they
relate to capital flight.

IL. Building a World Trading System That Works for Everyone

8. The multilateral trading system incorporated in the World Trade Organization
(WTO) has been key to promoting international trade and investment and to increasing
economic growth, employment and social progress. We therefore renew our strong support
for the WTO and our commitment to an open trade and investment environment. We call
on all nations to resist protectionist pressures and to open their markets further. We
encourage those states not yet members of the WTO to join it, by accepting its principles.

9, ‘Given the WTO’s vital role, we agree on the importance of improving its
transparency to make it more responsive to civil society while preserving its government-
to-government nature. We pledge to work for a successful ministerial meeting in Seattle in
order to launch the new round. We will also seek a more effective way within the WTO for
addressing the trade and environment relationship and promoting sustainable development
and social and economic welfare worldwide.

10.  We therefore call on all nations to launch at the WTO Ministerial Conference in
Seattle in December 1999 a new round of broad-based and ambitious negotiations with the
aim of achieving substantial and manageable results. All members should have a stake in
the process. We encourage all members to make proposals for progress in areas where
developing countries and in particular least developed countries can make solid and
substantial gains; all countries should contribute to and benefit from the new round. An
effective new round of trade negotiations should help pave the way for the further
integration of the developing countries into the world economy. In this context we reaffirm
our commitment made in Birmingham last year to the least developed countries on
improved market access. We also urge greater cooperation and policy coherence among
international financial, economic, labor and environmental organizations.

11.  Because trade is increasingly global, the consequences of developments in

biotechnology must be dealt with at the national and international levels in all the
appropriate fora. We are committed to a science-based, rules-based approach to addressing

these issues.




III.  Designing Policies for More Employment

12.  One of the most urgent economic problems is the high level of unemployment in
many countries. We reaffirm the importance of intensified international cooperation and
enhanced efforts at the national level to design the right policies for more employment. To
strengthen the foundations for sustainable growth and job creation, we strongly emphasize
a two-tiered approach:

- promoting structural reforms to enhance the adaptability and
competitiveness of our economies and to help the long-term unemployed to

return to the labor market;

pursuing macroeconomic policies for stability and growth and ensure that
monetary and fiscal policies are well balanced.

13.  The greater the adaptability of our economies, the greater the likelihood that
economic growth will result in more employment. We therefore strongly support the
elimination of structural rigidities in labor, capital and product markets, the promotion of
entrepreneurship and innovation, investment in human capital, reform of the tax/benefit
systems to strengthen economic incentives and encourage employment, and development
of an innovative and knowledge-based society.

14. We also endorse the G8 Labor Ministers' conclusions at their conference in
Washington last February, namely to provide social safety nets that support employment,
to prevent long-term unemployment by early action, to facilitate job search by offering
labor market information and employment services, to promote lifelong learning and new
forms of work organization, to ensure equal access to the labor market for all workers,
including job entrants and older workers, and to take forward the social dialogue.

IV. Investing in People

15.  Basic education, vocational training, academic qualifications, lifelong upgrading of
skills and knowledge for the labor market, and support for the development of innovative
thinking are essential to shape economic and technical progress as we move towards a
knowledge-based society. They also enrich individuals and foster civic responsibility and

social inclusion.

16.  In support of these goals, we agree 1o pursue the aims and ambitions set out in the
K&ln Charter.

17.  Adaptability, employability and the management of change will be the primary
challenges for our societies in the coming century. Mobility between jobs, cultures and
communities will be essential. And the passport to mobility will be education and lifelong

learning for everyone.

18.  To this end, we support an increase in exchanges of teachers, administrators and
students among the nations of the Eight and with other nations and invite our experts to
identify the main obstacles to increased exchanges and to come forward with appropriate
proposals before the next Summit. We call upon the Organization for Economic
Cooperation and Development (OECD) and the United Nations Educational, Scientific and
Cultural Organization (UNESCO) to study how different countries are attempting to raise
education standards, for example by looking at best practices in the recruitment, training,
compensation and accountability of the teaching profession internationally. We commit
ourselves to explore jointly ways to work together and through international institutions to
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help our own countries as well as developing nations use technology to address leaming.
and development needs, for example, through distance learning.

Y Strengthening Social Safeguards

19.  As the process of globalization has gained momentum, it has brought with it
important social and economic progress. At the same time, rapid change and integration
has left some individuals and groups feeling unable to keep up and has resulted in some
dislocation, particularly in developing countries. We therefore need to take steps to
strengthen the institutional and social infrastructure that can give globalization a "human
face" and ensure increasing, widely shared prosperity.

20.  Social security policies, including social safety nets, must be strong enough to
encourage and enable individuals to embrace global change and liberalization and to
improve their chances on the labor market, while enhancing social cohesion. We recognize
that faced with financial constraints, it is vital to strike a sustainable balance between
social support programs and greater personal responsibility and initiative.

21 We are convinced that the countries most seriously affected by the recent economic
and financial crises will sustain a speedier recovery if they create and improve the
necessary social infrastructure. It is therefore particularly important to maintain investment
in basic social services during times of crisis. Budgetary priorities and flexibility should
enhance the quality of social infrastructure and investment.

22.  Democracy, the rule of law, good governance and respect for human rights and for
core labor standards are further indispensable prerequisites for social stability. The
development of well-functioning and corruption-free institutions that are cost-effective,
transparent and accountable to the public must complement the process of liberalization.

23.  We call on the Intemational Financial Institutions (IFIs) to support and monitor the
development of sound social policy and infrastructure in developing countries. We
commend actions already being taken in this regard. We urge the International Monetary
Fund (IMF) to give more attention to this issue in designing its economic programs and to
give particular priority to core budgets such as basic health, education and training to the
extent possible, even during periods of fiscal consolidation. We welcome the efforts of the
World Bank, in collaboration with the UN, to develop principles of good practice in social
policy and their work to strengthen partnerships with borrower countries through the
comprehensive development network. We invite the World Bank and the IMF to work
together to develop a set of policies and practices that can be drawn upon, by donors and
borrowers alike, in the design of adjustment programs that ensure the protection of the

most vulnerable.

24.  We support improved exchange of information, including analysis of the cost and
benefits of social safety nets, within the UN, the OECD, and in other appropriate fora on
the design and implementation of social reforms.

25.  We commit ourselves to promote effective implementation of the International Labor
Organization's (ILO) Declaration On Fundamental Principles and Rights at Work and its
rollow-up. We also welcome the adoption of the ILO Convention on the Elimination of the
Worst Forms of Child Labor. We further intend to step up work with developing countries to
improve their capacity to meet their obligations. We support the strengthening of the ILO's
capacity to assist countries in implementing core labor standards.
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26. We also welcome the increasing cooperation between the ILO and the IFIs in
promoting adequate social protection and core labor standards. We urge the IFIs to
incorporate these standards into their policy dialogue with member countries. In addition,
we stress the importance of effective cooperation between the WTO and the ILO on the
social dimensions of globalization and trade liberalization.

V1. Deepening the Development Partnership

27. Developing countries are essential partners in a globalized world. We are
committed to working with them, especially with the poorest countries, to eradicate

poverty, launch effective policies for sustainable development and develop their capacity
to integrate better into the global economy, thus benefiting from the opportunities offered
by globalization.

- We will continue to provide substantial support and assistance to developing
and transition economies in support of their own efforts to open and
diversify their economies, to democratize and improve governance, and to
protect human rights.

We will strive gradually to increase the volume of official development
assistance (ODA), and to put special emphasis on countries best positioned
to use it effectively.

To ease future debt burdens and facilitate sustainable development, we
agree to increase the share of grant-based financing in the ODA we provide
to the least developed countries.

Non-governmental organizations also have an important role to play.

While international assistance and debt relief are clearly important, their
positive effects depend on sound national efforts towards economic and
structural reform and good governance, where the private sector and civil
society are able to play productive roles.

We intend to step up work with developing countries and multilateral
institutions to improve developing country capacity to exercise their rights
and meet their obligations in the global trading system so as to ensure that
they derive the full benefits of liberalized trade and thus contribute to global
economic growth.

We call on the UN and the IFIs to help developing countries mobilize
sufficient means for social services and basic infrastructure and continue to
support and to mainstream democratization, good governance and the rule
of law into country development strategies.

We reaffirn our support for the OECD mandate to finalize a
recommendation on untying aid to the least developed countries. We call on
OECD members to bring this effort to a successful conclusion as soon as
possible.

28.  We reaffirm our commitment to contribute to the achievement of economic and
social development in Africa, Asia and Latin America. We will review the situation in that
regard every year, on the basis of reports by the IFIs and the relevant regional development
banks, on the alleviation of poverty.
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VII. Launching the Kéln Debt Initiative ‘

29.  We have decided to give a fresh boost to debit relief to developing countries. In
recent years the international creditor community has introduced a number of debt relief
measures for the poorest countries. The Heavily Indebted Poor Countries (HIPC)
framework has made an important contribution in this respect. Recent experience suggests
that further efforts are needed to achieve a more enduring solution to the problem of
unsustainable debt burdens. To this end we welcome the 1999 K&ln Debt Initiative, which
is designed to provide deeper, broader and faster debt relief through major changes to the
HIPC framework. The central objective of this initiative is to provide a greater focus on
poverty reduction by releasing resources for investment in health, education and social
needs. In this context we also support good governance and sustainable development.

30.  We are aware that new proposals will require additional substantial financing.
While several means of financing are under consideration, credible progress in identifying
additional funding possibilities is needed, and we stand ready to help with financing
solutions. In this context we recognize the importance of fair burden sharing among
creditors.

VIII. Redoubling Efforts to Protect the Environment

31.  To underscore our commitment to sustainable development we will step up our
efforts to build a coherent global and environmentally responsive framework of
multilateral agreements and institutions. We support the outcome of the G8 Environment
Ministers' meeting in Schwerin and will expedite international cooperation on the
establishment, general recognition and continual improvement of environmental standards
and norms. We agree that environmental considerations should be taken fully into account
in the upcoming round of WTO negotiations. This should include a clarification of the
relationship between both multilateral environmental agreements and key environmental
principles, and WTO rules.

32.  We agree to continue to support the Multilateral Development Banks in making
environmental considerations an integral part of their activities and we will do likewise .
when providing our own support. We will work within the OECD towards common
environmental guidelines for export finance agencies. We aim to complete this work by the

2001 G8 Summit.

33.  We reaffirm that we consider climate change an extremely serious threat to
sustainable development. We will therefore work towards timely progress in implementing
the Buenos Aires Plan of Action with a view to early entry into force of the Kyoto
Protocol. In particular, we encourage decisions on the operation of the Kyoto mechanisms
and on a strong and effective compliance regime. We underline the importance of taking
action to reduce greenhouse gas emissions through rational and efficient use of energy and
through other cost-effective means. To this end, we commit ourselves to develop and
implement domestic measures including under the UN Framework Convention on Climate
Change. We also agreed to exchange experience on best practices. We will also promote
increasing global participation of developing countries in limiting greenhouse gas
emissions. We welcome the action already taken by developing countries and stress the
need to support their efforts through financial mechanisms, the development and transfer
of technology, and capacity-building. We note the important role that the Clean
Development Mechanism (CDM) can play in these areas. We also welcome the intention
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announced by some developing countries in Buenos Aires to undertake further
commitments to abate their greenhouse gas emissions.

IX. Promoting Non-proliferation, Arms Control and Disarmament

34.  Strengthening the international non-proliferation regime and disarmament measures
is one of our most important international priorities. We intend to build a broad
international partnership on expanded threat reduction to address security, arms control,
decommissioning and non-proliferation requirements while reducing risks to the
environment. This will build on efforts currently being undertaken and planned by G8
countries and others. We are committed to increased resources for these purposes and
encourage all other interested countries to join us.

35.  We recognize the continuing need to protect and manage weapons-grade fissile
material, especially plutonium. In past years, G8 countries have worked on the issue of
managing weapons-grade nuclear material no longer required for defense purposes. We
affirm our intention to establish arrangements for the safe management of such fissile
material. We strongly support the concrete initiatives being undertaken by G8 countries
and others for scientific and technical cooperation necessary to support future large-scale
disposition programs. We invite all interested countries to support projects for early
implementation of large-scale programs and urge establishment of a joint strategy. We
recognize that an international approach to financing will be required involving both public
and private funds, and we will review potential increases in our own resource
commitments prior to the next G8 Summit.

36. We are deeply concerned about recent missile flight tests and developments in
missile proliferation, such as actions by North Korea. We undertake to examine further
individual and collective means of addressing this problem and reaffirm our commitment
to the objectives of the Missile Technology Control Regime (MTCR).

37.  Effective export control mechanisms are essential for achieving a broad range of
our arms control and non-proliferation objectives. We will continue to look for ways to
strengthen these mechanisms. At the same time we stress the role of the Nuclear Suppliers'
Group in preventing nuclear proliferation.

38.  One year after the nuclear tests by India and Pakistan, we reiterate our concerns and
reaffirm our statement from the Birmingham Communiqué. Recent missile tests have
further increased tension in the region. We encourage both countries to follow first positive
steps already undertaken by joining international non-proliferation and disarmament efforts
and taking the steps set out in UN Security Council resolution 1172.

X.  Tackling Global Challenges

39. In many countries, violent conflicts and civil wars continue to be an obstacle to
making good use of the opportunities of globalization. Effective crisis prevention and
management must address the root causes of these conflicts. These causes include the
political manipulation of ethnic tensions, economic and social inequality, and extreme
poverty as well as the absence of democracy, the rule of law and good political and
economic governance. They are often exacerbated by human rights violations,
environmental degradation, scarcity of resources, rapid population growth and the rapid
spread of diseases.
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40.  In order to improve our ability to prevent crises, it is necessary, consistent with tl'.
principles and purposes of the UN Charter, to:

- enhance the capacity to recognize and address the potential for conflict at an
early stage. Risks and causes of violent conflicts must be more effectively
monitored and the information shared to forestall them;

ensure that our security, economic, environmental and development policies
are properly coordinated and are conducive to the prevention of violent
conflict. We will, in our dialogue with other countries and international
institutions, work to coordinate our policies;

recognize the important role the United Nations plays in crisis prevention
and seek to strengthen its capacity in this area;

monitor systematically military expenditures in the larger context of public
expenditure patterns and in the macroeconomic context for growth and
development;

encourage and support the efforts of regional organizations and
arrangements to expand their jurisdictional and operational ability, in
accordance with international law, to help control and resolve conflict in
their area;

promote a free press, establish fair electoral processes, help improve the
democratic accountability and functioning of legislatures, of judicial
systems and of the military and the police forces, and improve human rights
monitoring and advocacy.

41.  We are concerned at the continuing global spread of AIDS. We reaffirm the need to
continue efforts to combat AIDS at the national and international level through a combined
strategy of prevention, vaccine development and appropriate therapy. We welcome and
support the coordinating and catalytic role of UNAIDS in the fight against AIDS. We call
on co-sponsors and other partners to cooperate in the formulation of clear goals, strategies
and initiatives at both the global and regional level.

42.  We also pledge to continue our national and international efforts in the fight against
infectious and parasitic diseases, such as malaria, polio and tuberculosis, and their drug-
resistant forms. In particular we will continue to support the endeavors of the World Health
Organization and its initiatives "Roll Back Malaria” and "Stop TB”. We call on
governments to adopt these recommended strategies.

43.  Inlight of the increasing importance of issues concerning food safety we invite the
OECD Working Group on Harmonization of Regulatory Oversight of Biotechnology and
the OECD Task Force for the Safety of Novel Foods and Feeds to undertake a study of the
implications of biotechnology and other aspects of food safety. We invite OECD experts to
discuss their findings with our personal representatives. We ask the latter to report to us by
the next Summit on possible ways to improve our approach to these issues through
international and other institutions, taking into account the reflections underway in other

fora.

44, We welcome the growing recognition by the international community of the
damaging effects of all forms of corruption and the coming into force of the OECD Anti-
Bribery Convention in February 1999. We hope that more countries will ratify the
Convention. We applaud the results and planned follow-up of the international conference
on anti-corruption efforts, attended by over 80 countries including all G8 partners, and the
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OECD conference on anti-corruption efforts, both held in the United States in February
1999. In the context of the UN Crime Convention, we urge that acts of corruption
involving public officials be made criminal offenses.

45.  We will sustain the momentum of international efforts to combat transnational
organized crime and the threat it represents to political, financial and social stability
worldwide. We commend the work of the Senior Experts Groups on Transnational
Organized Crime and on Terrorism and urge them to continue their work, in particular for
an early conclusion of the negotiations of UN conventions and protocols on organized
crime. We also call for more rapid progress of negotiations on the UN Convention on the
Financing of Terrorism. We ask the two expert groups to report back to us next year. We
reaffirm our commitment to tackle the drug issue, in particular through active
implementation of the conclusions of the 1998 UN General Assembly Special Session on
the World Drug Program. We welcome the upcoming Ministerial Meeting on Crime to be
held in Moscow this fall. '

46.  We renew the commitment we made at the 1996 Moscow Summit to safety first in
the use of nuclear power and the achievement of high safety standards worldwide. In this
regard, we attach great importance to the results of the Nuclear Safety Convention peer
review meeting and to the International Atomic Energy Agency Conference on
Strengthening Nuclear Safety in Eastern Europe.

47.  We reaffirm our commitment to strengthen cooperation in the field of nuclear
safety. We welcome the concerted efforts to address the Year 2000 computer .problem
("Millennium Bug") in this area. With regard to the Nuclear Safety Account, we continue

to attach great importance to full and timely implementation of the grant agreements.

48. - There has been real progress since the Birmingham Summit in tackling the
"Millennium Bug". But there is still much to do. We will maintain vigorous programs of
action to ensure our own Year 2000 readiness and to minimize the potential impact on our
countries and on the world as a whole.. We urge all other governments to do the same. In
these efforts, high priority should be given to the key infrastructure sectors — energy,
telecommunications, financial services, transport and health — as well as to defense, the
environment and public safety. Public confidence will be crucial and will depend heavily
upon transparency and openness as to the state of preparation in critical sectors.
Governments, international organizations, infrastructure providers and information
technology suppliers will need to ensure a regular flow of reliable information to the
general public. It will be important, as the date approaches, for responsible bodies to have
in place contingency plans to cope with system failures that may occur in the most
sensitive areas despite intensive preparations. We urge third countries to do the same. We
will maintain close cooperation among ourselves and with others on this as well as other
aspects of the problem. We shall convene a special G8 conference on contingency planning

later this year.
Next Summit

49.  We have accepted the invitation of the Prime Minister of Japan to meet in Okinawa
(Kyushu) on 21-23 July next year.
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(7 Statement

I.  World Economy

i Since we met last year in Birmingham, the world economy has faced major challenges.
However, we note with satisfaction the recent improvement in market confidence and in the
prospects for growth of the world economy as a whole. Continued strong growth in the United
States, important policy actions to promote recovery in Japan, the successful launch of Economic
and Monetary Union in Europe, a general non-inflationary environment and progress with
respect to financial and economic stabilization in East Asia as well as in Latin America arc
encouraging developments. But a number of serious challenges remain, and continued action

remains essential.

y 4 To turn these developments into stable and sustainable economic growth, we need to
pursue balanced macroeconomic policies supportive of domestic demand and investment while
preserving price stability. This will contribute to achieving more balanced growth among our
economies and thereby reduce external imbalances. Some of our countries, to enhance
employment opportunities and reap the potential of their economies, need to reinforce
macroeconomic policies with strong structural measures aimed at improving market-based
‘ncentives for all economic actors. Such structural measures will be a prerequisite for enhancing
employment growth and improving the environment for investment.
. More specifically: .
- In North America, macroeconomic policy should aim at maintaining the
conditions for balanced growth.
In the euro area, it is important to pursue an appropriate miX of macroeconomic
and structural policies aimed at strengthening prospects for improved growth and
higher employment. '
In the United Kingdom, economic policies should continue to aim at fostering
non-inflationary growth.
In Japan, it is still essential to implement stimulus measures until domestic
demand-led growth is restored and to pursue structural measures to enhance the
economy’s efficiency and competitiveness.
Emerging market economies have made considerable progress, and the
foundations for a renewal of growth have been established in a number of
countries. While much remains to be done, currently improved prospects owe
much to the policy action taken by these economies, supported by the
International Monetary Fund (IMF), the World Bank and bilateral assistance.
They also require a supportive international environment characterized by solid
aggregate G7 domestic demand and open markets. :

4, It is our conviction that an increasingly open and integrated world economy will offer
expanding opportunities and shared benefits for all its members. In light of our special
responsibility for the world economy, we pledge to continue close cooperation to foster
worldwide economic growth. Leaders in other countries also share responsibility for promoting

global growth and financial stability, and we urge them to pursue policies that contribute to these
* objectives. The international community will stand ready to support countries pursuing strong

policies in the face of difficult economic challenges. e
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II.  Strengthening the International Financial Architecture

5 In the increasingly integrated world economy, the challenge is to promote globa..an'cial
stability through national action and enhanced international cooperation.

6. The fimancial crises of the past two years in Asia, Russia and Latin America have
revealed key weaknesses in the international financial system, including weak policies and
institutions in many developing countries and an inadequate focus on risk on the part of banks
and investors in industrialized countries. In our statement on the world economy of 30 October
last year, we identified some actions already taken to address these problems and a number of
key areas where further reform was required. Since then, important progress has been made in a
pumber of these areas. We welcome the report from our Finance Ministers published today
highlighting this progress and recommending further steps. Taken together, we believe these
recommendations represent a significant strengthening of the intemnational financial system
which will help reduce the risk of financial crises and make it easier to manage future crises

effectively.
y We attach particular importance to the following measures: .

A.  Strengthening and reforming the International Financial Institutions (IFIs)
and arrangements

This does not require new institutions, but the existing institutions to adapt to

meet the demands of today’s global financial system. The IMF and the World

Bank have the central role in the international economic and financial system, and-

in facilitating cooperation among countries in these fields. We welcome:

- the establishment of the new Financial Stability Forum 1o enhance
international cooperation and coordination in the area of financial market
supervision and regulation;
the strengthening and reform of the governance structures of the IFIs, inter
alia by giving the Interim Committee of the IMF a permanent standing as
the "International Financial and Monetary Commirtee", and by further
improving IMF surveillance and programs;
the commitment to work together to establish an informal mechanism for'
dialogue among systemically important countries, within the framework of
the Bretton Woods institutional system.

Enhancing transparency and promoting best practices

This will enable market participants to make informed judgments about risks and
provide greater incentives for policy-makers to implement sound policies. We call

for:

rapid development and completion of internationally agreed codes of
transparency and standards of best practice, both for the public sector and
where appropriate for private financial institutions. In addition, priority
should be given to the provision of more timely and comprehensive data
on capital flows. Steps should be taken to improve the quality and
timeliness of public disclosure of direct material exposure to Highly
Leveraged Institutions (HLI's) and of relevant information by HLI’s;

compliance with these codes and standards, in particular through enhanced
surveillance and publication of the results in the IMF's transparency
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: reports and compilation of the various financial and economic policy
‘ standards and best practices into a common reference such as a
compendium on international financial and economic policy standards;

enhanced transparency of the IF]s through greater release of IMF and
World Bank documents, and further steps to undertake intemal anéd—
external evaluation of their functions.

Strengthening financial regulation in industrialized countries
Creditors must be induced to act with greater discipline and encouraged to assess
more prudently the risks associated with their lending. We call for concrete action
to:
improve risk assessment and risk management, including through the
Basle Commirtee's proposed revisions to the Capital Accord;

address the implications of Highly Leveraged Financial Institutions for
supervisors and regulators, including through improved transparency;

encourage offshore financial centers to comply with internationally agreed
regulatory standards and to cooperate more effectively in the fight against
money laundering.

Strengthening macroeconomic policies and financial systems in emerging
markets
. The recent crises have demonstrated the need for emerging market borrowers to

strengthen their policy framework and financial systems if they are to reap the full

benefits of integration into the international financial system. In this respect, we

encourage:

- emerging economies to strengthen their financial systems as they carry out
a careful and well-sequenced approach to capital account liberalization,
and to avoid excessive reliance on short-term capital borrowing;

emerging economies to maintain appropriate and sustainable exchange rate
regimes backed by a consistent macroeconomic and a robust financial
svstem reflecting the economic circumstances of countries. The policies of
the IMF need to be focused on promoting this objective more effectively;

the IMF and the World Bank to enhance their cooperation in providing
advice and assistance to emerging economies on strengthening financial

svstems.

Improving crisis prevention and management, and involving the private sector

In a world of increasingly open capital markets we need to shape expectations so
that private-sector creditors know they will bear the consequences of the risks
they take, and to reduce the risk of financial market contagion. We call for:

support through the IMF’s new Contingent Credit Line (CCL) for
countries pursuing sound and sustainable policies but potentially affected

by financial market contagion;
greater use of market-based tools to involve the private sectorin

forestalling and managing crises, including through stronger efforts to
broaden the use of collective action clauses in sovereign debt contracts, as
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well as better communication and cooperation between emerging market
countries and their creditors;
C'lSiS

agreement on a broad framework for involving the private sector in
resolution, which sets out in advance principles, considerations and a
broad range of tools for actions as described in our Finance Ministess’
report;

Promoting social policies to protect the poor and niost vulnerable.

Social policies are the cornerstone of a viable international financial architecture.
Economic development and reform must benefit all members of society.

- The poor and most vulnerable must be better protected from the burden of
adjustment in times of crisis.

The international community must work with governments and national
authorities to foster investment in people through education, health and

other basic social needs, which are the foundations for long-term

development. .

The IFIs and other organizations must make these objectives an essential part of
their policies.

8. We believe the full implementation of these initiatives and reforms will make a
significant contribution to enhancing the stability of the world financial system. We ask our
Finance Ministers to take them forward urgently in close cooperation with other countries, the
IFls and the private financial community.

III. Kéoln Debt Initiative

9. One of the most critical challenges confronting the international community as we

approach the new millennium is to ensure that heavily indebted poor countries pursuing sound
policies, and that demonstrate a commitment to reform and poverty alleviation, are not crippled

by the burden of debt. The Heavily Indebted Poor Countries Initiative (HIPC Initiative) has made

an important contribution towards this objective. The time has come to go further. We therefore

call for an expanded initiative that will provide faster, broader and deeper debt relief. We ‘
strongly believe that this will promote the goals of poverty reduction, sustainable develgpment

and good governance. It should also reinforce the incentives for reform and growth, while

enhancing the prospects for access to private credit in the future.

10.  The K&ln Debt Initiative should be built on an enhanced framework for poverty
reduction, developed by the IFIs in consultation with other instirutions and with civil society.
This is critical to ensure that more resources are invested in health, including AIDS prevention,
education and other social needs, which are essential for sustainable development.

11.  We welcome and endorse the Report of our Finance Ministers on the K&ln Debt
Initiative. The proposals contained in this report will lead to a deeper debt reduction through
more ambitious targets, faster debt relief through greater flexibility in the timing of delivery of
aoreed debt relief packages, and a stronger focus on early cash flow relief by the International
Financial Institutions. We also ask the Paris Club and other bilateral creditors to forgive
commercial debt up to 90 % and more in individual cases if necded to achieve debt
sustainability, in particular for the very poorest zmong these countries. In addition to these
amounts, we call for full cancellation on a bilateral basis, through various options, of Official
Development Assistance (ODA) debt. For poor countries not qualifying under the HIPC
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Initiative, the Paris Club could consider a unified 67 per cent reduction under Naples terms and,
for other debtor countries, an increase of the existing limit on debt swap operations.

12.  Ifimplemented, the debt stock of countries possibly qualifying under the HIPC Iniuative
would be reduced, from some US S 130 billion in nominal terms (US $71 billion in net present
value) remaining after traditional debt relief, by an additional US §$ 50 billion in nominal terms
(US $27 billion in net present value). These measures, together with forgiveness of debts arising
from Official Development Assistance, of which up to US $20 billion in nominal terms are owed
10 G7 countries, would reduce the overall debt stock by more than half, lowering the debt service
burden significantly and freeing resources for priority social spending.

13.  We recognize that these changes will entail significant costs, in particular arising from
debt owed to the IFIs. We are prepared to support a number of mechanisms to meet these costs
recognizing the importance of maintaining an adequate concessional lending capacity by the

IFls:
To meet the IMF’s costs, the Fund should mobilize its resources, while
maintaining an appropriate level of reserves, through the use of premium interest
income, the possible use of reflows from the special contingency account or
equivalent financing, and the use of interest on the proceeds of a limited and
cautiously phased sale of up to 10 million ounces of the IMF’s gold reserves.

The Multilateral Development Banks (MDBs) should build on the work they have
begun to identify and exploit innovative approaches which maximize the use of

their own resources.

The costs to the IFIs will also require bilateral contributions. We have pledged
substantial contributions to the existing HIPC Trust Fund. We will consider in
good faith contributions to an expanded HIPC Trust Fund.

In meeting the costs, we call for appropriate burden sharing among donors taking
into account all relevant aspects, including the magnitude and quality of ODA
already extended and past ODA forgiveness. and recognizing the contributions of
countries with higch ODA loans outstanding relative 1o GDP.

14.  We would welcome efforts by the private sector 10 reinforce the objectives of this
initiative, including through contributions to 2 Millennium Fund to help finance debt relief.

15.  On the basis of this framework, we call on the IFls and the Paris Club to provide faster,
deeper and broader debt relief, to work with the HIPC countries 1o ensure that three quarters of

ed their decision point by the year 2000, and to assist the very
as possible. Concrete proposals should
MF and the World Bank.

eligible countries have reach
poorest countries to embark on the HIPC process as soon
be agreed by the time of the next Annual Meetings of the ]

IV. Nuclear Safety/Ukraine

16.  We renew our commitment to the successful implementation of the Memorandum of
Understanding (MoU) between the G7 and Ukraine. We welcome Ukraine’s renewed firm
commitment to the closure of Chemobyl on schedule by the year 2000. Our overriding goal is
the closure of the Chernobyl power plant by the agreed timetable.

17.  We note that significant progress has been made in carrying out the Shelter
Implementation Plan to secure the environmental safety of the sarcophagus covering the remains
of the destroyed Chernoby] reactor. To date, contributions to the Chernoby] Shelter Fund total
US §393 million, including US $50 million from Ukraine. We have agreed that the G7 will help
ensure the continued financing and the progress in the work under the Shelter Implementation
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Plan. We call on concerned governments and private-sector donors to join us in this effort. To
this end, we plan to hold a pledging conference before the next summit. .

18. We reaffirm our commitment to assist Ukraine, within the context of the MoU, in
mobilizing funds for energy projects to help meet its power needs. To date, projects have been
agreed totaling over US $746 million. In addition, in the field of nuclear safety US $485 million
have been granted, not including the Shelter Implementation Plan. We look to the Government
of Ukraine 10 accelerate the fundamental reforms in the energy sector, including improvements
in cash collection and privatization, to encourage financially viable investments in power
generation and distribution and in energy efficiency, We commend the steady work that has
allowed Ukraine, the European Bank for Reconstruction and Development and EURATOM to
enter into the final phase of negotiations on loans to complete two reactors at Rivne and
Khmelnitsky'. We call on the parties to take the necessary steps to provide for an early
agreement on loans for safe, cost-effective, and financiallv and environmentally sound projects.

V.  Financial Crime, Harmful Tax Competition and International Tax

Evasion ®

19.  In order to secure the benefits of the globalization of financial markets and the
introduction of new information technology, the fight against financial crime must remain a
priority of national and international policy. We reaffirm our concerns regarding problems raised
bv underregulated and noncooperative jurisdictions, including many offshore financial centers,
in the fight against money Jaundering and other financial crimes. :

20. We welcome the work of the G7 Finance Ministers’ on financial crime and regulatory
abuse. We will be promoting the Key Principles they have drawn up for improving the exchange
of information between supervisory authorities and enforcement authorities, throughout the
world as standards to which all countries should aspire.

21. We welcome and support the work of the Financial Action Task Force on Money

Laundering (FATF) to identify jurisdictions which fail to cooperate effectively in the

international fight against money laundering and thus facilitate the Jaundering of proceeds from
corruption and organized crime. The FATF should take concrete steps to bring offshore financial
centers and underregulated and noncooperating jurisdictions into compliance with the 40 .
recommendations against money laundering and to protect the international financial community
from the adverse impact of those that do not comply. We call upon our Ministers of Finance, in
coordination with other Ministers, in particular with Ministers of Justice and the Interior, to
coordinate the development and implementation of complementary positions regarding offshore
financial centers and the FATF s work on non-cooperative jurisdictions in the various fora where

these issuas are being addressed.

22.  We welcome the establishment of the OECD's Forum on harmful tax competition and the
actual start of implementing the guidelines and recommendations adopted by the OECD with
respect to the harmful effects of unfair tax practices. We strongly endorse the current work
program of the Forum, in particular the efforts to identify tax havens. We also support the
Forum's intention 10 engage in a dialogue with jurisdictions identified through this process. We
uree that this work be given a high priority. We also note the ongoing work to implement the
code of conduct within the European Union.

! [n this context, we take note of the fact that Chancellor Schréder, during his visit to Ukrai-ne on
8 and 9 July of this year, intends to consult with President Kuchma on non-nuclear alternatives to

these projects.
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23.  We welcome the progress made by the OECD's Fiscal Committee and the FATF to
explore further the links between tax evasion and avoidance and money laundering, and in '
particular to ensure the effective flow of information to tax authorities without undermining the
effectiveness of anti-money laundering systems. We encourage each group to continue working
on their respective responsibilities.

rv— e =

24.  We urge the OECD to continue to address the barriers limiting effective exchange of
snformation between tax authorities, in particular those which arise from excessive bank secrecy
rules.

p—
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surictly 1o respect the provisions of the April 26, 1996, understanding and to contribute
actively 10 the work of the monitoring group in South Lebanon.

We equally underline the imponance of resuming the multilateral track of the peace
process and encourage the working groups and steering group 1o pursue their activiues,
supporting the bilateral negotiations and enhencing regional cooperation and economic
integration.

We remind all parties that sustained economic development and improved living standards
for the Palestinian people are rea] factors in securing peace and enhancing stability in the
region.

We are convinced that peace and security and the fulfillment of the rights of all the people

of the Middle East, including the Palestinians, are vital to a lasting. just and negotiated
settlement that provides for the Palestinians 1o live as a free people on their own land.

Jordan

We welcome King Abdullah's reaffirmation of Jordan's long-standing suppon for the
Middle East Peace Process. We are commitcd to enhancing stability by supporting
Jordan's economic reform during this critical period. We recognize the impornance that
Jordan attaches 1o alleviating its debt burden and call on the international community 10

provide economic assistance, including, where appropriate, debt relief.

Nigeria

The G8 warmly welcomes Nigeria's return to civilian rule and democracy. It recognizes
that the strong backing of the international community will be needed 1o help the new
government implement the necessary political and economic reforms. The G8 will assist
positive change in Nigeria by continued support for democracy and human rights, good
governance, transparency and accountability and the reduction of poveny.

Kashmir

We are deeply concerned about the continuing military confrontation in Kashmir following
the infiltration of armed intruders which violated the Line of Control. We regard any
military action to change the status quo as irresponsible. We therefore call for the
immediate end of these actions, restoration of the Line of Control and for the parties to
work for an immediate cessation of the fighting, full respect in the future for the Line of
Control and the resumption of the dialoguc between India and Pakistan in the spirit of the

Lahore Declaration.

Cyprus

The Cyprus problem has gone unresolved for 100 long. Resolution of this problem would
not only benefit all the people of Cyprus, but would also have a positive impact on peace
and stability in the region.

Both parties to the dispute have legitimate concerns that can and must be addressed. The
members of the G8 are convinced that only comprehensive negotiations covering all
relevant issues can do this.
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The members of the G8, therefore, urge the UN Secretary-General in accordance with
relevant UN Security Council resolutions to invite the leaders of the two parties to
negotiations in the fall of 1999. They call upon the two leaders 1o give their full support to
such a comprehensive negotiation, under the auspices of the UN Secretary-General.

In accepting this invitation, the two parties/leaders should commit themselves to the

following principles:
: No pre-conditions;

All issues on the table;

Commitment in good faith to continue to negotiate until a settlement is reached;
- Full consideration of relevant UN resolutions and treaties.

The members of the G8 undertake to give their full and sustained backing to the
negotiating process and hope that it will prove possible for its outcome to be reported to
the meetings of Heads of State and Government at the OSCE Summit this November.




G8 STATEMENT ON
REGIONAL ISSUES
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Kosovo

We welcome the decisive steps already taken and now underway to end violence and
repression in Kosovo, to establish peace and 10 provide for the safe and free retumn of all
refugees and displaced persons to their homes. In this regard, we particularly welcome the
adoption on June 10 of United Nations Security Council Resolution (UNSCR) 1244, and
commend the intensive efforts of our Foreign Ministers and others, including the Special
Envoys of the European Unicn and the Russian Federation, to restore peace and security.

We reaffirm strong support for the international civil and security presences in accordance
with UNSCR 1244, We welcome the Jeadership of the United Nations in the international
civil presence, and pledge 1o collaborate closely to ensure the United Nations® success in
carrying out its complex mission. We also welcome the agreement reached between NATO
and Russia on the international security presence, and the relevant Military Technical
Agreement. In that regard, we insist that all parties 1o the conflict in Kosovo respect the
cease-fire and fully abide by the terms of UNSCR 1244 and the Military Technical
Agreement concerning the withdrawal of all Yugoslav and Serb military, police, and
aramilitary forces from Kosovo and the demilitarization of the KL A and other armed
Kosovo Albanian groups.
We expect 2l residents of Kosovo to contribute to the creation of a democratic, multi-
ethnic Kosovo. The return of refugees and displaced persons to their homes, and the
assurance of security for all persons including Serb and all other minorities in Kosovo will
be high priorities of the international community. To ensure the wellbeing of the refugees
and displaced persons, their return must be undertzken in a safe, orderly, and organized
fashion. We will work cooperatively with each other, the United Nations, the European
Union, the OSCE, and other international organizations 1o facilitate safe return including
demining.
We will fully cooperate with the work of the International Criminal Tribunal for the
Former Yugoslavia. We affirm our commitment to a meeting of the international donor
community in July to address short-term humanitarian and other needs for Kosovo, and a
subsequent meeting in the fall after a full assessment of needs has been developed pursuant
1o the assistance coordination process chaired by the European Commission and the World

Bank.

We stress the importance of the civil implementation and, given the key role the G8 has
played in the Kosovo crisis, we invite our Foreign Ministers to review on a regular basis
the progress achieved thus far in this process and to provide further guidance.

South Eastern Europe Stabilitv Pact and Donor Coordination

We welcome the adoption of the Stability Pact on June 10 in Cologne, an initiative of the
European Union which will continue to play the leading role. This Stability Pact has'
launched 2 process for South Eastern Europe with the objective of a positive mid- and
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long-term perspective for the countries in the region 10 achieve lasting peace as well as
political and economic stability. We take note that countries in the region panicipating in
the Stability Pact commit themselves to continued democratic and economic reforms, as
well as bilateral and regional cooperation amongst themselves to advance their integration,
on an individual basis, into Euro-Atlantic structures. We consider this stabilization process
10 be one of the major political and economic challenges ahead of us. We declare our
readiness 1o take strong action to achieve all the objectives of the Stability Pact. In repard
to the above, the Federal Republic of Yugoslavia must demonstrate a full commitment to

all of the principles and objectives of the Pact.

We underline that, in order to achieve the goals of the Stability Pact, the countries of the
region bear a primary responsibility. Assistance from outside can help, but not replace the
countries” own efforts. Therefore we call on the countries of South Eastem Europe to
cooperate With each other and within the international community 10 develop a shared
strategy for stability and growth of the region. In recognition of the principle of fair burden
sharing, we also call on the international donor community to undertake the necessary
measures in order to give the countnes in the region a strong signal of active international
support and solidarity and to organize donor conferences as early as feasible.

We welcome the progress made through the chairmanship of the European Commission
and the World Bank towards establishing a donor coordination process to develop a
coherent international assistance strategy for the region opening the door for all donor
opportunities as well as to mobilize additional financial support for reconstruction, regional
integration, economic recovery and reform and to promote sound macroeconomic and
structural policies by the countries concerned. This process will be guided by the High
Level Steering Group, in which the Special Coordinator of the Stability Pact will play an

important role.

The High Level Steering Group will be co-chaired by the European Commission and the
World Bank and include the Special Coordinator of the Stability Pact, the IMF, the EIB
and the EBRD which will be active in the region, plus one UN representative and the
Finance Ministers of major donor countries and, where appropriate, Development

Ministers.

Middle East Peace Process

We reaffirm our support for 2 negotiated settlement in the Middle East, that should be
based on the full implementation of existing commitments and on the principles of land for
peace, UNSC resolutions 242 and 338, the Madrid and Oslo Agreements, UNSC

resolution 425, and secure and recognized boundaries. We welcome recent encouraging
statements by the Prime Minister-elect of Israel 2nd call upon all parties to pursue the
Middle East Peace Process with resolve, rencwed efforts and good faith, leading to a

comprehensive, just and lasting peace.

We urge both Israel and the Palestinians to implement fully and promptly the Wye River
Memorandum, 1o combat terror, to fight violence and incitement to violence and to refrain
from all activities that prejudge the outcome of the Permanent Status negotiations. We call
upon both sides to resume immediately the Permanent Status negotiations. We believe that
the parties should set a goal of concluding the Permanent Status negotiations within a
target period of one year.

We also call for an early resumption of negotiations between Israel and Syria and Lebanon
in order to achieve peace agreements. In the meantime, we urge all parties concerned
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confirming the importance of making operational the approach
agreed by our Finance Ministers last April based on the framework
10 we laid out in Cologne.

Reform of the Multilateral Development Banks (MDBs)

The MDBs should sharpen their focus on poverty alleviation and improve
the efficiency of their assistance. The Comprehensive Development
Framework (CDF) and the Poverty Reduction Strategy Papers
(PRSPs) should become the basis for programmes that have strong
ownership by the recipient countries.

All the MDBs should allocate their support increasingly on the basis of
borrower performance. Country assistance strategies should take full
account of borrowers’ policy environments, including governance
issues. The MDBs own governance and accountability should also be
strengthened.

We look to the MDBs to play a leadership role in increasing the
provision of global public goods, particularly for urgently needed
measures against infectious and parasitic diseases including
HIV/AIDS, as well as environmental degradation.

Highly-leveraged Institutions (HLIs), Capital Flows, and Offshore
Financial Centres (OFCs)

We stress the importance of implementing measures recommended by the
Financial Stability Forum (FSF).

With regard to concerns about the potential consequences of the activities
of HLIs, we agree that the recommended measures should be fully
implemented and that they will be reviewed to determine whether
additional steps are necessary.

We urge the IMF to conduct a specific assessment of offshore financial
centres identified by the FSF as a priority.

We agree that it remains essential for each country to strengthen the
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financial system, choose an appropriate foreign exchange rate regime, and
liberalise the capital account in a well-sequenced manner.

Regional Co-operation

We agree that regional co-operation through intensified surveillance
can help contribute to financial stability by strengthening the policy
framework at the national level. Co-operative financing arrangements
at the regional level designed to supplement resources provided by the
international financial institutions (IFIs) in support of IMF
programmes can be effective in crisis prevention and resolution.




Briefs for Possible Bilaterals
during the Prime Minister’s
Visit to Okinawa




Contents

Japan - Mori

Japanese Inward Investors
Canada - Chretien

France - Chirac

Germany - Schroder
Russia - Putin

USA - Clinton

EU - Prodi




RESTRICTED

MEETING BETWEEN THE PRIME MINISTER AND JAPANESE PRIME MINISTER
MORI, 20 JULY 2000

OVERVIEW

1. The Prime Minister will have a short bilateral meeting
with Meri fFrom 1715-1735 on 20 July.

2. The agenda for the meeting is:

G8 issues (covered in the main pack)
BNFL/Mox Fuel

UK/Japan Youth Exchange Scheme
Japan 2001 Festival

Inward Investment

Japanese whaling

UN Reform

3. Although not on the formal agenda, the Prime Minister

and Mori may wish to briefly mention the disappearance in
Japan of the young British woman, Lucie Blackman, which has
attracted a lot of media attention. The Prime Minister could
thank Mori for the attention which the Japanese police have
been giving the case.

4. The Prime Minister and Mori last met on 4 May at

10 Downing Street. The meeting concentrated on preparations
for the G8, and on Russia. Mori sent Leo Blair a large "Kaga"
doll when he was born, for which the Prime Minister thanked
him by letter. The Prime Minister also wrote to Mori to
congratulate him on his re-election, earlier this month.

5. The UK and Japan enjoy a close bilateral relationship.
Japanese Foreign Minister Kono told the Prime Minister in
January that we are Japan’s closest partner in Europe.
However, France are making great efforts to move into pole
position. Chirac, in particular, is a Japanophile. The
UK/Japan relationship is underpinned by the UK/Japan Action
Agenda which sets out 21 areas of cooperation for the 21st
Century, including human rights, the environment, education
and trade and investment.

6. There are historic links between the UK and Okinawa. In
the early 17th Century there was British trading post in Naha,
largely used by British ships sailing between Japan, the
Philippines and Siam. Will Adams, the first Briton to set
foot in Japan, visited Okinawa in 1614 and 1618. All early
British visitors to Okinawa seem to have been struck by the
politeness and hospitality of the Okinawans. The Prime
Minister will visit Chatancho while he is in Okinawa, the site
of the rescue of the crew of a British ship, the Indian Oak,
in 1840. The crew were looked after with great warmth and
kindness by the local people.
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7. The meeting with Mori gives the Prime Minister the
opportunity to reiterate to the Japanese Government that we
welcome the resolution of the BNFL/MOX fuel issue. He should
also reassure Mori that the UK is committed to the trilateral
(UK, France and Japan) approach to nuclear shipment.

8. We hope that the Japanese will agree to the

announcement, at Okinawa, of the launch of the UK/Japan Youth
Exchange Scheme, which is due to begin next spring. The
Scheme will provide visas to young people from Japan and the
UK to spend a year on a working holiday in each other’s
country, and is similar to the Commonwealth Working Holidays
Scheme.

9. The Japanese asked for the Japan 2001 Festival to be on
the agenda. The Prince of Wales has agreed to be co-patron of
the Festival. Mori is likely to tell the Prime Minister that
the Crown Prince of Japan will agree to be co-patron, too, but
that final confirmation of this can only take place in August,
when the period of mourning for the later Empress Dowager of
Japan has ended. The Prime Minister could let Mori know that
the Embassy in Tokyo are planning a small-scale UK festival in
2002, to mark the 100th anniversary of the Anglo-Japanese
Alliance. The Prime Minister may be interested to know that
Richard Rogers has just been awarded the prestigious Japanese
cultural prize, the Praemium Imperiale (also known as the
Prince Takamatsu awards) .

10. Japan shows no signs of withdrawing her proposal to
extend her scientific whaling programme, despite the joint
UK/US/New Zealand Heads of Government letter to Mori asking
Japan to withdraw the proposal, and the Resolution condemning
the proposal at the recent International Whaling Conference
(IWC) in Adelaide. Clinton will raise the matter bilaterally
with Mori in the margins of the G8, and the US have asked the
UK to support them. The Prime Minister may wish to tell Mori
that he hopes that Japan will rethink.

11. The Prime Minister should reinforce the importance to
the UK of Japanese inward investment and the Government’s
commitment to maintain the UK’s position as the preferred
location for Japanese investment to the EU. The Prime
Minister will meet key Japanese investors in Tokyo, shortly
before he sees Mori.

12. Although Mori will not raise it at the meeting, the

Prime Minister may be interested to know that there has been
interest in Japan in the UK press speculation that HMG will
meet the Royal British Legion’s request for an ex gratia
payment of £10,000 to each former Far Eastern Prisoner of War
(FEPOW) or FEPOW widow. The matter is still under review and
will be discussed at Lord Falconer’s inter-ministerial meeting
on Veterans issues on 25 July.
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13. We have now formally nominated Sir Michael Weston as a
candidate to chair the 2001 UN Small Arms and Light Weapons
(SALW) Conference. The Japanese are also running a candidate,
Ambassador Donowaki. Unfortunately the Japanese found out
about our plans to nominate Sir Michael Weston through a leak
(probably from one of our EU Partners), and protested that we
had not warned them in advance. This is unlikely to be raised
by Mori, but, if it is, the Prime Minister should say that we
were sorry that the Japanese found out about the nomination in
this way, that it had been our intention to notify them
formally before we put Sir Michael Weston forward, and that we
hope that the two candidates can run for the post in a spirit
of friendly competition. Colombia are also running a
candidate.

14. On UN Reform, the Prime Minister should signal our
intention that his speech to the UN Millennium Summit include
key references to Security Council reform, and that we plan to
lobby other states to do likewise.

NEAPD, FCO
July 2000
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INFO IMMEDIATE DTI, DFID, HMT, BANK OF ENGLAND, MODUK, ACTOR
INFO IMMEDIATE WHIRL, UKREP BRUSSELS, SEOUL, PEKING, MOSCOW

INFO IMMEDIATE WASHINGTON, PARIS, BERLIN, ROME, OTTAWA
INFO IMMEDIATE CANBERRA, WELLINGTON

SUBJECT: G8 SUMMIT AND JAPAN

|"UMMARY

1. For Japan this Summit is important domestically as well as
internationally. The economy now improving, but not out of
the woods yet. The UK a valued partner at the Summit and more
broadly. Bilateral relations basically in good shape,
especially with agreement on BNFL. Political dialogue, trade
and investment opportunities, scientific collaboration and
people to people contacts head a broad agenda.

DETAIL

2. Obuchi conceived The Kyushu-Okinawa Summit as a means to
bind historical wounds with Okinawa, to stress the importance
of the regions, and mark the turning point into economic
recovery. It was also a means to profile Japan as an
interlocutor between the developed G8 countries and developing
ones in Asia and Africa who would not normally get near the
table. These aims say something about Japan’s continuing

uest for a secure and distinct place in world politics. Vast
Pffort and enthusiasm has been invested, especially by the
host localities. A visible success is very important for
Mori.

THE ECONOMY

3. Despite ten troubled years, Japan remains an economic
powerhouse. The country is more genuinely open than a decade
ago, and its society is in the midst of deep and fascinating
change. Not all of this is welcomed by the conservative
ruling parties. Much of it is the inescapable result of
economic forces. Japan has its peculiar problems - an ageing
society and at the moment a lack of clear political
leadership. But its vitality and resources remain formidable.
Japan continues to play the key role in the revival of the
Asian economies, and is a loyal and generous partner for the
US and Europe on most international political issues.
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4. The Government is focussed on domestic economic recovery.
At the signs are more firmly upwards; manufacturing
sect?confidence back up to 1997 levels; first quarter
growth of 2.5 percent; encouraging capital investment figures
and a reduction in unemployment. Japan may approach 2 percent
growth over this fiscal year.

5. But the recovery is still tentative. Consumer spending
remains weak. Demographic trends cast a shadow. More
restructuring, deregulation and better supervision of
competition are necessary. Total Government debt of around
130 percent of GDP (Dollars 6000 billion) limits the scope for
further stimulus. Interest rates will have to rise soon. Tax
reform (increase) is being put off until private sector growth
picks up momentum. While a return to recession is unlikely,
Japan’s economy faces more uncomfortable adjustment before it
can regain its full strength.

POLITICS

.. The three party coalition led by the Liberal Democrats
(LDP) held on to a reduced majority in last month’s elections.
Mori himself is not highly regarded in the polls or in his
party. But he still captains the ship, with support from
reliable professionals like Kono (Foreign Affairs), Miyazawa
(Finance) and Sakaiya (Economic Planning). The opposition,
slightly invigorated after the election, are attacking the
Government with charges of corruption and for using public
money to support a failing department store chain. The LDP’s
weakened coalition partners seem to be clinging to nurse.

FOREIGN POLICY

7. The Summit has dominated foreign policy this year. The

fundamentals of the relationship with the US remain good.

There has been recent progress on US force support issues

(including Okinawa bases) and telecommunication

interconnection charges (where we and the EU commission have
‘lso been active).

8. Korea is the closest issue. The Japanese are not carried
away by the meeting of the two Kims, though they agree it is
progress. They want to restart their own normalisation talks
with North Korea on the right terms. Instability in Indonesia
is a big worry for Japan, given the size of Japanese
liabilities in the country and region. Hopes of an early
peace treaty with Russia have evaporated, though Putin’s
statement that he would seek an agreement on borders with
Japan looks calculated to keep up the Japanese incentive for
economic assistance. Putin will return later in the Summer.

9. The EU/Japan Summit on 19 July in Tokyo will anticipate a
new agreement on EU/Japan cooperation next year. Kono
initiated this by his speech in Paris in January, in which he
talked for the first time of upgrading Japan’s relationship
with the EU as such. So far the Japanese have not produced
many ideas for practical follow-up. On the trade side,
however, an agreement on mutual recognition of standards in a
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broad range of fields could mark an important step forward.

BILI‘RAL RELATIONS

10. UK-Japan relations are excellent overall. The Japanese
Government has greatly valued our help in the lead-up to the
Summit. There remains strong interest among Japanese media
and opinion formers in the British approach to problems such
as reform of government, welfare and education. The UK is
gquote Japan’s partner of choice unquote in Europe (but the
French are working hard to displace us). Our common political
values, as well as extensive links in investment, trade and
finance, provide a strong foundation. Scientific, educational
and people-to-people contacts are growing. The two Prime
Ministers are to announce the youth exchange/working holiday
scheme.

11. The agreements on BNFL/MOX signed in Tokyo today remove a
serious shadow from our relationship. BNFL will now be able
+o resume normal commercial contacts with the Japanese
‘Jtilities. Japan’s need for nuclear fuel reprocessing and
services is likely to remain substantial for several years.
We and the French remain the only source. We have had recent
differences with Japan over untying of aid, whaling, and rival
candidatures for the chair of the UN conference on small arms
in 2001. These need to be handled carefully. On other
environmental, scientific and trade policy matters, however,
UK/Japanese dialogue is active and close.

12. Japan continues to offer big opportunities for UK trade
and investment. Our exports in 2000 are up almost 12 percent
over the same period last year. Larger British companies are
beginning to show more interest in investment into Japan, so
far in retail, telecommunications and software. We have
reported separately on trends in inward investment.

13. A string of Ministerial visits this year has shown our

desire to build a real and practical partnership with Japan in

nany fields. There are more potential gains to be reaped in
defence sales, in inward investment and in general Japanese

solidarity with Western policy. Over the next year until the
Upper House election in July, Japanese politics may become
increasingly introverted. We will be extending our contacts
with all the main parties. It will repay us, during this
transitional period, to keep the level of Ministerial contact
as high as possible, not withstanding the understandable
domestic political pressures.
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Yoshiro Mori

Japanese Prime Minister (since April 2000)

Born July 1937.

Graduated from Waseda University in 1960 having studied
Commercial Science.

Worked as a newspaper reporter before being elected to the
House of Representatives in 1969 from Ishikawa (a rural area
on the northern Japan Sea coast). Elected 10 times in total.

Previous Ministerial portfolios: Minister of Education,
Minister for International Trade and Industry, and Minister of
Construction. He has also held various senior LDP posts, most
recently Secretary General (1998-April 2000).

His career was hit by involvement in the Recruit shares scandal
in 1989 (from which he acknowledges making almost $1 million).

A close friend of former Prime Minister Obuchi with whom he
studied at Waseda University and whom he backed twice in the
party leadership contest, Mori was selected as Prime Minister
for having been a loyal supporter and worker within the LDP,
rather than for policy ability. His main strengths were seen to
be his huge network of contacts and his political insider
skills. He has relatively little international experience.

Mori’s brief spell as Prime Minister has been blighted by
gaffes, the most striking of which have been a series of
inappropriate references to Japan’s imperialist past.

Mori is unusually tall and well-built for a Japanese man of his
generation. He likes sport, especially rugby, about which he is
fanatical. He runs the Japanese parliamentary rugby team, and
played against British parliamentarians in the match organised
as part of Festival UK98 in Japan.

Mori was briefly in the UK on 3 May, when he met the Prime
Minister for pre-G8 talks, and received a rugby shirt from the
Commons and Lords Rugby Team.

Married (to Chieko) with a son and a daughter.

Speaks no English.
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MEETING BETWEEN THE PRIME MINISTER AND JAPANESE PRIME MINISTER
MORI: 20 JULY 2000

Check-1ist

GENERAL
- Congratulations on your re-election.

- Thank you for the "Kaga" doll which you sent to Leo on his
Pirth:

- Condolences on the deaths of the Empress Dowager and on former
Prime Minister Takeshita.

- Thank you for the attention which the Japanese police have given
the Lucie Blackman case.

BNFL: MOX DATA FALSIFICATION

- Welcome the agreement on 11 July between BNFL and Kansai
Electric. My Government will work with yours to help where it can
to return the fuel to the UK.

- Pleased that the obstacles to business between BNFL and Kansai
Electric have been lifted.

- BNFL working on a comprehensive and radical package of changes
to its management. We believe they represent the kind of positive
response needed to address the problems faced by the company.

BNFL: NUCLEAR SHIPMENTS

- Trilateral (UK/France/Japan) policy has been to use 3 routes, UK
supports this. But you will know our concerns about use of the
Cape Horn route at this time. We should not precipitate actions
which might provoke a hostile response. (The Chileans have a navy
- the Caribbean countries/South Pacific Islanders do not.)

- Nevertheless we were happy to participate, with France and
Japan, in the diplomatic mission to South America, to remind these
countries we use that route from time to time and to assess their
response.

- Shipments are entirely legal - but we need to recognise
sensitivities and maintain dialogue. We therefore need to be as
open as possible.

UK/JAPAN YOUTH EXCHANGE SCHEME
- Very pleased that we are able to announce the launch of the
UK/Japan Youth Exchange Scheme today. These working holidays

will give the young people of both our countries the opportunity
to get to know each other’s cultures first hand.
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JAPAN 2001

- Delighted that should be able to make announcement next month
about co-patronage of Prince of Wales and Japanese Crown Prince.
Prince of Wales has confirmed that he is happy to be co-patron.

- Strong HMG support for the Festival - glad that it will bring
Japan to wide range of people throughout the UK.

- UK plan a small-scale series of events in Japan in 2002, mostly
aimed at young people. 2002 is the 100th anniversary of the
UK/Japan Alliance.

INWARD INVESTMENT

- Delighted that there were 58 new Japanese investments in the UK
last year. We are determined to maintain the attractiveness of
the UK business environment to encourage further long-term
investment from Japan.

- Japanese investors make an immense contribution to the UK. We
value their views on our plans relating to the euro.

- We understand the concerns of some investors over the
sterling/euro exchange rate. But our focus has to be on long-term
stability, and not short-term fix.

- I regret any embarrassment caused to Japanese companies by the
recent leaks of government documents.

JAPANESE WHALING

- Thank you for your reply to the joint letter from Bill Clinton,
Helen Clark and me.

- We are disappointed that Japan has been unable to withdraw her
proposal to extend her scientific whaling programme to two new
species of whale. We hope that you will do so as soon as
possible.

- As you said in your letter, our views on whaling are very
different, and it is important that we discuss them calmly and
constructively.

- The International Whaling Commission (IWC) passed a Resolution,
by a large majority, earlier this month in Adelaide, asking Japan
to withdraw the proposal. Hope Japan will respect this.

If raised:
- Difficult to agree with you that the proposed expansion in
whaling is necessary for scientific reasons. The IWC Scientific

Committee raised serious concerns about the plan, but were not
given the time to consider the issue properly.
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- Know that you have invited a group from the UK to Japan for
scientific discussions on your whaling proposals. We are
considering the invitation - but had hoped to have these
discussions at the IWC.

UN REFORM

- Security Council reform a priority for the UK, including a
permanent seat for Japan.

- Welcome your lobbying of other participants in the Summit,
encouraging them to mention Security Council reform. Should
create political impetus to reach agreement. We hope shortly to
start a parallel exercise and look forward to comparing results.

- Will include reference to the importance of early progress in my
speech at the Millennium Summit.
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Background

BNFL: DATA FALSIFICATION

1. Shipments of MOX fuel began in 1999. The original intention
was that there would be two shipments to Japan per year. This has
been put on hold following the recent MOX data falsification

incident.

2. There have been discussions at Government and company level
with the Japanese since the problem first arose. These have
culminated in the agreement signed by senior UK and Japanese
officials on Tuesday 11 July, in parallel with the conclusion of
discussion between the two companies. We have accepted our
companies’ conclusion that the fuel should be returned to the UK,
subject to securing the necessary domestic and international
approach. BNFL has agreed compensation/reimbursement to Kansai
Electric and it has lifted its moratorium on future business with
BNFL.

BNFL: SHIPMENTS OF MOX FUEL

3. Under national and bilateral agreements, countries owning
spent fuel are obliged to accept the returned waste resulting from
reprocessing. British Nuclear Fuels Ltd (BNFL), via their marine
arm, Pacific Nuclear Fuels Ltd (PNTL), is contracted to transport
this waste. BNFL also transports MOX fuel.

4. The route options between Europe and Japan are the Panama
Canal, the Cape of Good Hope and Cape Horn. As the most direct,
the Panama Canal is the most regularly used. It has been our
practice in concert with France and Japan as equal partners in
this trade, to brief coastal state governments before and during
each shipment.

5. Like all merchant vessels at sea, under the United Nations
Convention on the Law of the Sea, PNTL vessels have the right of
innocent passage and freedom of navigation through both
territorial waters and Exclusive Economic Zones (EEZs).

6. The next shipment of HLW (HLW6) is due to leave COGEMA'’s
facility at La Hague in October. Our French and Japanese partners
are keen to use the Cape Horn route for this shipment. When
consulted earlier in June, the Foreign Secretary was against
agreeing to use the route: but he did agree to a diplomatic
mission to South America to gauge likely reactions to a shipment
via Cape Horn.

7. The mission to South America took place from 3 -14 July. It
visited Brazil, Uruguay, Chile and Argentina. We are reserving
our position on the route of HLW6 until after we have had the
opportunity to consider the mission’s findings.

RESTRICTED




RESTRICTED

UK/JAPAN YOUTH EXCHANGE SCHEME

8. We shall announce the launch of the UK/Japan Youth Exchange
Scheme while the Prime Minister is in Okinawa. The Scheme will
allow British and Japanese young people to spend a year in each
other’s countries, during which time they will be able to take
temporary work without the need for a prior work permit. It
closely resembles the Commonwealth Working Holidays Scheme.

JAPAN 2001

9. The Japanese are working on a major festival in the UK next
year, "Japan 2001". It is aimed, in particular, at deepening
knowledge of Japan at grass-roots level throughout the UK. The
events planned include Japanese-style open-air festivals
("matsuri") throughout the UK, including in Hyde Park, and an
interactive Japanese lifestyle exhibition which will tour British
schools. The Prince of Wales has agreed to be co-patron of the
festival, with the Crown Prince of Japan. This is not public
knowledge - we have been told by the Japanese Ministry of Foreign
Affairs that the Crown Prince’s co-patronage cannot be announced
until the mourning period for the late Empress Dowager (the Crown
Prince’s grandmother) is over, in August.

10. The Prime Minister may wish to mention to Mori that our
Embassy in Tokyo are working on a series of events in Japan in
2002, the centenary of the UK/Japan Alliance. These will be aimed
at reaching young Japanese people, and giving them the perception
of an innovative, fun, accessible, forward and outward looking UK,
which is a source of ideas relevant to Japan. We hope that this
will boost tourism, encourage study in the UK, and promote the
sales of British goods and services. The Embassy are hoping to
make the most of the interest of other countries which will be
stimulated by Japan’s co-hosting of the 2002 World Cup.

INWARD INVESTMENT

11. Comments by some Japanese investors about the high level of
sterling against the euro, and the leak of official documents on
the matter, have made Japanese investment in the UK a high profile
issue recently. However, the IBB Review earlier this month showed
that Japanese investment in the UK is still a very good news
story. There are 1300 Japanese companies operating in the UK, of
which 278 are manufacturing operations (employing 88,000 people)
and 163 are research, development and design operations. There
were 58 new Japanese investment projects in the UK in FY
1999-2000, up from 43 last year.

12. These new investments included the automotive, electronics ,
software, internet services and telecommunications sectors.
Particular successes were Fujitsu’s engineering centre for
advanced communications technology in Belfast which created 250
jobs; automotive investment by Toyoda Gyosei in Yorkshire (400
jobs); and investment by Nichirin in the North West (70 jobs).
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13. The UK share of Japanese investment in the EU is increasing,
and is now 46%, up on the last two years.

JAPANESE WHALING

14. Japan’s proposal to extend her current whaling programme to
include 10 Sperm and 50 Bryde’s (pronounced Brooders) whales a
year. Sperm and Bryde’s whales are commercially valuable and the
meat from the programme would be sold in Japan. Japan currently
takes a total of 550 Minke whales a year in the North Pacific and
Antarctic, exploiting a legal loop-hole which allows scientific
whaling, despite the moratorium. The 3-6 July meeting of the
International Whaling Commission (IWC) in Adelaide issued a
strongly worded (but not legally binding) Resolution asking Japan
to withdraw the proposal.

15. The Prime Minister, President Clinton and Prime Minister
Clark of New Zealand wrote to Mori at the end of June asking for
the proposal to be withdrawn. Mori replied saying that Japan
would take note of the view of the IWC Scientific Committee on the
proposal. However, Japanese filibustering tactics at the IWC
meant that the Scientific Committee were unable to consider the
issue in any depth. The Japanese have now invited a team from the
UK to visit Japan to discuss the scientific aspects of the
proposal. This is being considered, but Ivor Llewelyn, our IWC
Commissioner is sceptical about the value of such a visit. The

Japanese refused to have a serious scientific discussion at the
IWC, and are likely to have made this invitation to take some of
the political pressure out of the situation. The US recently
refused a similar invitation.

16. The UK strongly supports the current IWC moratorium on
commercial whaling. We would like to see a permanent, worldwide
ban on commercial whaling. We do not believe that there is any
justification for any whaling to take place, other than some
subsistence whaling by indigenous people. We would like to see
all other forms of whaling (including the "scientific" whaling
practiced by Japan) ended.

UN REFORM

17. Japan, with our support, has played an active role in New
York in pushing for Security Council reform. Like the UK, they
favour expansion of the Council’s membership from 15 to 24,
including new permanent seats for both Japan and Germany. They
stepped up their campaign following the US agreement in April to
consider a Council of slightly more than 21 members. They are now
lobbying around 100 states to express support in their speeches to
the Millennium Summit/Assembly for enlargement to include (a) both
categories of membership and (b) both developed and developing
states. The Prime Minister might mention to Mori that he will
underline, in his speech to the Millennium Summit, the UK’s desire
to see a more modern UN, including a reformed Security Council.
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He might also note that we will shortly launch a parallel lobbying
exercise in support of these principles, and stress that we should
remain in close touch on the outcome of our efforts.

18. The Japanese approach on UN reform is exactly in line with
UK policy: Kono and the Foreign Secretary had a meeting of minds
on the matter when they met in Miyazaki for the G8 Foreign
Ministers’ Meeting. Our primary aim for this year is to achieve
agreement on the principle of expanding both the permanent and
non-permanent membership. We are looking at how this might best
be achieved. A General Assembly resolution enshrining this
principle is possible. This would need only two-thirds support in
the GA, rather than the consensus required in the Open-Ended
Working Group. But even this will not be easy. And our efforts
will be complicated by US refusal to support any further move on
Security Council reform before the Presidential elections.

NEAPD, FCO
July 2000
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BACKGROUND BRIEF

. JAPAN

Basic Facts

Capital: Tokyo

Area: 378,000 square kilometres (1.5 times size of UK)

Population: (1998) 126 million

Time Zone: GMT plus 9 (Japan does not have Summer Time)

GDP: (1998) USS$ 3,049 billion (approx double that of Germany, UK and France)
Unit of currency: Yen (£1 = Yen 156 approx)

Emperor: Akihito, since January 1989

Prime Minister: Yoshiro Mori, since April 2000

Geography

1. Japan consists of four main islands: (from South to North) Kyushu, Shikoku,
Honshu (the main island) and Hokkaido. The land is mountainous and volcanic, and only
17% of the total area is cultivable. Much is wooded. The highest mountain is Mount
Fuji (a dormant volcano) at 12,388 feet.

History

2 A centralised state has existed in Japan since the 4t century. Sophisticated
culture began to flourish around the Imperial court in the 8" century. “Shoguns”
(military rulers) took power in the % century. Contacts with European powers, which
first took place in the 16™ century, were restricted until Japan’s near-isolation ended in
the middle of the 19" century with the overthrow of the shogunate in the Meiji
Restoration.

3. The new ruling elite set about developing Japan’s industrial and military power,
and methodically adopted much from the West. Japan’s rapid rise led to a war with
China in 1894-95 (and the annexation of Taiwan), a successful war with Russia in 1904-
05, and the annexation of Korea in 1910. Japan appeared to be becoming a liberal
democracy in the 1920s, but the Great Depression led to acute economic problems and
military domination. Japanese military expansion in China after 1931 led to friction with
Western powers and, faced with an oil blockade, Japan started the Pacific War.

4. The Allied occupation after WWII introduced far-reaching political, social and
economic reforms before Japan regained full independence when the San Francisco
Peace Treaty came into force in April 1952. By 1955, a strong cooperative arrangement
was established between a dominant conservative party, the bureaucracy and business,
which successfully implemented policies aimed at rapid industrial growth. This
concentrated economic activity in some regions and led to policies aimed at ensuring
wealth was redistributed to rural areas.




. Internal Politics

. J8 Japan is a parliamentary democracy with a constitutional monarch (the Emperor).
The parliament, called the “Diet” comprises the House of Representatives (Lower House)
with 480 seats (including 180 PR seats) and the House of Councillors (Upper House)
with 252 seats. Although budgets and treaties can be passed by the Lower House, all
other legislation must be passed by both Houses.

6. The conservative Liberal Democratic Party (LDP) is the dominant party in Japan.
It was in power for 38 consecutive years from 1955 to 1993. In 1993, weakened by
splits, it fell from power and was replaced by a disparate coalition which in turn collapsed
within a year. The LDP participated in the subsequent coalition government, then formed
a minority government before regaining a safe Lower House majority by 1997.

e 5 The LDP lost seats in the July 1998 Upper House elections due to the worsening
recession. Prime Minister Hashimoto resigned and was replaced by Keizo Obuchi
(former Foreign Minister). Obuchi managed to sideline the main opposition party, the
Democratic Party of Japan (DPJ), by forming a coalition with the Liberal Party and
Komei Party, providing the LDP with a majority in both houses. The DPJ lost support
and elected a new leader (Yukio Hatoyama) in September 1999.

8. At the start of April this year, just after the Liberal Party announced that it would
quit the coalition, Obuchi suffered a fatal stroke. LDP Secretary General Yoshiro Mori
replaced Obuchi, heading a coalition between the LDP, the Buddhist-backed Komei Party
and the (very small) Conservative Party. The coalition came back into power, with a
reduced majority (271 seats) in the Lower House elections on 25 June. The number of
seats held by the LDP fell from 267 to 233; the DPJ’s share increased from 95 to 127
seats. Upper House elections are due by July 2001.

9. Prime Minister Mori remains unpopular, mainly because of a series of
embarrassing incidents, most of them involving references to Japan’s imperialist past.
The opposition are attacking the government with charges of corruption and for using
public money to support a failing department store chain. There is speculation as to how
long Mori will last, once the Okinawa G8 Summit is over. Foreign Minister Kono is a
strong contender for Prime Minister, if Mori goes.

Japanese Economy

10.  Japan, the world’s second largest economy, is starting to come out of its worst
recession since 1945. Despite ten troubled years, Japan remains an economic
powerhouse. The country is more genuinely open than a decade ago, and its society is in
the midst of change. Not all of this is welcomed by the conservative ruling parties.

Much of it is the inescapable result of economic forces. Japan has its peculiar problems —
an ageing society and at the moment a lack of clear political leadership. But its vitality
and resources remain formidable. Japan continues to play the key role in the revival of
the Asian economies.

11. The government is focused on domestic economic recovery. At last the signs are
more firmly upwards: manufacturing sector confidence back up to 1997 levels; first
quarter growth of 2.5%; encouraging capital investment figures and a reduction in




unemployment (down to 4.6% in April from a post-war high of 4.9% in March). Japan
‘ may approach 2% growth over this fiscal year.

12, But the recovery is still tentative. Consumer spending remains weak.
Demographic trends cast a shadow. More restructuring, deregulation and better
supervision of competition are necessary. Total Government debt of around 130% of
GDP ($6,000 billion) limits the scope for further stimulus. Interest rates will have to rise
soon. Tax reform (increase) is being put off until private sector growth picks up
momentum. While a return to recession is unlikely, Japan’s economy faces more
uncomfortable adjustment before it can regain its full strength.

External Relations

13 Japan is increasingly active in international diplomacy, and is a reliable and
constructive partner for the UK on a wide range of issues including the Balkans,
Indonesia/East Timor and the Middle East Peace Process. Japan this year holds the
Presidency of the G8 group of major countries, which deals both with foreign policy
. issues (conflict prevention will be a priority) and economic/social questions. The G8
Summit, which has dominated foreign policy this year, will be held in Okinawa in July.

14.  Japan/US: The US remains Japan’s principal foreign policy and economic
partner, and the security relationship is central to Japan’s defence policy. There has been
recent progress on the difficult issue of host nation support for US forces in Japan. The
Diet last year passed legislation related to the revised — and contentious — defence
cooperation guidelines, which will, for the first time, define the support Japan will give to
the US military in regional emergencies. On the trade side, there has also been progress
on telecommunications interconnection charges, on which the UK and EU Commission
have also been active.

15.  Japan/Russia: The dispute over the Northern Territories, a group of islands
claimed by Japan but occupied by Russia since 1945, dominates the relationship.
Negotiations were re-launched at Japanese initiative in 1997 with the agreed aim of
resolving the dispute and signing a Peace Treaty by the year 2000. The two sides agreed

. last year to establish working groups on territorial and economic issues. But hopes of an
early peace treaty with Russia have evaporated, as both sides have well-entrenched
positions on the territorial question. Putin will visit Japan in early September.

16.  Japan/Korea: Japan’s relations with Korea have been difficult because of
Korean memories of Japanese annexation from 1910-1945. Links with the South have
improved since President Kim Dae-jung, during his visit to Japan in September 1998,
stated publicly that the relationship should look forwards, not back.

17.  Relations with North Korea still have to be normalised. There are many long-
standing bilateral problems, and more recent problems such as North Korea’s firing of a
rocket over Japan in 1998. The two sides recently started informal exploratory talks
aimed at a greater normalisation of the relationship

18.  Japan/China: Despite the growth of strong economic links, historical factors are
again a major irritant. The Chinese also express unease about Japan’s policy on Taiwan
and the US-Japan defence cooperation guidelines. The relationship is often portrayed as
one of rivalry for regional dominance.




19.  Japan/Asia: The Japanese economy is by far the most dominant in Asia.
Although the Japanese were criticised, particularly by the US, for not doing enough to
stimulate domestic demand to help other Asian countries export more to assist them in
overcoming the economic crisis, the Japanese have made a major and unparalleled
contribution to international aid packages for the countries affected. In the run-up to the
Okinawa Summit, Japan has made considerable effort to gather the views of other Asian
states so that it can act as the voice for Asia at the Summit.

UK/Japan Relations

20.  The scope of the bilateral relationship, both governmental and non-governmental ,
has expanded greatly in recent years. Events of the past two years have reflected this
well. The Emperor and Empress of Japan made a State Visit to Britain in May in 1998,
the programme for which was designed to highlight the many aspects of the relationship,
especially the extensive people-to-people links.

21.  There have been many Ministerial visits in both directions. The Prime Minister
visited Japan in January 1998 (when he launched the UK98 festival - over 800 events
covering commercial, scientific and lifestyle aspects of modern and traditional Britain,
which attracted over 5 million visitors), the Foreign Secretary in September 1999 and the
Trade Secretary in June 1999. So far this year, the Deputy Prime Minister and the First
Minister for Scotland, as well as several junior Ministers, have visited. The Chancellor
of the Exchequer and the Foreign Secretary also visited to attend G8 meetings.

22, Prime Minister Hashimoto visited the UK twice in 1998, Prime Minister Obuchi
visited in 1999, and Prime Minister Mori visited in May 2000 as part of a tour of G8
capitals. Foreign Minister Kono visited this January (for discussions with the Foreign
Secretary and Prime Minister, focused on priorities for the G8). The Foreign Secretary
and Kono last met in June 2000, in Damascus.

23.  During the Foreign Secretary’s visit to Japan in September 1999, he agreed with
the Japanese Foreign Minister on the UK-Japan Action Agenda. This provides a
framework for taking forward cooperation between the two countries. It reflects in
particular the increasing cooperation in non-traditional areas such as the common
challenges faced by developed societies as they enter the 21* Century, such as an ageing
population.

24.  British and Japanese parliamentarians held a parliamentary seminar in London on
10 February. This was the second such seminar — the first was held in Japan in 1998. The
UK-Japan 21* Century Group, a high-level non-governmental body promoting the
bilateral relationship, held their annual conference in March, focusing on the themes of
health and ageing issues and the effects of the IT revolution on the economy.

25.  There are strong cultural and educational links between the two countries.

Around 100 British cultural organisations — theatres, museums, orchestras — have links
with Japan. 16,000 Japanese are in full-time education in the UK, with a further 30,000 —
40,000 visiting for short-term courses. About 55,000 Japanese live in Britain (the third-
largest Japanese community overseas), while approximately 14,500 (1997) British people




live in Japan. The Japanese are organising Japan 2001, a major year long festival in
Britain next year.

26.  While there are no significant bilateral problems, the former Prisoners of War
issue remains sensitive. Both the British and Japanese Governments regard the question
of compensation under the 1951 San Francisco Peace Treaty as having been settled, and
support reconciliation as the way ahead. A public apology for the war-time sufferings of
former POWs was made by former Prime Minister Murayama in 1995, and was repeated
by Mr Hashimoto on behalf of his Government during the visit by Mr Blair in 1998.

UK/Japan Trade and Investment

2 Britain remains an attractive location for Japanese investment, receiving over
40% of Japanese investment in the EU. More than a thousand Japanese companies
operate here, of which over 278 are involved in manufacturing (providing employment
for about 88,000 people). There are also over 163 Japanese companies carrying out
research and development and design work in the UK. Japanese financial and trading
firms have a substantial presence in the City of London (the second largest foreign
presence). But recently some Japanese investors have expressed concern about the
sustainability of their investments in the UK, because of the high pound and the UK’s
non-membership of the Euro.

28. Japan is the UK’s largest export market after the EU and US, and Britain is
Japan’s ninth largest market. The trade balance is traditionally in Japan’s favour. But the

UK usually runs a current account surplus, with services, investment income and
financial transfers making up the trade deficit.

29.  The weakness of the yen and depressed domestic demand in Japan resulted in an
increase in Japan’s trade surplus in 1998 (UK exports dropped by 23% to £3.21bn
compared to 1997 figures). But British exports (£3.32bn) and Japan’s surplus (£6.2bn)
stabilised in 1999. In the first two months of this year, British exports to Japan increased
by 11.3% compared with the same period in 1999; imports from Japan were up 4.1%.

30.  Main UK exports to Japan include vehicles, pharmaceuticals, electrical machinery
and scientific instruments. UK companies that have made significant investments in
Japan include BT, Cable and Wireless, ICI, Glaxo, BP. British retailers with a presence
in Japan include Boots, Virgin and the Body Shop.

31.  The British Government is strongly committed to helping exporters. It opened the
British Industry Centre in Yokohama to help businesses test the water. In 1999, the
Government opened a trade promotion office in Fukuoka and upgraded the office in
Nagoya to a full Consulate. British Trade International plans to run a record 34 trade
missions to Japan this year.

3s: The British and Japanese Governments work closely together on trade promotion.
In addition to Japanese support for British trade promotion efforts, the two governments
organise joint trade missions to third countries and encourage third country commercial
collaboration (winning, for example, £1.9 billion worth of contracts in Turkey, Oman and

Qatar).
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Travel Information

Okinawa, the southernmost prefecture of Japan, consists of 57 islands which include the
Miyako and Yaeyama groups, with the main island of Okinawa as the nucleus. The only
prefecture in Japan that is truly subtropical, Okinawa is a southern paradise where
colorful flowers of the subtropics bloom the year-round. The sea that surround these
islands has an emerald-green sheen, and the resplendent coral reefs are among the
world's finest. These natural attractions have given rise to world-class beach resort that
cater to sun-loving vacationers.

Okinawa was once a kingdom of its own called the "Ryukyu" regime. During this regal
period, the island thrived as a grate trading center through active interrelations with
neighbor nations. Okinawa is now a focus of attention with the restored of Shurijyo
Castle reviving the glorious history of the Ryukyu Kingdom.(Scheduled flight service is
available between Naha and Tokyo [ in 2 hrs. 30 min ], Nagoya, Osaka, Fukuoka and
other major Japanese cities. Ferry service is also available.)

INDEX

Shurijo Castle(Naha City)

Studio Park "Ryukyu-no-Kaze" (Yomitan Village)

Okinawa Commemorative National Government Park (Motobu Town)
Beach Resorts on the West Coast (Okinawa Island)

Gyokusendo bunka-mura (Tamagusuku Village)

Taketomi Island (Taketomi Town)

Iriomote Island (Taketomi Town)

Traditional Arts and Crafts

Your Japanese explanation is here.

Shurijo Castle(Naha City):

http://www._pref.okinawa.jp/kanko.html 13/July2000
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This was the residence of the Ryukyu royal family for about 450 years, since the

‘ early 15th century, and shone out as a focus for a brilliant dynastic culture. The
Seiden, above all, is its most important structure, as the site where politics and
ceremonies were enacted with the King in attendance. Completely restored in
November 1992, the Seiden stands imposingly on a hill that commands a
panoramic view of Naha City and East China Sea.

Studio Park "Ryukyu-no-Kaze" (Yomitan Village) :

This theme park served as the main stage for a highly popular historical drama
televised in 1993 as a series. The 4.7hectare site has reproduced the 17th-century
splendor of the Ryukyu Kingdom. Visitor can enjoy the culture, taste treats and

pleasures of golden-age Ryukyu. (Approx. 1 hr 20 min. by bus from downtown
Naha, or approx. 50 min. by car from Naha Airport.)

Okinawa Commemorative National
Government Park (Motobu Town):

This is Japan's largest national subtropical park, created on the site of the 1975
Okinawa International Ocean Exposition. The site is dotted with various facilities
such as the Aquarium, Tropical Dream Center, Okinawa Museum and amusement
park, along with tropical plants and the emerald-green sea. ( 2 hrs. 30 min. by bus
from downtown Naha.)

Beach Resorts on the West Coast (Okinawa Island):
e

White sand beaches rim the islands of Okinawa and their distinctive coral reefs.
The west coast of the main island, in particular, has a number of world-class
beach resorts. Marine sports, golf and fishing are some of the options that let you
enjoy a tropical holiday. ( 1 hr. to 1 hr. 30min. by car from downtown Naha.)

Gyokusendo bunka-mura (Tamagusuku Village):

http://www.pref.okinawa.jp/kanko.html 13/July2000
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The Gyokusendo stalactite cave, the largest of its kind in the Orient, was

. discovered in 1967. More than 900,000 stalactites, stalagmites and pillars from the
magical architecture of this mysterious subterranean world. ( 50 min. by bus from
downtown Naha.)

Taketomi Island (Taketomi Town): §

This small Taketomi Island of 6.3km2, encircled by an atoll, is accessible by 10
minutes' ferry ride from Isigaki Port. The paths on the island are covered with white
sand and lined with peaceful rows of houses accentuated with Sisar gurden lion
statues on orange tile roofs and the walls of coral limestone twined with
subtropical flowers. Scenery of whole island is just like a huge garden. The scenes
of Okinawa from the good, old days are still alive here.

Iriomote Island (Taketomi Town):

Iriomote Island of approximately 130Km in permeter, located in the west of Ishigaki
Island, is the second largest island in this prefecture after Okinawa Main Island.
The most part of the island is mountainous area, over 90% of which is covered
with tropical and subtropical virgin forest. Most of then are literally the untouched
jungle. The climate of Iriomote is much closer to tropical than subtropical.
Overwhelming rainfall creates tropical rain forest climate here. It has been long
said to be the last land of mystery in Japan, where world-class rare spacies of
animals and plants such as "Iriomote lynx", "Serpent eagles", and
"Semaruhakogame(turtle)" live even today. Just like the land, the sea around
Iriomote Island has the underwater jungle of coral reefs, offering numberless
diving spots a bit different from others.

http://www.pref.okinawa.jp/kanko.html 13/July2000
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Traditional Arts and Crafts:

Okinawa's balmy climate and unique history gave rise to traditional arts and crafts
of superb quality in various parts of the prefecture. These include pottery, dyed
textiles, lacquerware and glassware. Shoppers can also stop at workershops to
watch craftwork or to enjoy hands-on experiences.

Back to Home Page of Okinawa

mail to okinawa@pref.okinawa.jp

http://www.pref.okinawa.jp/kanko.htmi 13/July2000
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About Nago City

Nago City was founded on August 1st, 1970 with the consolidation of one town,
Nago, and four villages of Yabu, Haneji, Yagaji, and Kushi.

This made it the ninth city in Okinawa Prefecture. Located in the
northern part of the main island of Okinawa, it occupies the third
largest land area in the prefecture after Taketomi Town and
Ishigaki City. The city is located in a subtropical oceanic
environment that is warm and mild with an average yearly
temperature of 21.6[], making it one of the cooler regions of
Okinawa. The population is 55,324 (current as of June 1, 1999).

[] History 1
[] History 2

[] Geography - Climate
[] Population - Households

[] City Hall
[] The City Emblem
[] Industry

TFep Page

For more information, contact sami04@plum.ocn.ne.jp

http://www.city.nago.okinawa. jp/englishpage/profile_eng/index.htm 13/July2000
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About Nago City
[History 1

L]
1. In the Beginning []

When did people first begin living in Nago City? In Okinawa, the oldest
archeological remains excavated so far have been in Naha City and are estimated to
date back 32,000 years. In Nago City, on the beaches of the Sumiyabaru area, there
are ruins dating back 4,500 years.

Approximately 2,000 to 1,500 years ago

human habitation increased in the areas i T 18

close to the seashore, which can be shown m n?dlw

by the shell mounds that have been

discovered in these areas. In this period =

there was no agriculture. The people lived .@ %

a hunter-gatherer lifestyle, eating fish o ’

and shellfish caught from the seashore and ™ ™

fruits and grasses gathered from the hills

and fields. In the 12th century, the Barthenware unearthed from the Sumiyabaru Site
history of Okinawa entered a great transition. The growing of wheat, rice and
other cereals began, iron tools were introduced to the islands and the form of
earthenware pottery underwent sudden change. People began to move inland to the
plateaus and higher ground to live. This is referred to as the Gusuku Period. In
comparison to the central and southern regions of Okinawa, far less numbers of
archeological remains have been found in Nago and Yanbaru. Entering the Gusuku
Period, we see the emergence of regional chieftains, called 4/, who governed
local areas. Above these regional chieftains in the northern area ruled the
builder of Nakijin Castle, the lord of the northern kingdom of Hokuzan. This was in
the 14th century. By this period, the 4j7s of Hokuzan, as well as the Ajis of other
regions, had already begun trading with China, which can be shown by the large
numbers of Chinese porcelain from this period that have been unearthed in various
areas.

O
2. From the Hokuzan to the Ryukyu Kingdom

[] The kings of the northern kingdom of Hokuzan ruled for three successions for
over 90-years. In 1416, the central kingdom of Chuzan invaded Hokuzan. The armies
of the 477 regional chieftains from Nago, Haneji and Kunigami joined with the
Chuzan forces and the Hokuzan Kingdom was destroyed. In 1422, the Chuzan king Sho
Hashi installed a supervisor for the Hokuzan area and created a system of defenses
around Yanbaru. This system of supervision lasted through the 15th century and
into the Second Sho Dynasty, until 1665.

http://www.city.nago.okinawa. jp/englishpage/profi le_eng/history_01.htm13/July2000
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L
3. The Barly Modern [#agiri] Districts and Villages [] Farmers

[J In 1609, during the rule of the Second Sho
Dynasty, the Shimazu clan from Kyushu invaded
the Ryukyu Kingdom. From that period on, the
political society changed from the ancient
Ryukyu kingdom to the Early Modern Period
Ryukyu Kingdom. There was no substantial
change in the administrative village areas
designated Shima, but administrative reforms
progressed. Around the mid 17th century, the
number of tax payment units, - [Jvillages
(Shima)[], were as follows: in Nago magiri -
17 and in Haneji magiri -14, a total of 31 villages. This was increased around the
mid 18th century to Nago magiri -11, Haneji magiri -18, and Kushi magiri - 13,
totaling 42 villages. This figure remained so until the end of the Early Modern
period. The magiri districts of Nago, Haneji, and Kushi were ruled by both the
regional chieftains and the Jekata. Among these leaders, one who represented the
early modern Okinawan era as a member of the literati, a scholar, and an educator,
and who was well known as a saintly Jekata, was Nago Uekata Tei Junsoku. He
received the job as the general regional chief of the Nago magiris in 1728. The
government district office, called Bansho, was at first located in the Jinga
forest in Agarie, but was later relocated to the current location of the Nago
museum at the end of the 17th century. The farmers of the early modern perlod grew
sweet potatoes for subsistence but were also taxed. The b
tribute was different according to the region; in Nakagami

and Shimajiri they grew sugarcane for taxes, in Yanbaru,

with the exception of Nakijin and Iejima, they were obliged

to grow rice, and Ukon (turmeric) was designated as a

special product of the area. In 1735, the repair of Haneji

Okawa was implemented as a national project under the

reforms of the government minister Saion, which as well as

securing the area as a rice producing area, showed the

standard of civil engineering in the Early Modern era. Ukon

was the special product of Yanbaru and by the mid 18th

century the area was producing about 13, 000 kin (7,800kg),

which was used on the mainland of Japan as a valuable yellow & =

dye. The yellow colour of T2kuan (yellow pickled radish) Sanpuryumyakuhi
actually comes from the Jkon grown in Yanbaru. Below the (REUNE mewestat)
well-known Himpun Gajimaru (Giant Banyan tree) there is a stone memorial that was
erected in 1750, the Sanpuryumyakuhi. On the memorial, it is written that Saion
eriticized and rejected the moving of the capital from Shuri to Nago and
constructing a canal linking Yabu and Kogachi, issues that were being discussed by
the Ryukyu government at that time, as this was i1l fated according to Feng Shui .

L]
4. The Latter Period Ryukyus and the Development of Nago

In 1872, the Ryukyu han (feudal domain), was formed as a m
5 . *t JI | -. '“" :

o ——

bhtuo of Navo Uekata (Lord) - Tei Junsoku

Japanese administrative domain. In 1879, this domain was

http://www.city.nago.okinawa.jp/englishpage/profile_eng/history_Ol.htm13/July2000
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d1ssolved by edict ot the Me1)1 government, and Ukinawa N
prefecture was formed. The changes also affected the Nago |
gion and while maintaining some facets of the old regime

nder the ”"Preservation of Ancient Customs” policies of :

the Meiji government, the region advanced toward Y
modernization. The town of Nago, in particular, bt
experienced rapid development. After 1882, regional pivotal facilities such as
the post office and hospital were centrally located in Nago. In 1884, it was
written in the [ J0kinawa Prefecture Chishiryakd ] that, [Jthe Oganeku area is the
Kunigami region’s most prosperous area.[ ] The sea routes to Naha were well
established and Nago Harbour became a relay point for the collection and shipping
of goods, and travelling people. Many shops also opened one after the other
centering around Nago Odori road. In the latter part of the Meiji era (1868-1912),
to the beginning of the Taisho era (1912-1925), the Prefectural road between Naha
and Nago was constructed and rural district roads extended onward into various
areas of Yanbaru. Nago became a hub of land transportation as well. Through all
this activity the central district of Nago became the central area for Yanbaru[ Js
administration, transportation, education, and commercial functions. The area
began to take on its shape, position and role as a town, and its future course as a
town was also determined. The basic characteristics of this area have not changed
since then. In 1923, the five northern districts of Kushi Village were separated
from Kushi Village to become Higashi Village. In February of the following year,
the town system was implemented in Nago Village, and Nago Village became Nago
Town.

]
5. Efforts to Promote Industry

[]Before World War II, apart from transport and commerce in the central district
of Nago, Nago[Js industries consisted mainly of agriculture and forestry. In 1888,
sugarcane agriculture spread into the region, but because of the traditionally
high importance attached to rice cultivation, sugar cane did not come into full-
scale production in the Nago area until after the war, around the 1960°s. The
livelihood of the residents of the region with its vast mountains and forests was
supported by the forest industry. In about 1877, land reclamation and the growing
of indigo plants began, mainly by descendant families of samurais who had moved
into this region. In the latter Meiji period many people arrived to earna living
by lumbering, charcoal manufacturing and indigo growing in the Haneji Okawa
upstream areas and mountains. The estuaries and inlets of the villages were
bustling with Yanbaru boats transporting the products. The forest industry was an
important business for Nago and Yanbaru until the 1950 Js, after the war.

O]
6. Emigration and Working Qutside of the Prefecture

In 1899, there was widespread emigration from Okinawa
to North and South America, starting with Hawaii, and
then to the Pacific islands and the Philippines. From
the middle part of the Taisho era (1912-1926) the
number of people leaving the prefecture to find work
inmainland Japan increased year by year, mainly
being women who went to work in the spinning
factories of mainland Japan. The many people who left

http://www.city.nago.okinawa.jp/englishpage/profile_eng/history_01 .htm13/July2000
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sent home their earnings and were a great support to the people back home. The
largest number of emigrants and people going to work outside the prefecture, from

kinawa, were from Haneji, many going to Brazil and Hawaii. From Nago many people
also went to work outside the prefecture and also immigrated, to Hawaii, Peru, the
islands of the South Pacific, and the Philippines. In 1935, 19% of the population
of Nago had emigrated abroad, amounting to about one in five of the population.
Many people left Nago and Haneji for work in mainland Japan, mostly to Osaka,
Hyogo, Wakayama, Mie, Kanagawa and Tokyo. The women were mostly employed at
spinning factories and the men as factory workers in factories such as the
ironworks.

« Back Index

For more information, contact sami04@plum.ocn.ne.jp

http://www.city.nago.okinawa.jp/englishpage/profi le_eng/history_01.htm13/July2000




Page 1 of 4

O
-

oKINAWA N@GO City
Englrsh Page

About Nago City
QHistory 2
&

7. Toward Development of Edueation

In 1916, the Kunigami Agricultural School, which :

had produced many human resources, was relocated to

Kadena. This was a disappointment for the people of :’"f"

Nago and Yanbaru. The newspaper of the day reported 5

that it was as if [Ja fire had burned out in the town

of Nago[_]. For the town’s development,

establishment of a junior high school became an

important regional issue. Finally, in 1928, as a S

result of the activities of the residents of The Prefectural Third Middle School
Kunigami-gun, the prefectural third junior high school was established there. In
1930, what had started out in 1920 as the Practical Course Girl’s High School was
reestablished as the third Prefectural Girl’s Senior High School. The prosperity
of both schools supported the vitality of Nago Town.

O]
8. The Battle of Okinawa and Postwar Recovery

P T

ashes during the Battle of Okinawa. Compared to the
ground war that engulfed the mid and southern regions of
the island, the damage from the hattle was not as severe,
but it left deep secars within the people. In late March
S8 . of 1945, due to the air raids of the US forces, people
i “ fled deep into the mountains for safety. At the end of

EALE

-iq- The town of Nago, renowned for its beauty, was reduced to

June 1945, together with the rest of the refugees from
the mid and southern regions, the people left the
mountains and went to refugee camps. The total number of
refugees accommodated in the refugee camps of Taira,
Sedake, Ourazaki and Kushi exceeded 140,000. The postwar era began with life in
the camps. From November of the same year, the people who had returned to their
home regions spent their days ploughing their wasted land and building homes. The
restoration of the central district of Nago began in January of the following
year, 1946, as a district reorganisation project. The framework of the central
district of Nago today is based on this work. Also, by the end of 1946, 60% of the
houses and 50% of the farmland had been restored. In May 1946, in order to
facilitate early reconstruction, Yabu Village was separated from Nago Town and
Yagaji Village was separated from Haneji Village.

O

£ UAF R
'ﬂ

ango City Government Office,
Kushi Branch Office (1970)

http://www.city.nago.okinawa.jp/englishpage/profile_eng/history_02 .htm13/July2000
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Y. 1950-1960

The postwar confusion finally settled down in the late

950°s, but it was also a time of the construction of U.S.
military bases. In 1958, the construction of Camp Schwab
began on what was the location of the Qurazaki refugee
camp, and the mountainous regions of Kushi and Henoko
were requisitioned as maneuvering ground for the U.S.
military. On Mount Tano, Camp Nike was constructed. (It s i it
was reverted in 1972 and is presently the location of Ourazaki Refugee Camp
lkoi-no-mura Okinawa). In the 1960°s the political issue for the citizens of
Okinawa was the reversion movement to their motherland, Japan. Meanwhile the
region’s industry was undergoing great changes. In 1959, with the farm subsidies
for sugarcane and pineapple, the lands shifted toward this type of agricultural
production with the attendant reduction in rice farming. Large modern factories
such as those of Orion Beer, Ryukyu Cement, Hokubu Sugar Manufacturing, and the
Keizairen Pineapple Factory began to be constructed in the area. Various shops and
offices were also built in the central district of Nago and along the main road.
From about 1960, consolidation to become a city became a common task. After 10
years, on August 1, 1970, the town of Nago and the villages of Haneji, Kushi, Yabu,
and Yagaji were consolidated into the prefecture’s ninth city. Thus Nago City was
born.

O
10. The 1970’s

The 1970°s were a tumultuous period that shook

the entire prefecture. Particularly in 1972, as

well as the issues surrounding reversion to

Japan, the preparations for the Wakanatsu

National Athletic Meet and the competition to 7

invite the Ocean Exposition to Okinawa,K made for

a bustling period throughout the communities of The 730 Traffic Direction Change (1978)
Okinawa. On May 15, 1972, Okinawa was formally

reverted to Japan. The new life of Okinawa Prefecture started. In Nago City, in
order to establish itself as the urban core in the northern region, the land
reclamation of Nago Bay and the construction of Nago fishing port began. In 1973,
comprehensive plans and outline proposals were completed for Nago City. These
became the guidelines for the subsequent planning of Nago City[]s future
framework. In 1975, the Okinawa Ocean Exposition was held as a project to
commemorate Okinawa’s reversion to Japan. A new highway between Ishikawa and Kyoda
was also opened to traffic. In 1977, a baseball field was built in the 21st Century
Park. In 1978, due to repeated accidents during U.S. military drill maneuvers, the
residents’ resistance activity against the U.S. military bases became very
active. In the same year the driving direction on the roads shifted to Japanese
standards with implementation of the 7-30 change. In 1979, the Nago Sewage
Treatment Plant was completed.

k]
11. The 1980°’s

If the 1970°s can be called a decade of
turbulence, then the 1980°s should be called
the decade of foundational construction. In i““‘"“""f’ ;

http://www.city.nago.okinawa. jp/englishpage/profile_eng/history_02.htm13/July2000
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for the tenth anniversary of the formation of
dago City being carried out, numerous new
acilities were constructed. Starting with O O,
the renovation of the city’s market in 1980, as RSN SIS h
well as the construction of facilities suchas y,,, («H'y Re1 T Canpletion Cerésny, (1082)
the Child Care Center, the new City Hall, Nago
Museum, Okita Elementary School, Nago Civic Hall, Nago Fire Station, the Nago City
Chamber of Commerce and Industry Building, the Nago City Labor Welfare Center, the
Day Service Center, road works, and the creation of parks, were carried out one
after the other. With the objective of revitalization and cultural promotion, new
events such as the Shimin Kenko (Citizens[] Health) Marathon, the Nago City Health
Promotion Athletic Meet, the Youth Cultural Festival, Nago Shimin Geki (amateur
plays by Nago citizens), and the Citizen’s Music Festival, were held. In 1985, the
city’s population reached 50,000. In 1987, the Okinawa Kaiho National Athletic
Meet was held, and sumo, kendo, rughy, high school baseball, and hicycle racing
took place in Nago. In 1986, Nago City formed sister city relations with Hilo City,
Hawaii and in 1988, and friendship relations with Matsuo Village, Iwate. In 1984,
damage due to the presence of U.S. military bases, such as the direct hit froma
machine gun on a dump truck and the falling of a helicopter door occurred, and in
1987, when a stray bullet hit a taxi the residents of Nago held a protest rally.

O
12. The 1990’s

[]In 1989, the name of the era changed from the Showa era (1926-1988) to the
Heisei era, and the 1990 Js changed to an age of creating a Nago City well prepared

for the 21st century. In 1989, as part of the[ [ JHometown Creation Project[], the
[INago Uekata Jyuku (Learning Group)[] was established. The citizens themselves
also played a part in planning for Nago city. In the area of educational and

cultural promotion, one of the main [ T
pillars of planning for the city, the §& L >
Akemio Exhibition, the Nago Cultural

Festival and the Nago Lifelong

Learning Promotion Convention were

held. Many facilities were also set

up. For example, the 21st Century

Gymnasium, the Nago City Educational . :
Research Institute and Omiya Junior  porning Sister City Relations with Londrina, Brazil
High School was established, and the

Nago City Cultural Association was founded, as part of this effort. The opening of
Meio University and the Hokubu Nurse Training School were also exciting
developments for Nago City. In 1992, the Hokubu Region Joint Administrative Block
Office Union (sectional office union) was established and, in 1993, the Hokubu
(northern) region was appointed as a [Jbase city[]. Work on improving the city’s
environment in 1993 saw the opening of the Nago Chuo road to traffic through the
center of the central district of Nago and the opening of the New Yagaji Ohashi
Bridge to traffic. In 1992, the Ryukyu Ayu (a sweetfish) was a topic of
conversation as release into the Genka River began. In 1990, friendship city
relations were formed with Takikawa City, Hokkaido. In 1997, friendship city
relations were formed with Hirakata City, Osaka. The following year, in 1998,
sister city relations were formed with Londrina City, Brazil. With the decision

http://www.city.nago.okinawa.jp/englishpage/profi le_eng/history_02.htm13/July2000




PRIME MINISTER’S MEETING WITH JAPANESE INWARD INVESTORS

Objective

Reinforce importance of Japanese inward investment and HMG’s commitment to
maintain the UK’s position as the preferred location for Japanese investment into the EU.

Points to make

Greatly value the investments made by Japanese companies in the UK. Make an
enormous contribution to our economic well being and in helping to modernise our
industrial base.

Figures announced last month recorded 58 Japanese investments in the UK last year.
Determined to maintain the attractiveness of the UK business environment to
encourage further long- term investment from Japan

Committed to delivering economic stability, investing in skills, education and
infrastructure, continuing our policy of deregulation, maintaining flexible labour
practices and in creating the right culture of enterprise and innovation to enable you
and others to invest and grow with confidence.

Defensive

e Understand the concerns of some Japanese investors over the pound/euro exchange
rate. But our focus has to be on long-term economic stability, not short- term fix.

e Also know that many investors are deeply interested in our position on EMU. The
determining factor underpinning any Government decision on the EMU is whether the
economic benefits from the UK joining are clear and unambiguous.

What matters for investment is economic stability. Sure you understand that to join
EMU without economic convergence would be a recipe for less stability, not more.

Your views and those of other inward investors are welcome on our plans relating to
the euro and will be taking into account in whether to recommend membership —
investment is one of the five economic tests




BACKGROUND - INWARD INVESTMENT FROM JAPAN

e 1300 Japanese companies operating in the UK.

278 Japanese manufacturing investment operations in UK

e 163 research, development and design operations

88,000 people employed in manufacturing operations

Despite economic downturn in Japan —
- 58 projects in financial year ended March 2000 (up from 43 last year)

Sectors include automotive, electronics, software, internet services and
telecommunications. Success includes Fujitsu’s engineering centre for advanced
communications technology creating 250 highly skilled jobs in Belfast. Also
automotive investment by Toyoda Gosei (400 jobs) in Yorkshire, Nichirin (70
jobs) in the North West, Tokai Rika (150 jobs) in Wales and Katsushiro Matex
(150 jobs).

- 40 live projects being tracked by Invest UK

e UK share of Japanese investment in Western Europe increasing — now 46%, up on
the last two years (Japan Ministry of Finance, June 2000)

Japan will remain world’s second largest economy for foreseeable future. Equivalent
to two-thirds of all Asian economy. Will remain important source of technology and
vital potential contributor to the UK’s globally orientated knowledge driven economy.




PRIME MINISTER’S POSSIBLE BILATERAL WITH CHRETIEN

(if raised) EUROPEAN DEFENCE

Objective

- to reassure Chretien that Canada can play a part, separate from the USA, in
developments on European Defence.

Background

1. Canadian Foreign Minister Axworthy lobbied the Secretary of State during the
Florence NAC about Canada’s role in European Defence. We recognise that Canada is in
a special position. She does not want to be lumped together with the US, or excluded
from EU/US dialogue on security and defence issues. We recognise the continuing
Canadian contribution to international security, including participation in IFOR/SFOR
and KFOR. But the Canadians should recognise that, while European Defence is an EU-
led process, how it develops will depend crucially on the evolving EU/NATO
relationship. Canada can play an important and positive role in that evolution, without
requiring a special status vis a vis the EU. Canada would like to be treated as an
“honorary European” (ie to have the same status as the Six). That would not be sellable
in the EU. But there are a number of things on offer:

e The UK was instrumental in Feira in having Canada singled out as the only non-
European specifically mentioned as a country that might be invited to take part in EU-
led operations. The EU welcomed Canada’s interest.

CESDP will feature in the twice-yearly EU-Canada Ministerials and the official level
meetings.

Canada, as a NATO ally, would have a veto over the use by the EU of NATO assets
and will contribute fully to NATO’s work on ESDI, including Berlin plus, which will
have an important impact on NATO/EU relations.

2. There are possible “extras” we might be able to offer Canada further down the road,
but we have not sought Partners’ views on these and should be wary of offering more
than we might be able to deliver. Examples include:

Canadian military liaison to the European Military Staff.
Invitation to attend Capabilities Commitments Conference, as an observer.

Invitation to declare capabilities that might be available for EU-led operations
(as some of the Six have done).




PRIME MINISTER’S POSSIBLE BILATERAL WITH PRESIDENT CHIRAC

EU Issues

IGC: vote reweighting (parity with Germany), Commission size, QMYV, closer
cooperation

European defence: importance of UK/France cooperation, capabilities, structures,
Treaty change

Charter of Rights: restricted content, legal certainty, declaratory nature

Enlargement: maintain momentum, strategic review at Nice




PRIME MINISTER’S POSSIBLE BILATERAL WITH SCHRODER

Bilateral Relations

1. Germany is our key political and trading partner in Europe, and relations at
government level are particularly close. Last year, there were more British ministerial
visits to Germany than to any other EU partner. This year, the Prime Minister has

already had two informal meeting with Schrdder, the last occasion being a dinner outside
Berlin on 29 June. The Foreign Secretary had a bilateral with Fischer, mainly on EU

issues, on 18 July in the margins of HM The Queen’s visit to Berlin to open the new
British Embassy building.

2. January saw the launch of UK-Berlin 2000, a public diplomacy campaign by the FCO
to underline the depth and breadth of our involvement in Germany. It is designed to
show British creativity, energy and practicality through a series of performances,
concerts, conferences and seminars. Most but not all of the events are taking place in
Berlin.
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. PRIME MINISTER’S BILATERAL WITH PRESIDENT PUTIN

Points to make

Remain committed to partnership we have established between UK and
Russia. Look forward to building on recent series of visits by Clare Short,
Duma Speaker Seleznev with increased co-operation and links.

Welcome commitments to reform expressed in your address to Duma and in
draft economic plan. Look forward to early implementation. Structural
reform essential for sustained economic growth. Particularly important to
improve investment climate and ensure that intellectual property rights are
respected.

Important that economic reform is accompanied by democratic progress.
Attach particular importance to freedom of media and expression —
Gusinsky case has raised concerns in the UK on these issues.

British companies - BP Amoco and Shell - made huge investments in oil
and gas sectors. Kovyktinskoye good for both Russia and BP Amoco as
major upstream players in project. BP Amoco’s Petro-China joint venture
will be critical to unlocking market for Kovyktinskoye gas in China. Hope
will have your support. Welcomed your undertaking to CBI Round Table
in London to introduce level playing field for business — early
implementation essential for investor confidence.

Important that we can work together on key foreign policy issues: our
interests coincide more often than not:

Milosevic is bad for Serbia and bad for the region. He must go. A public
Russian role could be decisive. A change in Belgrade would also make it
easier to consider options for Kosovo’s future.

Meanwhile, will continue working with UNMIK in Kosovo, including
preparations for local elections this autumn. Believe this best way to get
local politicians to take on responsibility.

Look also for more positive Russian role over Bosnia.
Healthy NATO/Russia relations, able to withstand differences, in all our

interests. Look to you to ensure similar Russian commitment and flexible
approach.

(if raised) NATO enlargement emphatically not a threat to Russia. Central
to our thinking that enlargement should not create new dividing lines in
Europe.
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Pleased to be able to cooperate in specific areas of security:
(Separate points to make and background on NMD is attached).
UK has just announced £12mn over 2001-2004 to help Russia meet

obligations to destroy chemical weapons. Our officials should discuss how
to take forward in accordance with priorities of Russian programme.

The disposition of weapons-grade plutonium important for fulfilment of
(8-shared non-proliferation and disarmament goals. G8 must maintain
momentum by agreeing a schedule of action before next year’s Summit.
We are committing £70 million over 10 years from a new budget
announced this week to deal with nuclear problems in the Former Soviet
Union.

We are concerned about possible transfer of missile technology from
Russia to countries of proliferation concern. Hope you can ensure that
export controls are strictly enforced, and in the spirit of the Missile
Technology Control Regime, that contacts are discouraged between Russian
personnel and personnel from other countries potentially involved in WMD
programmes.

Welcome the proposal made by Russia at the G8 Environment Ministers
meeting in April to reinvest proceeds from sales of surplus emmissions in
projects which benefit the environment.

Remain concerned about Chechnya, particularly to avoid spillover into
wider region — notably Georgia. Condemn terrorism and support Russia’s
territorial integrity. But do not believe current Russian approach is
working.

Only political dialogue will produce lasting peace. Urge you to start a
dialogue with Chechen side as soon as possible.

International community also has role. Pleased Council of Europe and
ICRC are active in Chechnya. OSCE can also contribute. Hope OSCE
Assistance Group can return to region as soon as possible, to fulfil its
mandate.

Also important that allegations of human rights abuse are investigated and,
where necessary, perpetrators are prosecuted. Not clear that current
investigative mechanisms have authority or resources needed to do this.
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. Background

k;

We have been seeking to engage with the new Russian administration and
gain Russia as a constructive partner across a range of issues. The key
message we have been putting across is that we want Russia as a partner,
but need a constructive approach from them, and confidence that they do
not see Russian and western interests as automatically divergent.

. Putin has made a cautious start in government, seeking to consolidate

power. He has placed some of his trusted colleagues in key positions, but
retained many place-holders from the Yeltsin administration. His priority
has been to reassert Moscow’s authority over the regions, appointing seven
“super-governors”, mostly from a military/security background, to
monitor/control the elected regional governors. He has also sought to
remove the governors from Russia’s upper house, sparking strong
resistance.

. On the economic side, the government's economic plan has been long in

incubation. Illarionov handed a summary to Sherpas and several draft
versions have been circulating in the Russian media. The version handed to
Sherpas contains plenty of good ideas for tackling key reform issues. But it
lacks the quarterly target dates and proposed legislative instruments
included in earlier draft work plans leaked to the press, instead focussing
merely on giving dates when measures should be submitted to the
government. Nor does the economic plan recognise the need for
Government to prioritise its tasks and sell them to a sceptical population.
Moreover, the government has made little headway on implementing
reforms since Putin's inauguration, although bills are progressing through
Duma and Federation Council on tax reform and consolidation of Federal
authority over the regions. This partly reflects the nature of Russian politics
— Putin’s focus has been on building his power base rather than, Anglo-
Saxon style, of making his mark in the first 100 days.

. But there have also been less encouraging signs. The arrest and prosecution

of the opposition media magnate Gusinsky appear to be politically-
motivated and have raised concerns over Putin’s understanding of and
commitment to a free press. Putin’s address to the Duma on 10 July also
said that he would not allow “abuse” of media freedom, opening the door to
further interference.

. BP Amoco are potentially facing a new set of problems in Russia. They

have made a major investment in the giant Kovyktinskoye gas field in East
Siberia, which is expected to become a major supplier of natural gas to
regional markets, China and the Far East. BP Amoco’s links with Petro-
China, however, seem to have raised Russian fears about the amount of
control that BP will be able to exercise on the project. In a conversation
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with HMA Moscow on 11 July, Putin’s foreign policy adviser suggested
that they might need to look at alternative ways of achieving the benefits of
the project. HMA pointed out that BP is already working in partnership
with Rusia Petroleum and was only seeking to own around 30% of the
project in total. He also stressed that if the Russians muscled out BP
Amoco, it was highly unlikely that other oil and gas companies would step
in; it would also be very damaging for investor confidence, so soon after the
Sidanco affair.

. Shell has recently more than doubled its stake (up to 62.5%) in the Sakhalin
II project to develop a number of oil and gas fields (estimated investment
commitment of $5bn). The project’s main focus is the long-term export of
gas to markets in South East Asia, and specifically Japan. The success of
the project will depend heavily on Russian government support in
facilitating exports and Japan’s readiness to give access to the market.
Other major projects include a deal with Gazprom to jointly develop
Siberian gas resources for the European gas market (estimated at $1bn) and
a proposal to establish an international consortium (including Gazprom and
Naftogas Ukraine) to lease and manage the vital gas transit system through
Ukraine.

. Although Russia agrees that Milosevic is the main problem in FRY, it will
not criticise him in public arguing that public and parliamentary opinion
still equates Serbia with Milosevic. There is also still an element of
lingering resentment over NATO’s action in Kosovo. Russia insists on the
importance of the FRYs territorial integrity, and is deeply suspicious that
UNMIK ’s (and the West’s) agenda involves Kosovo independence. In
international fora Russia still takes up pointless pro-Belgrade positions
which annoy other countries in the region and achieve nothing. Their
refusal to attend the Bosnia Peace Implementation Council because FRY
was not invited reflects this self-defeating policy. They are now arguing
for a postponement of the autumn municipal elections in Kosovo because of
the security situation for Serbs; our line is that we should use the remaining
time to get the conditions right.

. The key to progress is for Milosevic to go which would make it possible for
discuss final status options with the Kosovo Albanians, short of
independence; and would also have a positive effect on the Serb part of
Bosnia. Russia has recently taken some positive steps, including a public
statement of concern about the crack-down on the independent media in
Serbia. At the G8 Foreign Ministers’ meeting, the Russians signed up to
conclusions language expressing concern about the recent changes to the
FRY Constitution. A clear public statement that Milosevic should stand
down would have a real impact and significantly enhance their standing in
the region.
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. 9. George Robertson’s February visit to Moscow secured Putin’s agreement to
re-engagement with NATO on issues beyond the Balkans. Cooperation in
the Permanent Joint Council has since inched forward. We have had
modestly useful exchanges on arms control and strategy and meetings at
Foreign and Defence Minister level for the first time since the Kosovo
conflict. But Russia continues to drag its feet on military cooperation. And
continued criticism of NATO performance in Kosovo, despite good
cooperation on the ground, is an irritant. Russia still sees security and
cooperation with NATO as a zero-sum game. Future NATO enlargement is
seen as a direct threat, including by Putin. This will put relations to a
severe test as the 2002 NATO review of enlargement policy nears. NMD,
Chechnya spillover, or developments in the Balkans could also knock
relations back off the rails.

. 10. The Chemical Weapons Convention requires possessors of CW to destroy
all stocks by 2007. Russia has the largest stocks, but there is virtually no

prospect of it being able to meet the deadline. Russia will need
considerable financial assistance to undertake CW destruction. The UK’s
announcement of financial assistance will therefore be welcome. We have
been considering putting some of these funds towards a project at
Shchuchye near Perm which has received heavy funding from the US.
Continued funding is meeting resistance from Congress because of lack of
funding from international partners. Our news should therefore also be
welcomed in the US.

. The 1996 Moscow Nuclear Summit tasked the G8 Non-Proliferation
Experts Group to take forward international co-operation on the safe and
permanent disposition of weapons-grade plutonium designated as surplus to
defence purposes, focussing on the huge US and Russian stockpiles. Both
countries are committed to disposing of 50 tonnes of plutonium each. The
US will fund its own disposition programme, but the Russians will need
assistance with theirs to the tune of around $1.7 bn. The US has agreed to
fund the initial stage for which Congress has allocated $400 mn. Both the
US and Russia have lobbied G8 partners to commit public funds in support.
The 1999 G8 Summit in Cologne recognised that international financing
would be required involving public and private funds; G8 partners said they
would review potential increases in their own commitments prior to the
2000 Summit. Plutonium disposition within the context of the Crosscutting
Review is covered in the main G8 brief.

12. We are concerned about Russian nuclear proliferation. There is a
substantial volume of intelligence reporting on Russian involvement in the
Indian and Iranian ballistic missiles programme. The assistance is primarily
in the form of intangible technology transfer, e.g. consultancy and academic
contacts. While this does not contravene the letter of the Missile
Technology Control Regime, it is against the spirit.

RESTRICTED




RESTRICTED

13. At the G8 Environment Ministers meeting in April, Russia floated the idea
that they could make a commitment for the proceeds from sales of surplus
emissions reductions to be re-invested in projects which would further
reduce emissions. The aim would be to address concerns that Russia's large
surplus could undermine the need for developed countries to take domestic
action on climate change. To satisfy EU concerns in particular, however, it
would need to come in the form of a credible commitment made at the
highest level. We hope therefore that President Putin will reaffirm support

for this proposal.

14. Fighting continues in Chechnya, with the Chechens mounting raids,
including suicide attacks, throughout the republic. There is no sign of an
exit strategy. Putin has imposed direct rule but also claims to have
devolved power to an interim administration, headed by a moderate
Chechen religious leader. But this is not wholly convincing, as the cleric
answers directly to Moscow.

15. After months of foot-dragging, the Russians have agreed access for the
Council of Europe and the ICRC in Chechnya. But they continue to use
security concerns to prevent the return of the OSCE Assistance Group, who
helped resolve the last Chechen war, and have a mandate for involvement in
the region. When prepared to consider their return at all, the Russians want
to limit their activity to humanitarian work, rather than the full mandate,
including political activity, which has been agreed in the OSCE (including
by Russia). The Russian breach of CFE treaty limits (specifically ACVs) is
a further irritant — we have told them we will not ratify the adapted treaty
until they are in compliance.

16. The Russians do not seem effectively to be investigating human rights
‘ abuse. The commission to investigate abuse under former Justice Minister
Krasheninnikov has inadequate resources, access and authority to fulfil its
role. Nor has the Presidential Representative for human rights in Chechnya,
Kalamanov, produced results in terms of bringing those responsible to
justice.
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.PM'S BILATERAL WITH PUTIN, G8 SUMMIT, OKINAWA, 21-23 JULY

NATIONAL MISSILE DEFENCE (NMD)

Points to make

- US decisions may now be delayed, but NMD isn’t going to go
away;

- Welcome the agreements you reached in Moscow in June. Hope
further progress can be made in US-Russian discussions;

- We see a big opportunity for you here. You can trade ABMT
modifications to permit NMD for lower START III numbers;

- Ready to consider your own ideas for a joint system. But
can’'t do so without more detail;

- The best way to encourage moderation in US thinking is to
help achieve real progress in stopping proliferation.

Background

1. The failure of the latest test on 8 July will have
reduced the likelihood of President Clinton making a firm
decision later this year to proceed with NMD deployment.

2. This will have reinforced the Russians’ inclination to
play for time, seeking to exploit differences in NATO on NMD,
refusing to negotiate seriously until the new US President is
in office, and in the meantime hoping NMD will go away. We
need to make clear it won’t. They need to face the issue and
decide how to deal with it.

3. We should argue that NMD presents a big opportunity to
Putin, not just a problem. The only way Russia can ensure
strategic parity with the US in the medium term is by getting
the US to agree to lower numbers than presently envisaged in
a START III deal. Agreement to amend the ABM Treaty to
permit NMD offers Russia a valuable bargaining chip here.
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4, In Helsinki in 1997, Presidents Clinton and Yeltsin

‘agreed on a framework for a START III treaty which would
bring further cutsg, to 2-2,500 warheads per side. The
Russians, whose strategic forces are shrinking anyway for
financial reasons, now want to go further in START III, down
to 1-1,500 strategic warheads per side. The US have recently
hinted that they might be ready to accept that - but would in
return demand Russian agreement to amend the ABMT to permit
NMD .

5. We should encourage Putin to keep a serious dialogue
going with Clinton over the coming months. The results of

the June Moscow summit were a start. The joint ’'Declaration
of Principles on Strategic Stability’ represented a step
forwards. The Russians acknowledged that there is a growing
missile threat, and that it must be addressed.

6. We should also make clear we are ready to discuss
Putin’s own very sketchy alternative proposal for a joint
Russian/European non-strategic missile defence system.
Privately, we do not believe there is any substance behind
this proposal - Putin did not even raise it himself when he
saw Clinton in Moscow. We think this it is simply an
exercise in wedge-driving in Europe. But we need to be seen
at least to be willing to explore it further, and have said
we will are ready do so in the NATO-Russia Permanent Joint

Councils

7. Finally, we should deliver a firm message about the
need for Russia to play its part in stopping proliferation.
That is the only way they are likely ever to moderate US
enthusiasm for missile defence.




PRIME MINISTER’S POSSIBLE BILATERAL WITH CLINTON

NATIONAL MISSILE DEFENCE (NMD)

Points to make
- what decisions on NMD are you now likely to take, if any?

- If you decide to take action to keep all options open to your successor, getting the
presentation right will be key;

- we assume a request to us on Fylingdales & Menwith Hill won't come until/unless your
successor has taken a clear decision to deploy - otherwise we'd be put in a tough spot;

- we welcome your efforts to promote dialogue with Allies, and your raising the
possibility of sharing technology. Essential that this consultation process should
continue;

- also essential to keep trying with Russians, despite poor short-term prospects. I've
urged Putin to engage seriously.

Background

1. the failure of the latest test on 8 July will have reduced the pressure on President
Clinton to make a firm decision later this year to proceed with NMD deployment.

2. The Administration tell us the question now is simply whether the President will in
November authorise the letting of contracts, so that preparations can go ahead for ground-
breaking work to start at the X- Band radar site on Shemya Island, Alaska next summer,
if his successor decides to proceed with this. If these contracts are not let this year, the
option of starting work next year will be closed off. That will mean that the
Administration's 2005 deadline for having an initial capability in place cannot be met.

3. The international impact of a decision to let these contracts would be heavily
dependent on how Clinton chose to present it. If he made clear that this was simply a
move to preserve for his successor the option of pressing ahead to meet the original 2005
timetable, and that key decision of principle on NMD deployment would wait until next
year, that should be manageable. But if the impression is given that this represents a
green light for NMD deployment, some of the potential negative repercussions could
flow immediately.

4. Whatever Clinton's decision on the contracts, it seems likely that a firm US decision to
proceed with NMD deployment will now have to wait until at least mid-2001. And




Russia will almost certainly continue to stall on serious negotiations on the ABM Treaty
until the next US President takes office. It would be very awkward for us domestically,
and internationally, if the US were to ask our permission in this interim period for the use
of RAF Fylingdales and RAF Menwith Hill for NMD. Some in the Pentagon would still
like to do so. We should make clear this would be unwelcome.

5. We should also encourage Clinton to keep trying with Putin. The results of the June
Moscow summit may have looked thin, but at least they were a start. The joint
"Declaration of Principles on Strategic Stability" represented a step forwards. The
Russians acknowledged that there is a growing missile threat, and that it must be
addressed. They also agreed to recall that the ABMT is open to modification, in the light
of changed strategic circumstances. Though there is little chance of a deal this year, the
job of winning the Russians round on NMD needs to continue.

6. We also need to keep discussions going on NMD in NATO. US enthusiasm for these
may start flagging. But if we are to get to a position where the Alliance can cope with a

deployment decision next year without major difficulties, they need to continue through

the autumn.

BALKANS
Points to make

Underline to President Clinton our support for the possible candidature of Sir Paddy
Ashdown to succeed Bernard Kouchner as head of UNMIK (Sir Paddy is visiting
Kosovo and Montenegro on 17-21 July)

Value excellent co-operation with the US on Balkans issues. Determined to continue
to work together to try to undermine Milosevic (possibly to be taken further at a
UK/US/FR?/GE?/IT Ministerial in London on 19 July - tbc)

Very much hope the next US Administration will stay as involved in the Balkans as
President Clinton's has been - any move towards disengagement would comfort
Milosevic and cause strains within NATO.

EUROPEAN DEFENCE

Points to make

- Thanks for your public welcome for Feira outcome. Good result on involvement of
European Allies. Turkey and other European Allies would have more say in ESDP than
any other non-EU country has ever had in EU activity.




- Hard going with Turkey at the moment. Still resisting effective EU/NATO dialogue
we need to ensure European Defence gets NATO support and in turn supports NATO.
Grateful for Jim Dobbin's efforts and those of SACEUR. Many need to look at what
more we can do to change minds in Ankara. Strong shared EU/US interest in making
Turkey a constructive partner for EU.

JAPANESE WHALING

- Support the US on this issue. Will raise this issue with Japanese PM Mori.

SIERRA LEONE

= Glad that we have been able to work closely with you over Sierra Leone. Attach
particular importance to this. Hope that we can continue to work together in critical
period ahead;

‘ = Need to strengthen UN Mission to Sierra Leone (UNAMSIL), both in terms of
additional resources and through improving its performance hope you will be able to
help;

Also need to help the Government of Sierra Leone extend its area of authority
throughout the country. Key to this will be building up the Sierra Leone army. UK
taking lead,

We must also step up international pressure on President Taylor of Liberia to stop
support for the RUF

Background

1. The UN Secretary General proposed in May that the ceiling for the UN mission to
Sierra Leone be raised from 13,100 to 16,500. The US (Holbroeke) has insisted that,
without a much tougher mandate for UNAMSIL, Congress will not approve a higher
ceiling.

2. The US agree that President Taylor’s support for the Revolutionary United Front
(RUF) rebels is part of the problem in Sierra Leone. They too are keen to put pressure
on Taylor, but do not want to be too tough on him until the issue of UN peacekeepers
currently blocked by the RUF in the east of the country is resolved.

3. The US announced US$20 million for Sierra Leone some weeks ago. They plan to
spend much of this trying to bring new Nigerian and other ECOWAS troops up to
scratch. We have been pressurising them to consider helping existing UNAMSIL
troops, as well as the Sierra Leone army.




BRIEFING FOR PM/PRODI IN OKINAWA

IGC

e Key message for Prodi is to stay focused on the IGC

Commission reform

e Key message is to keep pushing ahead with reform. We remain fully behind you.

Enlargement

e Agree with you that enlargement should happen in the lifetime of this Commission.
Should avoid any procedures (eg new IGC) which might knock this off course.

Lisbon
e Essential to keep up the momentum and stick to timetable. Commission has crucial
role in co-ordinating this work eg synthesis report for next spring's follow-up

Council..

Social Agenda

e Welcome Commission's recently published Social Action Programme. Must build on
the modernising themes of inclusion, employment, employability, and life-long
learning that go hand in hand with economic reform. New legislation not the way to
g0. (The Commission programme is broadly Lisbon oriented, but we know that the
French are seeking to strengthen it in a legislative direction.)




When making your statement, please press
the "Micro" button (green) of your microphone
stand and the red lamp will go on, indicating that
the microphone has been activated.

After completing your statement, please

also press the "Micro" button (green) to make it

OFF position.

~A4A 7 ARV BOBRAF

Please select a language with the channel selector. The
channel selector is located in the left of the receiver.
Please put the earphone on and adjust the volume. The

volume control switch is located on the right of the receiver.

Note: Do not cover thie crystal with your hands or paper.

It cause poor reception.

The channels for the respective languages are follows;
Channel 1: Japanese
Channel 2: English
Channel 3: French
Channel 4: Italian
Channel 5: Thai
Channel 0: Original
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Okinawa G8 Summit Prime Minister’s Brief

Roundtable with Africans / Thai / UN / IT CEOs : Globalisation and the
Challenge of Development

References

A.

B.
L

Personality Reports: President Mbeki, President Obasanjo, President Bouteflika,
Prime Minister Chuan;

CV of Vernon Ellis and note on Andersen Consulting’s work on Digital Divide
Multilateral Development Banks’ Poverty Report to the G8

o

Points to Make

Debt

As you know, deeply concerned about the social and economic impact of

unsustainable debt burdens. UK a leading advocate of the debt relief campaign.

At Cologne we agreed substantive enhancements to HIPC Initiative. Still
committed to ensuring that % of eligible countries reach decision point by the end

of this year. But concerned that progress has been slow.

Took time to get the procedure right. But have set up Joint IMF/World Bank
Implementation Committee to overcome blockages, and countries now moving

through quicker.

Deeper problem of conflict. 10 of the countries eligible for debt relief under the
HIPC initiative currently in conflict. We cannot release resources to fund wars. Our
public would not accept it, and it will not help reduce poverty in Africa. But we can

fast-track debt relief when conlict has ended, and have committed to doing this.
Key is make the Poverty Reduction Strategy Papers (PRSPs) work. They will help
ensure that resources released from debt service are used on health and education,

and create a virtuous circle of development and of public support.

(If pressed on new initiative) Priority is to make existing HIPC work first. Any

further relief initiative would have to be based on demonstrating that PRSPs work.
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Okinawa G8 Summit Prime Minister’s Brief

Globalisation
e But, important though debt relief is, essential we focus on the bigger picture, as set
out in the Global Poverty report before us. Increasing global integration creating

new opportunities for development. Advances in science and technology have

potential to transform economies and societies. But these opportunities must be

open to all — as yet they are not.

Our responsibilities as leaders to work together to find new solutions. Must ensure
all our citizens have fair chance to participate in global economy. And must forge
new strategic global partnerships — north/south, public/private - to meet new

common challenges.

Trade
¢ Global free trade one such challenge. A key driver of economic growth and

poverty reduction. Support launch of new round of trade negotiations, with broad
and inclusive agenda, reflecting interests of all WTO members. Want to see
assistance to support and manage trade liberalisation as a central element of IFI

Poverty Strategies.

But big global bodies - like WTO - must become more responsive to members’

needs, with developing countries able to participate actively and fully.

Health/Biotechnology
e Improving health another key challenge. Good health essential to social and

economic development, personal and collective advancement. Dramatic new
advances in medical science. But clear message at Durban HIV/AIDS Conference

last week that benefits of medical advances not being felt by all.

Must focus on clear targets to reduce infant and maternal mortality rates and

provide universal access to reproductive health services.
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And need new innovative global partnerships to make existing drugs more
affordable and stimulate the development of new drugs. Building these partnerships

a priority on the G8 agenda over the coming year.

Will announce at Okinawa a doubling of UK funding for communicable diseases

and for global efforts to improve accessibility to drugs and technologies and

develop new medicines for priority diseases of developing countries.

Should also make sure developing countries engaged in biotechnology
developments — and their impact on food and crop safety and security. Potentially
you have much gain; but also need to learn from our experience of trying to get to
grips with the risks. Developing countries played key role at Edinburgh GM
conference in February. Our Panel proposal would help developing countries keep

up to speed with emerging developments in the science.

Education

Basic education a human right and a prerequisite for development. Unacceptable
that in the year 2000 more than 113 million children have no access to primary
education. We deny them rightful role in global society and doom them to life of

ignorance and poverty.

Must work together to meet Dakar goals. Over past three years UK has committed
over £350 million to support development of universal primary education

programmes. Must all, as leaders, look to raise priority of education in our societies.

Potential for exploiting new technologies in education and lifelong learning. As
discussed with John (Chambers, CISCO) I launched my “The Imfundo Project:
Partnership for Technology in Education”. [Imfundo means means “knowledge,
education, learning” in Ndebele and Zulu]. Focus is on Sub-Saharan Africa.
Objective: harnessing ideas and resources of private sector to the needs of
education in developing countries. Looking particularly at using ICTs in teacher
training, thus spreading the impact of the Internet right out into the poorest and

most remote of rural primary schools.
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Information and Communication Technologies

Spread of Internet and mobile telephony into poorest parts of the world — and

throughout Africa - success story of recent years. Tremendous potential for

transforming lives around the world.

But huge digital divides over access to new technologies. Costs of accessing new
ICTs still put them out of the reach of the vast majority. Challenge for us as leaders

to make new ICTs more inclusive and more widely affordable.

Experience points to need to liberalise domestic markets, and develop local
capacity and content. But no country can do this alone. Welcome range of new
international initiatives to help transfer technical expertise, and address wider
public policy issues - including UNDP/ITU trustfund [and UNDP/Andersen’s
planned collaboration — only if Vernon Ellis announces the Andersen project

first - at this meeting]. Digital divide is an ongoing priority for G8.

Great opportunities for us as governments to reinvent ourselves through innovative

use of new technologies.

(Obansajo’s trip to London - if raised) Look forward to possibly seeing you in

London in September.

(UK/Nigerian debt — if raised) UK has taken a forward position in G7/Paris Club
on Nigeria’s external debt problems; no other creditor has gone further. Need a

strong IMF programme in place as first step towards debt treatment.

(South African concerns about UK conflict diamonds initiative — if raised)
Today South Africa chairing second meeting of Kimberley Working Group in
London. Protecting the interests of legitimate producer states such as South Africa
one of our key policy aims. But unless we take robust measures against conflict

diamonds the entire industry will suffer.
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. Background

1. Handling: The roundtable — an unprecedented gathering for the G8 - is designed to
bring leaders from the developing world, international organisations and the private
sector into the G8 Summit process. Mbeki (South Africa/chair of Non-Aligned
Movement), Bouteflika (Algeria/Organisation of African Unity), Obasanjo (Nigeria
/ chair of the G77) and Chuan (Thailand/Association of South East Asian Nations)
will be there throughout. Halfway through, Brundtland (World Health
Organisation), Malloch Brown (UN Development Programme), a World Bank
official and a number of business leaders from the ICT sector, including Vernon
Ellis, of Anderson Consulting, will join you.

The Africans will want to talk about debt — perhaps calling for the total cancellation
of Africa’s debt. ICTs, health and education are on the agenda, within the broader
theme of “globalisation and challenges for development”. You may wish to draw
out some broader priorities for leaders in a globalising world (beyond debt!) and
build in references to trade issues and to the importance of improving government.

Debt

3. Heads will review and press for progress on the HIPC initiative at Okinawa. The
UK has been always been a leading advocate. At Cologne, we pushed for and
obtained agreement to an enhanced HIPC initiative - we pressed for more but there
was no appetite for it among colleagues. Nonetheless, the enhanced HIPC initiative
will still provide more than twice as much debt relief as the original one. We have
also made a significant bilateral contribution to the costs of the HIPC initiative. The
International Financial Institutions cannot meet all the costs out of their own
reserves. The UK has, therefore, pledged over $350 million to the HIPC Trust Fund
— the largest single pledge by a bilateral creditor. Additionally, in December we
announced that we would cancel all remaining bilateral debt owed to us by
countries that come through the HIPC process. All other G7 countries have now
announced additional debt relief.

We share African concerns that the initiative is not delivering benefits fast enough.
The timetable for getting countries through the process has slipped and we are in
danger of missing the targets set at the Cologne Summit. Primarily that % of
eligible HIPCs reach Decision Point by end-2000. But the delay is not all the fault
of the G7. 10 of the countries eligible for debt relief under the initiative are in
conflict. Others are off-track with their IMF economic reform programmes. In both
cases we cannot be sure that the released resources will be used to benefit the poor.
So one of the pre-conditions for receiving debt relief is that the country must draw
up an effective and inclusive Poverty Reduction Strategy Paper (PRSP). This
process is taking longer than we expected. The UK has consistently argued that an
Interim PRSP should suffice (ie a road map to a full PRSP). At the Spring Meetings
of the IMF and World Bank, we also argued for a Joint Implementation Committee
to overcome blockages in the HIPC the process; the proposal was accepted. We
have also announced that debt relief will be fast-tracked for post-conflict countries.
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Globalisation and Poverty

5. At last November’s CHOGM, chaired by Mbeki, Commonwealth Heads adopted
the Fancourt Declaration on Globalisation, which included the recognition that
“Globalisation is creating unprecedented opportunities for wealth creation and for
the betterment of the human condition”.

We see the Report on Poverty Reduction, called for by the Cologne Summit and

attached at Ref C, as a key document for ensuring that world attention remains
focused on the development targets. Future Summits will receive an annual poverty
report from the international financial institutions, which will allow Heads to
review progress towards the targets each year: this is a key UK objective. We have
also used the Report to reinforce our message to G8 partners on the importance of
improving the effectiveness of aid (which includes aid untying).

‘ Trade and Global Governance

7. The WTO’s General Council launched mandated agriculture and services
negotiations in February and, in parallel, consultations on how to rebuild
developing countries’ confidence in the WTO. A successful launch next time will
require that the necessary political conditions are in place. We believe there is a
need to address reform, with an emphasis on consensus building and
communication. We see trade openness as key to economic growth and rising
prosperity in developing countries. We hope the recent review of the Integrated
Framework (for co-ordinating trade assistance to developing countries) will set the
basis for closer co-operation between international organisations, including
assistance for trade reforms in PRSPs.

Many international and regional organisations are seizing on the opportunities of
the Internet to improve their accessibility and efficiency. Results are mixed. We and
others have reservations that the World Bank’s proposed new portal - the Global
Development Gateway - is too top-down. But the WTO, UNCTAD,
Commonwealth and others are using the Net to set up regional and global trade
networks, which could play a useful role in building developing countries’
negotiating capacity and confidence. And Internet access to news from global
bodies can help developing countries build up their understanding of the issues and
bridge conventional barriers of distance and under representation.

Health/Biotechnology

9. Mbeki and Brundtland will be fresh from the 13th International AIDS Conference,
in Durban from 9 - 14 July (the first time the Conference has been held in a
developing country). Attendees discussed how to overcome cultural taboos about
sex and HIV/AIDS. There was also keen debate about vaccines and the prices of
antiretroviral drugs (ARVs). Widespread ARV treatment remains expensive,
despite agreement in May by five major pharmaceutical companies to reduce the
price of ARVs to developing countries.
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10. Some developing countries see intellectual property rights (IPRs), and the WTO
TRIPs agreement they have signed up, to as a barrier to greater availability of
pharmaceuticals at affordable prices. We support innovative public/private
approaches to make medecines more affordable, but within current IPR
frameworks. We believe TRIPs provides the necessary incentives to pharmaceutical
companies for researching and developing products. There are plans for a G§
conference later in the year to look at the question of new public/private approaches
to health (although we should not come out with this today until the Japanese do.)

. We also believe that more affordable drugs are no magic bullet. We pushed for
specific, but achievable targets in the Okinawa communiqué, focussing on outputs.
Meeting them will require major and sustained commitment from all players,
including developing countries, to improve health systems on the ground.

. The pitch for the International Panel on GM is made because South Africa and
Thailand are two of the countries who participated in the Edinburgh Co<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>