ll * Extenéal Aftairs
anada

Aftaires extérieures
Canada

SUBJECT/SUJET

FUBLICATION

WASWJM 7o/

DATE

c//«UC’ //

H

Bmmry Baku' with President Beuu at summit declaration

" MTIAUNTED PGSR IXTERTIONA,

ker Praises Agreement
r Economic Warning System

] By Cm, Webb

Unided Pross Intarnat:ane)

uwry Secretary James A,
‘III hailed the summit leaders’
nt yesterday to use eco-
reports as an “early warning
' to signal when countries

%0 edjust their economic pol-

tement signed by leaders of
oited States, Japan, West Ger-
France, Italy, Britain and
t committed their nations to
themng the use of economic
pors a8 a sort of thermometer
ithem when & country’s econ-
m getting hotter or cooler
2 should be,
watement did not list which
tors would be used or how
tint each would be, But David
ot the Treasury Department
uf I? charge of International
. wid “the ones we're going
fcentrate on” are economic
. b, inflation, trade balances,
Bnent  budgets, monetary
. 203 and currency exchange
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P ¢ 0r more of a country’s in-
33 get out of line, the summit
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nations agreed, they will discuss the
situation, U.S. officials said.

“In effect, what this will do is pro-
vide us with sn economic early
warning system to signal the need
to consider additional economic pol-
icy changes,” Baker said. "With this,
we now have a political mechanism
for promoting action.”

Baker, here after ths summit,
said he considered the summit &
succesa because “I can't think of
any major item, on the economic
side particularly, that we came here
wanting that we didn't get.”

He bristled when reporters asked
him how he could say that when
most of the achievements he cited
wers mere affirmations of sgree.
ments signed since February.

“You shouldn’t look for major

macroeconomic policy initiatives -

every two or three weeks or
months,” he said. “We've just come
off of major meetin és in Pasls in
February and at the
meeting in Washington in April.
And there was a possibility of losing
ground here.”

The Group of Seven consists of
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Baker Praises Summit Plan
For Economic Warning System

paticns,

The summit statement pre-
scribes two soluticns to the §1 tril
liro Third World debt crisls, Forf

the poorest countries, many 0
them in sub-Saharan Africa, the
summit lesders sugpested that
lending countries atreich cut their
loans to struggling nations, cut the
interest rates and give Jonger grace

for repaymants.

But for the w-ca!lz‘a middle-In.
come countries—nations such as
Bragil and Mexico, which have some
capability of meeting their bills—
the summit leaders stuck to the
economic formula that has becoms
known a3 the Baker Plan.

The plan calls on borrowing na-
tions to revitalire and streamline
their econcmmk . onhlendln; ?;ou:;
tries to wor organia
like the World Bni to coordinate

loans and on private banks to In
crease their lending. But the ides
has barely takea hold since it wa:
ropesed In October 1988, primar
By becsuse private banks have bear
hesitant to lend money to nation
that cannot repay what they alread:
ml

The statement also cited thes im
portsnce of countries helping oth
ers and noted that some interns
tional organizations call for coun
tries to give 0.7 percent of thel:
trou national product a8 interma

Baker "said he did not conside
the atatement to be anything ths
binds the United States to that per
centage.

*It's our view that you have t
look at financial flows scross th:
board in determining developmen
assistance.” he sald. “I think it's ou
view, for instance, that treating de
valopment ald in & vacuum is nc
the right appreach to take.”



