We express our full commitment to making
further substantive progress in the Uruguay
Round in order to complete it by the end of 1990.

.19.  We note with satisfaction the entry into force
of the Free Trade Agreement between Canada and
the US, as well as more recent initiatives to inten-
sify the close economic relations between the
European Community and the European Free
Trade Association (EFTA) countries. It remains
our policy that these and other developments in
regional cooperation, should be trade-creating and
complementary to the multilateral liberalization
process.

20. It is the firm intention of the European
Community that the trade aspects of the single
market program should also be trade-creating and
complementary to the multilateral liberalization
process.

21. We note with satisfaction the progress that
has been made in strengthening the multilateral
disciplines on trade and aid distorting export credit
subsidies. This effort must be pursued actively and
completed in the competent bodies of the Organi-
zation for Economic Co-operation and Develop-
ment (OECD) with a view to improving present
guidelines at the earliest possible date.

General Problems of Development

22. Development is a shared global challenge.
We shall help developing countries by opening the
world trading system and by supporting their

- structural adjustment. We shall encourage too
economic diversification in commodity dependent
countries and the creation of a favourable environ-
ment for transfers of technology and capital flows.

We underline the continuing importance of
official development assistance and welcome the
increased efforts of Summit participants in this
respect. We note the targets already established by
international organizations for the future level of
official development assistance and stress the
importance of overall financial flows to develop-
ment.

We underline simultaneously the importance
attached to the quality of the aid and to the
evaluation of the projects and the programs
financed.

‘

23. We urge developing countries to implement
sound economic policies. A vital factor will be the
adoption of financial and fiscal policies which
attract inward investment and encourage growth
and the return of flight capital.

24. We note with satisfaction that there has been
substantial progress in the multilateral aid initia-
tive for the Philippines that was given special
attention in the Toronto economic declaration.

25. Faced with the worrying economic situation
of Yugoslavia, we encourage its government to
implement a strong economic reform program that
can command bilateral and multilateral support.

The Situation in the Poorest Countries

26. The enhancement of the International
Monetary Fund Structural Adjustment Facility,
the World Bank special program of assistance for
the poorest and most indebted countries and the
fifth replenishment of the African Development
Fund are all important measures benefiting those
countries having embarked upon an adjustment
process. We stress the importance attached to a
substantial replenishment of International
Development Association resources.

27. As we urged last year in Toronto, the Paris
Club reached a consensus in September 1988 on
the conditions of implementation of significant
reduction of debt service payments for the poorest
countries. Thirteen countries have already benefit-
ted by this decision.

28. We welcome the increasing grant element in
the development assistance as well as the steps
taken to convert loans into grants and we urge
further steps to this end. Flexibility in development
aid as much as in debt rescheduling is required.

29. We attach great importance to the efficient
and successful preparation of the next general
conference of the United Nations on the least
developed countries, which will take place in Paris
in 1990.

Strengthened Debt Strategy for the
Heavily Indebted Countries

30. Our approach to the debt problems has
produced significant results, but sericus challenges
remain: in many countries the ratio of debt service
to exports remains high, financing for growth
promoting investment is scarce, and capital flight
is a key problem. An improvement in the invest-
ment climate must be a critical part of efforts to
achieve a sustainable level of growth without
excessive levels of debt. These improvements of the
current situation depend above all on sustained
and effective adjustment policies in the debtor
countries.

31. To address these challenges, we are strongly
committed to the strengthened debt strategy. This
will rely, on a case-by-case basis, on the following
actions:

—borrowing countries should implement,
with the assistance of the Fund and the
Bank, sound economic policies, particularly
designed to mobilize savings, stimulate
investment and reverse capital flight;

—banks should increasingly focus on volun-
tary, market-based debt and debt service
reduction operations, as a complement to
new lending;

—the International Monetary Fund and
World Bank will support significant debt
reduction by setting aside a portion of
policy-based loans;
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