
Determinants of Economic Growth in Developing .Countri es : Evidence and Canadian Policy Implications

The role of government in the growth process is complex . There is support
for the positive relationship between economic growth and the degree of autonomy
the government exercises in sustaining long-term goals, such as investment
policies, over short-term goals, such as pork-barrel populism or .cronyism .
Government fiscal policy, for example, can enhance growth if directed toward
infrastructure rather than current consumption expenditures . Likewise, a stable
monetary policy is desirable to keep inflation in check and minimize speculative,
non-productive activities . The degree of political stability is also an important
determinant of long-term growth .

Although economic growth is a complex process that is not yet completely
understood, there are a number of broad measures that Canada can implement,
both bilaterally and multilaterally, to enhance the growth prospects of the world's
poorest nations . These include: better targeting and coordination of aid resources,
including a greater focusing of assistance on countries that are providing
rriacroeconomic stability, exploring the long-term implications of current IMF and
World Bank structural adjustment programs, and the reduction of the trade barriers
of OECD countries against imports from developing countries . The full
implementation of the MTN results on time would make an important contribution
in this regard .
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