TORONTO SUMMIT DECLARATIONS

ECONOMIC DECLARATION,
JUNE 21, 1988

1. We, the Heads of State or Government of
seven major industrial nations and the President
of the Commission of the European Communi-
ties, have met in Toronto for the fourteenth
annual Economic Summit. We have drawn
lessons from the past and looked ahead to the
future.

2. Over the past fourteen years, the world
economy and economic policy have undergone
profound changes. In particular, the information-
technology revolution and the globalization of
markets have increased economic interdepend-
ence, making it essential that governments
consider fully the international dimensions of
their deliberations. '

3. We observed a sharp contrast between the
1970s and4980s The former was a decade of
high and rising inflation, declining productivity
growth, policies dominated by short-term con-
siderations, and frequently inadequate interna-
tional policy cooperation. In the 1980s inflation
has been brought under control, laying the basis
for sustained strong growth and improved pro-
ductivity. The result has been the longest period
of economic growth in post-war history. How-
ever, the 1980s have seen the emergence of large
external imbalances in the major industrial
economies, greater exchange rate volatility, and
debt-servicing difficulties in a number of develop-
ing countries. Qur response to these develop-
ments has been an increased commitment to
international cooperation, resulting in the intensi-
fied process of policy coordination adopted at the
1986 Tokyo Summit and further strengthened at
the Venice Summit and in the Group of Seven.

4. Summits have proven an effective forum to
address the issues facing the world economy,
promote new ideas and develop a common sense
of purpose. Especially in the 1980s they have
helped bring about an increasing recognition that
the eradication of inflation and of inflationary
expectations is fundamental to sustained growth
and job creation. That recognition has been
underpinned by a shift from short-term consider-
ations to a medium-term framework for the
development and implementation of economic
policies, and a commitment to improve efficiency
and adaptability through greater reliance on
competitive forces and structural reform. Over
this period we have also singled out for concerted
attention a number of other issues of decisive

importance: the overriding need to resist protec-
tionism and strengthen the open, multilateral
trading system; to maintain and strengthen an
effective strategy to address the challenge of
development and alleviate the burden of debt;
and to deal with the serious nature of the world
agricultural problem.

5. Since we last met, our economies have kept
up the momentum of growth. Employment has
continued to expand generally, inflation has been
restrained, and progress has been made toward
the correction of major external imbalances.
These encouraging developments are cause for
optimism, but not for complacency. To sustain
non-inflationary growth will require a commit-
ment to enhanced cooperation. This is the key to
credibility and confidence.

International Economic Policy
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6. The Tokyo and Venice Summits have
developed and strengthened the process of coordi-
nation of our economic policies. Developments in
the wake of the financial strains last October
demonstrate the effectiveness and resilience of
the arrangements that have emerged. The poli-
cies, the short-term prospects, and the medium-
term objectives and projections of our economies
are being discussed regularly in the Group of
Seven. The policies and performance are assessed
on the basis of economic indicators. We welcome
the progress made in refining the analytical use
of indicators, as we¢ll as the addition to the
existing indicators of a commodity-price indica-
tor. The progress in coordination is contributing
to the process of further improving the function-
ing of the international monetary system.

7. Fiscal, monetary and structural policies have
been undertaken to foster the adjustment to more
sustainable economic and financial positions in
the context of non-inflationary growth. Efforts in
those directions, including continued reduction of
budgetary deficits, will continue. We need to
maintain vigilance against any resurgence of
inflation. We reaffirm our determination to
follow and, wherever feasible, strengthen our
agreed strategy of coordinated efforts to reduce
the growth of spending in countries with large
external deficits and to sustain the momentum of
domestic demand in those with large external
surpluses. The reduction of large external imbal-
ances, however, will require not only our coopera-
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