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LONDON ECONOMIC
SUMMIT

This year’s Economic Summit, the 17th
annual meeting of leaders from the seven
major industrial democracies (G-7 countries)
and from the European Community, will
take place in London, July 15-17, 1991.

Significant economic and political events
have transpired since the Houston Economic
Summit of 1990. These will form the back-
drop of the leaders’ discussions during the
course of their meeting.

Prominent on the agenda of summit leaders
will be the rapid and serious deterioration of
conditions in the Soviet Union. Leaders will
likely review the prospects for initiatives
that might be undertaken to assist President
Gorbachev in achieving his domestic reform
objectives. Mr. Gorbachev’s planned meet-
ing with leaders following the summit will
provide an opportunity for a full discussion
of these matters.

The global economic downturn over the past
12 months ended eight years of record
growth for most summit countries. Signs of
a turnaround began to emerge, however, in
the spring and early summer of this year.
Leaders will exchange views on the need to
sustain a medium-term strategy for steady,
non-inflationary growth.

Leaders can be expected to review the prog-
ress in the Uruguay Round of multilateral
trade negotiations by the General Agreement
on Tariffs and Trade. They will discuss
means of bringing this GATT round to a
successful and early conclusion, and they
will consider what lies ahead on the interna-
tional trade agenda.

Globalization is generating profound
changes in the patterns of economic growth,

leading to greater interdependence among na-

tions. This, in turn, is prompting the evolu-
tion of international — as well as domestic
— institutions, policies and practices as
countries seek to adapt to new economic re-
alities. Increasing economic efficiency has
consequently become a concern of the G-7
countries, and leaders will exchange views
on reforms that might lead to improved
global economic performance.

The Gulf War accentuated the political fra-
gility and economic disparities of the re-
gion, and highlighted the perils to world
peace posed by the unchecked proliferation
of conventional and unconventional arms
and delivery systems. It also drew the
world’s attention to the benefits of an en-
hanced collective-security role for the
United Nations in resolving disputes. These
interrelated concerns will constitute an im-
portant set of items on the summit agenda.

Reflective of the prominence the issue has
achieved on domestic fronts over the past de-
cade, the environment held an important po-
sition on the agendas of the two previous
summits, in Paris and Houston, and will do
so again in London. Leaders are expected to
discuss the state of negotiations in prepara-
tion for the United Nations Conference on
Environment and Development to be held in
Brazil in June 1992.

The Gulf War’s profound impact on the en-
vironment of the Middle East may prompt
discussions on ways to prompt quick intema-
tional reaction to large-scale environmental
disaster. Leaders may also encourage work
under way in a variety of fora in addition to
the United Nations — which broadens fur-
ther the multilateral approach to the environ-
ment.

Summit leaders will review the process of
economic and political reform under way in
Central and Eastern Europe and assess the
effectiveness of assistance to the region to
date: This has included providing direct bal-
ance-of-payments assistance, trade credits
and guarantees, technical assistance, and
debt relief; and establishing a regional lend-
ing institution, the European Bank for Re-
construction and Development.

In the developing world, there are encourag-
ing trends toward realistic, market-oriented
economic policies in many countries. Lead-
ers will likely review this trend and the im-
pact of globalization (especially the pros-
pects of a successful Uruguay Round) on
development prospects, and the evolution of
the international debt strategy. They may




also explore means of developing more real-
istic terms for the poorest countries.

The world’s continuing reliance on oil was
again highlighted by events in the Persian
Gulf. This has raised a number of questions,
including the prospects for strengthened
emergency response capabilities, greater
transparency in energy markets (perhaps
through international dialogue) and height-
ened environmental and safety standards.
Leaders may wish to review these and other
associated issues.

The issue of narcotics was discussed at both
the Paris and Houston summits: summit
leaders called for effective international ac-.
tion to combat the international trade in
illicit drugs and to eradicate money launder-
ing. At London, this remains a priority
issue. Leaders will review progress on joint
international programs established during the
past two years, and consider further joint
initiatives, including stronger East-West
co-operation on the problem of drugs.




ECONOMIC
SUMMITS

The annual Economic Summit is the most vi-
sible element of an extensive, ongoing pro-
cess of international consultation and co-
operation among the group of seven major
industrial democracies known as the G-7
countries.

Discussions held during the summits and at
meetings of the Group of Seven finance min-
isters (G-7) are closely linked to work in
other intemational fora, including the Interna-
tional Monetary Fund, the World Bank,
GATT, and the Organization for Co-opera-
tion and Economic Development. Through
these institutions, governments seek to man-
age an increasingly interdependent world
economy.

The London Summit will be the culmination
of a process that started several months ear-
lier. Issues on the summit agenda are re-
viewed at several advance meetings of
“sherpas,” the personal representatives of
summit leaders. Through their preparatory
meetings, the sherpas seek out areas of
agreement that may form the elements of a
sumrmit consensus on main issues. Prime
Minister Mulroney’s personal representative
is Derek Bumey, Canadian ambassador to
the United States.

History of Economic
Summits

The first Economic Summit took place in
Rambouillet in 1975. The president of the
Republic of France invited his colleagues
from the United States, the United King-
dom, the Federal Republic of Germany,
Japan and Italy to discuss the major eco-
nomic issues of the day in an informal and
relatively unstructured environment. Canada
joined in 1976 at the Puerto Rico Summit;
the European Community joined in 1977 in
London.

Canada eamed a seat at the summit table on
the strength of its economy, which stands
seventh among the Westemn industrialized
countries, and its traditional role on the inter-
national scene. Canada has a great deal to
gain and much to offer the group because

of its strong dependence on international
trade and the wealth of its natural resources.

The first summits focussed on economic re-
covery. The participating heads of state and
government agreed on measures to support
stable economic expansion and to reduce
high levels of unemployment, without in-
creasing inflationary pressures. At these sum-
mits, it was recognized that structural
changes had to be made in national econo-
mies in order to cope with rising oil prices
and the new economic realities.

In the early 1980s, the fight against inflation
became a primary concem. The leaders
agreed on the need to restrain public borrow-
ing and to contain growth of the money sup-
ply. They increased their efforts to harmon-
ize their policies in order to expand, rein-
force and maintain the recovery that fol-
lowed the 1981-1982 recession. They have
since sought to ensure continued econornic
stability and prosperity by reducing infla-
tion, interest rates and budget deficits.

In view of the growing emphasis given to
the co-ordination of economic policies by
the countries participating in the summits, it
was agreed in Tokyo in 1986 that the Cana-
dian and Italian finance ministers would join
those of the U.S., France, the UK., Ger-
many and Japan to form the Group of
Seven. Members of the G-7 meet between
the surnmits to discuss the economic perfor-
mance and policies of their respective coun-
tries. This strengthens economic and rone-
tary co-operation and guarantees Canada an
active participation in international eco-
nomic discussions affecting its interests.

While economic issues have traditionally
been uppermost on the agenda, political is-
sues have gained some prominence over the
years. Positions and initiatives developed at
the sumnmits serve as catalysts for discussion
in various international fora. This has re-
sulted in significant progress in areas requir-
ing multilateral co-operation.

Such was the case, for example, with inter-
national terrorism following the 1978 Bonn
Summit, and with drug trafficking and
money laundering, as a result of the 1989




Paris Summit. At the Ottawa Summit, in
1981, the particular focus on relations be-
tween developed and developing countries
contributed towards the preparation of the
North—South Summit in Cancun. With the
growing importance placed on the environ-
ment since the Toronto Summit of 1988, pri-
ority has been given to linking economic de-
velopment and environmental protection.

Canada and the Economic
Summits

In a world characterized by increasing inter-
dependence and by the globalization of mar-
kets for goods, services and capital, Canada
is especially sensitive to the decisions and
initiatives of the other leading industrialized
countries. Economic summits give it a
unique opportunity to defend and promote
its political and economic interests.

Since the topics discussed by the summit
leaders are elevated to international atten-
tion, the summit process enables Canada to
have a direct influence on the international
agenda as well as the policies of the G-7
countries. Thus, since 1976, Canada played
a leading role in advancing such issues as
trade, environment, human rights (including
apartheid in South Africa), narcotics, East—
West relations and relations with the devel-
oping countries.

Liberalization of trade

Summit leaders regularly discuss matters re-
lated to the further liberalization of trade
and market-oriented trade practices. Canada,
with its partners, is attempting to end protec-
tionism and trade-distorting measures.

- At the 1986 Tokyo Summit, on the initiative
of Canada and with the strong support of
the United States, the leaders expressed for
the first time their concern over the subsidy
practices and protectionist measures that are
distorting world agricultural markets. As a
result, agriculture became one of the main is-
sues of the Uruguay Round of multilateral
trade negotiations, launched in September
1986. Though the problem has yet to be
solved, real progress toward a solution has
been achieved.

Environment

Canada has always worked to ensure that
the environment occupies a prominent posi-

tion on summit agendas. Some of its con-
cems include the depletion of the ozone
layer, the greenhouse effect, acid rain and
marine pollution.

At the 1988 Toronto Summit, Canada spoke
out strongly for the principle of sustainable
development and saw it endorsed by all par-
ticipants a year later at the 1989 Summit of
the Arch in Paris. This endorsement added
considerable impetus to the concept: it was
adopted at the Dakar Francophone Summit
(1989), at the Meeting of Commonwealth
Heads of State and Government (Kuala Lum-
pur, 1989), at the OECD Ministerial Meet-
ing of 1990, and at the Environmental Con-
ferences of The Hague and Bergen (1989
and 1990). A number of Western countries,
including Canada, the U.K. and the Nether-
lands, have since announced environmental
plans based on the principle of sustainable
development.

In the interests of sustainable development,
Canada invited the Paris Summit partici-
pants, the international agencies, in particu-
lar the OECD, and other countries to work
toward developing new environmental indica-
tors that would make it possible to accu-
rately depict environmental conditions and

to take into account the impact of economic
policies and industrial and trade decisions

on the environment.

A preliminary set of indicators was unveiled
on the eve of the OECD Conference of En-
vironment Ministers in January 1991. Last
fall, an OECD working group published a re-
port on the use of economic instruments in
preparing environmental policies.

The OECD is continuing its work in this
field, paying special attention to the practi-
cal aspects of certain questions, for exam-
ple, climatic change and packaging. Another
expert group studies how natural resource
prices are set in order to ensure that the real
cost of resource depletion is reflected.

Two Canadian initiatives received the sup-
port of participants at the 1990 Houston
Summit. First, the leaders agreed on the
need for a strategy to combat land-based ma-
rine pollution. An initial conference of ex-
perts in Halifax in May 1991 brought the
problem to the attention of the international
community and promoted a global approach
for the protection of the ocean environment.
The experts will meet again before the end
of 1991 to prepare a declaration and an ac-
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tion plan for adoption at the June 1992 UN
Conference on the Environment and Devel-
opment.

Also at the Houston Summit, the heads of
state and government agreed that unregu-
lated fishing activities must end and that
resource conservation regimes must be re-
spected. Since then, participants in the Con-
ference on the Conservation and Manage-
ment of the Living Resources of the High
Seas, held in Saint John’s in September
1990, agreed on how to apply the rules of
international law to the high seas fishery.

As well, the European Community has ac-
cepted eight of the 11 decisions on conserva-
tion made by the Northwest Atlantic Fisher-
ies Organization. In addition, the organ-
ization’s surveillance and monitoring sys-
tems, which are essential for guaranteeing
catch reductions, are being improved.

Developing Countries

Canada, which maintains close ties with a
number of developing countries through the
Commonwealth and la Francophonie, has al-
ways seen that the interests of the less-
favoured countries are considered at the sum-
mits.

At the Tokyo Summit in 1986, Canada sup-
ported proposals to resupply the Interna-
tional Development Association and increase
the capital of the World Bank to respond to
the growing needs of the developing coun-
tries. The development association received
$14.75 billion in 1989.

In 1987, at the Venice Summit, Prime Minis-
ter Mulroney played a leading role in seeing
that participants addressed the special needs
of the poorest countries of sub-Saharan
Africa, especially their debt burden. This

laid the foundation for an agreement to
strengthen the structural adjustment facilities
of the International Monetary Fund.

At the Toronto Summit in 1988, a Canadian
proposal enabled participants to agree to re-
schedule the public debt of the poorest coun-
tries involved in internationally approved
structural adjustment programs. The ap-
proach enables public creditors to choose
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one of various options in accordance with
their legal framework or budget situation: re-
duced interest rates commonly combined
with shorter deadlines, longer repayment pe-
riods at market rates, partial eradication of
debt-servicing obligations during the period
of consolidation, or a combination of these
options.

The “Toronto Terms” have effectively con-
tributed towards reducing the debt burden of
the poorest countries. Twenty countries,
mainly in sub-Saharan Africa, have bene-
fited so far. Since the need to alleviate debt
is still great, creditors are now considering
enhancing the Toronto terms through the
Paris Club.

Terrorism

Canada played a leading role in the Bonn
Declaration on Air Piracy in 1978 and the
Tokyo Declaration on International Terror-
ism in 1986.

At the Bonn Summit, the seven heads of
state and government pledged to suspend air
connections with all countries refusing to ex-
tradite or prosecute air pirates or to return
hijacked aircraft, and to interrupt all flights
made by the airlines of these countries.

They also invited the governments of non-
participating countries to adopt the same pol-
icies.

At the Tokyo Summit, they announced their
refusal to export weapons to countries that
support terrorism and their intention to limit
the size of diplomatic and consular missions
of these states. They prohibited the entry
into their countries of all persons suspected
of terrorist activities, and pledged to im-
prove immigration and extradition proce-
dures to expedite the transferral of such indi
viduals.

These undertakings were reiterated and rein-
forced in Venice (1980 and 1987), Ottawa
(1981), London (1984) and Paris (1989). In
addition, the proceedings of the Summit of
the Arch in Paris in 1989 led to the signa-
ture in April 1991 of a convention on mark-
ing plastic explosives.



GLOBAL ECONOMIC
SITUATION

World economic growth slowed to 2.1 per
cent in 1990 — from 3.3 per cent in 1989
and 4.5 per cent in 1988. An earlier run-up
in real interest rates associated with a tighte-
ning of monetary policy in a number of
countries contributed to the slowdown. Ano-
ther factor was the Iraqi invasion of Kuwait
in August 1990, which led to temporarily hi-
gher oil prices and a weakening of consu-
mer and business confidence.

The restructuring of the Central and Eastern
European economies saw a pronounced eco-
nomic downturn in these countries, while
growth in the Soviet Union was hampered
by unfavourable domestic developments.

In the industrialized countries, cyclical differ-
ences became more accentuated in 1990.

The economies of North America and the
United Kingdom slipped into recession,
while output growth slowed in France and
Italy. By contrast, output grew rapidly in

the F.R.G. and Japan, leading to tight labour
and product markets.

Despite a significant slowdown in activity in
North America and in some European coun-
tries, inflation (as measured by the con-
sumer price index) in major industrial coun-
tries as a group rose from 4.2 per cent to
4.7 per cent in 1990. This reflected, in part,
the rise in oil prices associated with the
Gulf crisis.

However, with the return of oil prices to pre-
crisis levels and the low level of activity in
some countries, there are signs that inflation
is moderating in several countries. Yet infla-
tionary pressures remain a concemn in the
F.R.G., where wages have increased mark-
edly and growth remains robust.

Developments in financial markets reflect
the different cyclical positions of the major
industrial countries. The slowdown in activ-
ity in the U.S., Canada, and the U.K. has
led to a significant reduction in short-term
interest rates in these countries.

In France and Italy, interest rate reductions
have been relatively modest. This reflects,
in part, constraints imposed by the Ex-
change Rate Mechanism (a system in which

participants have agreed to maintain their ex-
change rates within bands around predeter-
mined central rates).

In the F.R.G., interest rates remained firm
throughout 1990 and increased towards the
end of the year and into the first quarter of
1991. In Japan, interest rates increased
throughout much of 1990 before stabilizing
in the last quarter.

Short-term interest differentials in favour of
the dollar continued to narrow in 1990 and,
in the final quarter, shifted in favour of the
yen and the deutsche mark. However, the
dollar strengthened in the first half of 1991,
due in part to increased confidence in the
U.S. economy,

Current account imbalances among the G-3
(the U.S,, Japan, and the F.R.G.) continued
to narrow in 1990. The German current ac-
count surplus declined for the first time

since 1980 as strong domestic demand, in-
cluding increased fiscal stimulus associated
with unification, boosted import growth,
while the slowdown in the rest of Europe
and North America moderated export growth.

The Japanese surplus narrowed for the
fourth consecutive year, reflecting strong im-
port growth arising from buoyant domestic
demand and the higher value of oil imports
associated with the rise in oil prices. In the
U.S., the current account deficit declined for
the second year in a row as the lower ex-
change rate and weaker activity at home
spurred exports and eased import growth.

Global economic growth, after slowing sig-
nificantly in recent quarters, is expected to
pick up this year. North America, the U.K.
and other countries in recession are ex-
pected to recover, while growth, albeit slow-
ing somewhat, will continue in other indus-
trial countries, notably in Japan and the
F.R.G.

The main factors underpinning the expected
recovery are significant declines in interest
rates in recession-bound economies, the re-
turn of oil prices to pre-Gulf crisis levels,
and the recent rebound in consumer and
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business confidence, which was severely af-
fected by the Gulf crisis. Indeed, there have
been increasing signs of a resumption of
growth globally.

Progress has been made in several key areas
in recent years (i.e., tax reform and privatiza-
tion), effectively supporting and interacting
with macroeconomic policies in many coun-
tries. Prospects for sustained non-inflation-
ary growth will be enhanced significantly if

13

monetary and fiscal policies in industrial
countries continue to be directed towards me-
dium-term objectives of price stability and
further fiscal consolidation.

Further progress in several areas, particu-
larly a successful and substantive comple-
tion of the Uruguay Round of multilateral
negotiations, remains essential for a vibrant
world economy.



GLOBAL POLITICAL
SETTING

The elation that followed the collapse of the
Berlin Wall in 1989 has given way to a _
more sober and realistic understanding of
the enormous challenges the world faces in
strengthening the international order. The in-
fluential role of existing multilateral political
and economic institutions in shaping and re-
sponding to events received particular atten-
tion this past year.

In Central and Eastern Europe, young de-
mocracies are confronted both with the
challenge of fundamentally altering their eco-
nomic systems and industrial capacity, and
with public expectations of rapid and rela-
.tively painless change.

Economic dislocation has inevitably accom-
panied the transition to market economies,
and democratic institutions and principles

are not yet firmly entrenched throughout the
region. The more slowly evolving trend to-
wards democracy and market-oriented econo-
mies in Latin America and parts of Asia

and Africa has been accompanied by similar
strains.

Pent-up tensions between nationalities and
ethnic groups are being released as the ster-
ile stability that was imposed by the Cold
War gives way. Ethnic frictions are leading
to domestic crisis in Yugoslavia, for exam-
ple.

The Soviet Union, which is at the centre of
much of the change, is undergoing its own
transformation. The rapid economic decline
and tense relations between the central and
republican governments demand economic
and political reforms of enormous scale and
complexity. A continuation of a more co-
operative Soviet foreign policy may well de-
pend on the success of internal reforms in
the U.S.S.R.

The Iraqi invasion of Kuwait in August
1990 tested the role of the United Natiens
in a world recently freed of superpower ri-
valry. Its success in bringing together a
widely diverse coalition of nations to deter
naked aggression has revived hope that the
UN will, in future, be able to play a role
more closely linked to the original ideals of
its founders. The United Nations can now

play an important role, along with other mul-
tilateral institutions, in addressing the dan-
gers of conventional arms transfers and the
proliferation of weapons of mass destruction.

Making international political co-operation
more effective has become an imperative for
the 1990s. The international response to the
plight of Kurdish refugees and to the endur-
ing reality of mass starvation in the Horn of
Africa is evidence of the present limits to ef-
fective international co-operation and to mul-
tilateral agencies’ ability to cope. Greater ef-
forts must be made to grasp the opportunity
before the world community to make interna-
tional political co-operation work.

At a time when opportunities for global po-
litical and security co-operation are growing,
the international community’s commitment
to multilateral economic disciplines may be
waning. The General Agreement on Tariffs
and Trade has had a decisive influence on
the spectacular increase in world trade over
the past 40 years, yet a successful conclu-
sion to the Uruguay Round of multilateral
trade negotiations is by no means certain.

Failure to secure momentum for further

trade liberalization through GATT’s Uru-
guay Round of multilateral trade negotia-
tions could harm political and economic rela-
tions between states. Without progress in

this GATT round, a rules-based and open
trading system may give way to unilateral
and protectionist measures.

There-are many issues that nations, acting
alone, cannot solve. These include the deteri-
orating environment, trade in narcotics, and
health pandemics — including the AIDS epi-
demic in Africa and cholera in Peru. An-
other issue, previously low on the interna-
tional agenda, is mass migration associated
with environmental ills or with political in-
stability. Endemic poverty and underdevelop-
ment also persist.

There is progress, however, on several re-
gional issues that once defied solution. Re-
form in South Africa makes it possible to
foresee the end of apartheid and the even-
tual removal of sanctions. A resolution of
political tensions in Central America appears

14



to be under way. And, in the Middle East.
some progress may be achieved in resolving
long-standing regional tensions.

Equally important, major economic powers
such as the F.R.G. and Japan are increas-
ingly active internationally. As well, institu-
tional and structural responses to change are
being devised. Examples are the European
Bank for Reconstruction and Development

and an invigorated Conference on Security
and Cooperation in Europe.

The many dramatic events of the past 12
months show how political, economic and
environmental issues are closely related, and
why joint international action is needed to
address them. In London, summit leaders
will be exploring this record with a view to
strengthening the international order.



INTERNATIONAL
TRADE AND THE
URUGUAY ROUND

Canada has an open economy. Over a quar-
ter of its gross domestic product and some
three million Canadian jobs depend directly
on exports.

In 1984, the government adopted an agenda
for economic renewal that sought to im-
prove economic efficiency and competitive-
ness by reducing distortions and barriers to
the operation of markets at home and

abroad. Major initiatives were undertaken in
tax reform, deregulation, privatization, invest-
ment, and trade policy. Further review of
structural policies in the fields of research
and development, competition and other busi-
ness laws, and skills development are part

of an expanded competitiveness agenda.

This economic strategy, based on structural
reform, has resulted in three major Canadian
trade policy initiatives since 1986:

+ the negotiation and implementation of
a comprehensive free trade agreement
with Canada’s principal trading partner,
the United States;

+ Canadian participation in the Uruguay
Round of multilateral trade negotiations
by the General Agreement on Tariffs
and Trade — intended to reduce bar-
riers to world trade and to improve
trade rules; and

« the launching of trilateral free-trade ne-
gotiations with the U.S. and Mexico.

All three initiatives are designed to trans-
form the Canadian economy by progres-
sively eliminating domestic and international
impediments to competitiveness so the do-
mestic economy can adapt to the profound
changes in world production, investment,
technology and trade.

Canada’s highest international trade priority
is the successful completion of GATT’s five-
year Uruguay Round, which Canada hopes
will lead to

 a world trading environment with suffi-
cient stability, predictability and trans-
parency to inspire the confidence of ex-
porters and importers, thus encouraging

job-creating investment and economic
growth;

« better access for Canadian exports, par-
ticularly for agriculture, food, and
resource-based products; manufactured
goods (including high technology prod-
ucts and advanced transportation and
communications equipment); and ser-
vices;

fairer trade rules to protect Canadian
producers against capricious behaviour
abroad and injurious import competi-
tion at home;

strengthened procedures for resolving
multilateral disputes and the institu-
tional framework for new multilateral
trade agreements, possibly including a
world trade organization; and

the full integration of developing coun-
tries into a renewed world trading sys-
tem.

These overarching objectives are mirrored in
the trilateral negotiations that Canada is
about to commence with the U.S. and Mex-
ico for a North American free trade agree-
ment.

Since GATT’s eighth round of multilateral
trade negotiations began in Punta del Este,
Uruguay, in September 1986, Canada has
played a leading role among the 102 GATT
contracting parties. For example, Canada
hosted the first-ever mid-term ministerial
meeting in Montreal in December 1988,
which was held to consolidate overall prog-
ress in the round and to provide impetus for
the detailed negotiating phase now in prog-
ress.

Both through GATT and as a member of
the Cairns Group of agricultural producers,
Canada continues to play a key role in the
difficult negotiations on liberalizing and re-
forming agricultural trade. Successful negoti-
ations will help competitive Canadian pro-
ducers to maintain and expand their markets
abroad, rely less on government assistance,
and be more responsive to market signals.

16



Canada has made a major and ambitious pro-
posal concerning tariff and non-tariff barrier
reductions, including a proposal for global
free trade in forest products, fisheries, a
range of chemicals and high technology
areas like telecommunications and data pro-
cessing equipment.

Canada also attaches high priority to achiev-
ing comprehensive multilateral agreements
governing subsidies and countervail, which
should provide an important basis for fur-
ther discussions on this issue as set out in
the Canada—United States Free Trade Agree-
ment.

Extension of multilaterally agreed rules to
cover services, trade-related intellectual prop-
erty and trade-related investment is import-
ant from Canada’s standpoint as well, to en-
sure both improved market access and a
more stable, less unilaterally based trade en-
vironment.

As one of its major contributions to the ne-
gotiating process, Canada put forward a
major initiative with respect to a new world
trade organization. Premised on a com-
prehensive outcome of the Uruguay Round,
the new organization would build on GATT
and provide an institutional framework for
the management of the new multilateral
trade agreements, including the revised
GATT, the codes covering trade rules and
new services agreements, as well as those
on intellectual property and investment.

It would be underpinned by a strengthened
and more unified dispute settlement mecha-
nism across the whole range of trade agree-
ments and would place the new global trad-
ing system in a position where it can
interact effectively with the International
Monetary Fund and the World Bank to en-
sure a greater coherence of global trade, fi-
nancial and monetary policies.

The work of Canadian negotiators continues
to be supported in Canada by consultations
with the International Trade Advisory Com-
mittee and 13 sectoral advisory groups on in-
ternational trade, as well as with the provin-
cial governments. In addition, there are
regular and extensive consultations and infor-
mation exchanges between federal and pro-
vincial ministers, and between their officials
dealing with trade matters.
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Intensive negotiations, which culminated in
an impasse at the Brussels ministerial meet-
ing in December 1990, have now resumed
in Geneva in order to complete the Uruguay
Round as quickly as possible. Substantial ob-
stacles in all negotiating areas remain, with
particular difficulties in agriculture, services
and market access. Important technical work
has nevertheless been under way during the
course of the winter and spring of 1991 to
clarify and advance issues in these and all
other areas.

The intensified negotiations to be under-
taken during the summer and autumn of
1991 will be based on a streamlined negoti-
ating structure involving seven, rather than
15 groups as before. Underlying the work of
each group will be the knowledge of what
is at stake: the prospect of up to $3 trillion
of expanded world-wide trade over the
1990s if the Uruguay Round is successful.
The alternative is lost growth and invest-
ment and, possibly, a fragmented interna-
tional trading system.

In a related measure to eliminate trade-dis-
torting subsidies, Canada initiated negotia-
tions for reforms to the rules of the OECD
Export Credits Consensus. The proposed re-
forms would drastically reduce the use of
aid credits to support export sales and elimi-
nate subsidies in commercial export credits.
In June, the OECD ministers called for the
completion of negotiations by the end of the
year. Previous summits have advanced inter-
national trade negotiations and specific trade-
liberalizing arrangements by providing politi-
cal momentum and clear direction to
negotiators.

Decisions taken at the Bonn Summit in
1978 gave an impetus to the successful com-
pletion of the Tokyo Round; the Toronto
Summit in 1988 endorsed strongly the Can-
ada-U.S. Free Trade Agreement and the sin-
gle market in Europe; while the Houston
Summit committed leaders to a personal
role in completing the Uruguay Round. All
summits since the Tokyo Summit in 1986
have stressed the importance of agricultural
reform as part of a successful Uruguay
Round. Both the Paris and Houston Sum-
mits endorsed the negotiations to reform the
OECD Export Credits Consensus.



PROSPERITY-
COMPETITIVENESS

Profound global economic and political deve-
lopments over the past two decades have

led to major shifts in the patterns of econo-
mic growth in the world. An information re-
volution has been matched by the rise of
new and complex problems, such as popula-
tion growth and migration, and environmen-
tal concerns, which stretch across borders
and require a much broader approach for
their resolution.

Countries are responding to these new
challenges by adapting their institutions and
adopting co-operative policies intended to
~maintain and promote their long-term
growth. In recognition that increasing eco-
nomic efficiency is an issue of broad inter-
est to all seven summit countries, leaders
this year will be exchanging views on eco-
nomic reforms through which efficiencies
can be realized.

The globalization of production and invest-
-ment flows has greatly increased interna-
tional competition and the interdependence
of national economies. The advent of world-
wide markets and the trans-border decision
span of multinationals has resulted in a
more dynamic and uncertain trading and in-
vestment environment. Countries now com-
pete for scarce and mobile investment and
technology flows.

Canada, like other summit countries, is con-
cemned with its long-term economic competi-
tiveness and the ability of the Canadian
economy to sustain steady growth and in-
crease prosperity for its citizens. In the rap-
idly evolving global economy, Canadian pro-
ducers are facing stronger competition in
industrial and resource products from sum-
mit partners as well as from emerging com-
petitors in the developing world.

Some recent indicators suggest there are con-
cems about our competitiveness. Assess-
ments for 1990 from the Geneva-based
World Economic Forum indicate Canada

has dropped from fourth to fifth place in
overall competitiveness among members of
the Organization for Economic Co-operation
and Development. Over the past 15 years,
Canada has fallen to fifth from second place

among summit nations in manufacturing lab-
our productivity.

Competitors such as the F.R.G., Italy and
France have caught up to, and surpassed,
our productivity levels. Canada remains
highly reliant on the U.S. market for three
quarters of our exports and the bulk of man-
ufacturing exports. Apart from our auto
trade with the U.S. and a few other notable
exceptions, for example, in the telecommuni-
cations and aerospace sectors, Canada contin-
ues to be an exporter of resources to the
rest of the world.

These facts raise fundamental questions
about our productivity, relative to our sum-
mit partners. All of us are examining vari-
ous domestic institutional and policy re-
forms necessary to achieve steady,
non-inflationary long-term growth.

These include the need to build on im-
proved access to, and performance in, emerg-
ing global markets and product niches; to de-
velop technological excellence and to apply
technology innovatively in the workplace; to
remove barriers to efficiency in domestic
markets; to enhance the skills levels and
work opportunities for the workforce; and to
nurture the co-operative business climate

that favours entrepreneurship, investment

and partnership between business, labour,
government and the academic community.

The government recently announced its in-
tention to launch a major initiative to de-
velop a broadly based and integrated ap-
proach to competitiveness. Building on a
national consultative process, a consensus
will be sought among all key stakeholders
on an ambitious set of goals in key areas of
learning, science and technology, productiv-
ity improvement, and domestic and interna-
tional trade liberalization.

There is a large amount of competitiveness-
related work currently under way in Canada
and elsewhere. A number of studies have
been published recently, including by Coo-
pers Lybrand and Kodak Canada. The fed-
eral government is supporting an in-depth
study on the strengths and weaknesses of
Canada’s competitiveness, commissioned by

18



S osssvwtsross HCHAIA

the Business Council on National Issues.
The Prime Minister has asked the Economic
Council of Canada to carry out a major
study on the impact of governments on Ca-
nadian competitiveness.

National competitiveness policies also have
an international impact. Co-operation among
the summit countries will be important in ad-
dressing mutual competitiveness challenges
of the 90s — ranging from more open mar-
kets, through negotiations under the General
Agreement on Trade and Tariffs, to strategic
technological partnerships and co-operation
in learning.

Increased integration of summit economies
can give rise to potential problems. Differ-
ences in perception. about how each other’s
and the world economy works, influence the
respective national goals for competitiveness
and the methods of policy co-ordination.
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Trade liberalization creates strong pressures
for domestic adjustment. which in turn
places a premium on domestic institutions
and decision-making processes that respond
quickly and effectively to global change.

Finding the right balance of incentives, ef-
fort, perseverance. innovation and, above all,
domestic competition ensures a strong foun-
dation for long-term productive growth and
economic progress. Summit countries are
committed to enhanced co-ordination of
macro-economic policies and to liberalized
trade that promotes reform and adjustment.

This co-operation will be extended into im-
portant areas such as science and technol-
ogy, and education and training, to meet do-
mestic growth objectives while responding
to the pressures of adjustment and interna-
tional change.
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ENVIRONMENT

Environmental problems such as climate
change, ozone depletion, acid rain, the degra-
dation of oceans (including the conservation
of living marine resources) and deforestation
have been prominent issues at recent sum-
mit meetings. These problems pose serious
threats to human health, the global economy
and our natural heritage.

In March 1990, the Canadian government re-
leased “A Framework for Discussion on the
Environment,” which outlined the environ-
mental problems confronting Canadians and
explored the options available. Following a
series of extensive public consultations, the
government released the Green Plan in De-
cember 1990, a comprehensive policy frame-
work and action plan for implementing sus-
tainable development in Canada.

The Green Plan establishes eight national en-
vironmental policy goals together with
resource allocations over six years. It estab-

-lishes firm targets and schedules over a

range of domestic and international environ-
mental issues. It is based on the principle of
partnership among stakeholders (e.g., federal
and provincial governments, business, lab-
our, indigenous groups). The plan will be re-
viewed annually.

The demand for, and political endorsement
of, the Green Plan reflects the marked in-
crease and intensification of public and gov-
ernment concern over environmental prob-
lems over the past two decades. Twenty
years ago, environmental problems were per-
ceived as primarily local, e.g., urban air pol-
lution and water contamination. With the
emergence of acid rain as an international
issue, the problems have come to be seen as
transboundary and regional in scope.

It is now apparent, given issues such as
ozone depletion and climate change, that the
environment is a global issue requiring
global solutions. This has led to continuing
efforts at more effective international co-op-
eration, in which Canada has played a lead-
ing role.

The 1972 Stockholm Conference on the
Human Environment marked the emergence
of the environment on the international

scene, and resulted in the establishment of
the United Nations Environment Program to
co-ordinate and promote action on environ-
mental issues within the UN system.

In June 1992, in Brazil, 20 years after Stock-
holm, the UN will be hosting a major con-
ference on environment and development,
which will be attended by heads of govern-
ment or state from the entire United Na-
tions. The conference is expected to develop
an international environmental agenda for
the 21st century and clarify the links be-
tween the environment and development.

A successful conference in Brazil, involving
developed and developing countries as full
partners, will be crucial to the resolution of
global environmental issues. Developing
countries will be looking for additional re-
sources and transfers of technology to sup-
port their environmental efforts.

While the Brazil conference represents the
culmination of years of effort on a wide
range of environmental issues, there are
many examples of international and regional
environmental agreements already in force.
In North America, for example, Canada and
the United States successfully concluded a
bilateral air quality accord in March 1991.

In Europe, three regional agreements on
transboundary air pollution were concluded
between 1979 and 1988 by the countries of
the Economic Commission for Europe-(of
which Canada is a member): a framework
convention on air quality (1979); and, under
that convention, two protocols to reduce
emissions of sulphur dioxide (1985) and ni-
trogen oxides (1988). Work is now under-
way on the third protocol in this series to
deal with volatile organic compounds, a key
ingredient of smog.

The Vienna Convention on the Protocol of
the Ozone Layer, which recognizes the na-
ture of the ozone depletion problem, was ne-
gotiated in 1985; associated with it, the
Montreal Protocol on Substances that De-
plete the Ozone Layer was negotiated in
1987. The Montreal protocol is action-
oriented and involves programs for moving
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away from the use of ozone-depleting sub-
stances. In June 1990, a multilateral fund
was established under this protocol to help
developing countries phase out CFCs and
other ozone-depleting substances by the year
2000.

In 1988, Canada signed the Basel Conven-
tion on the Transboundary Movement of
Hazardous Wastes, developed under the aus-
pices of the United Nations Environment
Program. This agreement is designed to con-
trol the export of hazardous wastes through
an international management system.

The convention aims to establish control
measures that reduce to a minimum the gen-
eration of hazardous. wastes; treat hazardous
wastes as close as possible to their point of
generation; ship hazardous wastes only to
countries with adequate treatment facilities;
and introduce a system to track and control
the export and import of hazardous waste.
The convention is expected to come into ef-
fect in 1991 or 1992, once the necessary rati-
fications are obtained. '

The Report of the World Commission on En-
vironment and Development (the Brundtland
Commission) in April 1987 marked a turn-
ing point in international environmental dis-
cussions. It placed the concept of sustain-
able development squarely on the inter-
national agenda and emphasized that the en-
vironment and economic growth are not

only compatible but interdependent.

Linkages between the environment and popu-
lation, energy, agriculture, urbanization and
debt were also highlighted. This report has
had a wide impact on worldwide approaches
to sustainable development, and environmen-
tal and economic policy making.

Recent economic summits have provided an
important political stage from which to pro-
vide global environmental leadership. When
the summits of the 1980s dealt with the en-
vironment, their approach focussed on the
identification of problems and the need for
additional scientific research.

At the 1988 Toronto Economic Summit,
however, a substantive discussion on the en-
vironment took place, resulting in an en-
dorsement of the concept of sustainable de-
velopment. This signalled the emergence of
the environment as a key international politi-
cal issue and Canada’s prominence in help-
ing to set the international agenda.
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In the months following the Toronto Sum-
mit, political momentum for dealing with
the environment was maintained through a
number of crucial international meetings
which took place at the head of government
or state level.

Prime Minister Mulroney participated in the
Hague Environmental Summit of March
1989, which focussed on climate change.
This summit resulted in a declaration that
called for the development within the UN
system of an institutional authority — either
by strengthening existing institutions or by
creating an institution to deal with climate
change. It also called for financial assistance
and technology transfers to developing coun-
tries.

In 1989, the leaders of la Francophonie and
the Commonwealth also issued declarations
on the environment, which promoted further
action. These declarations particularly empha-
sized the need for global solutions supported
by new and additional financial resources
and transfers of technology to developing
countries to support their environmental ef-
forts.

At the 1989 Paris Economic Summit, lead-
ers focussed considerable further attention
on the environment as an international prior-
ity. The communiqué called for action in
areas such as climate change; the environ-
ment—economy interface (including environ-
mental indicators, at the suggestion of Can-
ada); sustainable forestry; and oceans.

The Paris Summit also noted that financing
and transfers of technology would be re-
quired to help developing countries deal
with past damage and to encourage them to
take environmentally desirable action.

At the 1990 Houston Economic Summit,
leaders continued to give priority to the envi-
ronment. They called for the completion of
global negotiations on climate change and
forests by the time of the June 1992 UN
Conference on environment and develop-
ment; they sought the development of a strat-
egy on land-based sources of marine pollu-
tion; and they emphasized the need to
conserve and protect living marine re-
sources, respect conservation regimes and
strengthen regional fisheries organizations.

Also at the Houston Summit, leaders empha-
sized the importance of preserving biodivers-
ity and indicated that their governments



would participate actively in this area.
(Biodiversity is the wealth and variety of ge-
netic material, species and ecosystems.)

As well, the Houston Summit endorsed on-
going work by the Organization for Eco-
nomic Co-operation and Development on en-
vironmeni—economy linkages, economic
instruments and market-oriented approaches,
and environmental indicators. Leaders recog-
nized the need for increased financial and
technological assistance to developing coun-
tries in resolving global environmental prob-
lems.

OECD environment ministers met in Janu-
ary 1991 and developed an environment
strategy for the 1990s. It focuses on the inte-
gration of economic and environmental deci-
sion making; improved environmental perfor-
mance domestically; the strengthening of
international co-operation, including the pro-
vision of additional support to developing
countries; and the negotiation of global envi-
ronmental conventions.

Four Canadian initiatives were adopted:
country environmental policy reviews; good
environment practices for governments; an
examination of the relationship between

trade and the environment; and the continua-
tion of OECD work on environmental indica-
tors. Ministers also encouraged the OECD

to intensify its work on economic instru-
ments, including “green taxes” and proper
resource pricing.

The 1990s will be an important decade for
the negotiation of major global environmen-
tal conventions and instruments. On climate
change, previous international work on
ozone dovetails with the major effort now
underway to address the climate change
problem.

A group of scientific and technical experts,
the Intergovernmental Panel on Climate
Change, was established under the auspices
of the World Meteorological Organization
and the United Nations Environment Pro-
gram to investigate the problem. The panel
released a major report at its August 1990
meeting. This was adopted at the Second
World Climate Conference held in the fall
of 1990 in Geneva. Based on this work, ne-
gotiations on a framework climate change
convention began in February 1991.

Discussions on a global biodiversity conven-
tion began under the auspices of the UN En-

vironment Program in February 1991. A
major issue for the 1991 convention will be
the transfer of bio-technology to developing

_countries. Discussions on a global forestry

agreement or instrument are also underway.
Forestry principles are being developed for

endorsement by the 1992 UN conference on
environment and development, which could
subsequently lead to a global agreement.

On oceans, Canada hosted a major intergov-
ernmental experts meeting on land-based
sources of marine pollution in May 1991.
The Halifax meeting was attended by more
than 90 experts from 35 countries, five UN
agencies and five non-governmental organi-
zations.

Participants agreed to support a comprehens-
ive approach to oceans and to reconvene
later in 1991 to prepare a declaration and ac-
tion plan on land-based sources of marine
pollution for endorsement at the 1992 UN
conference in Brazil. This could lead to an
integrated approach to oceans management
and an eventual convention or agreement to
give impetus to yet further international ac-
tion.

A major component of oceans management
is the protection and conservation of living
marine resources through sustainable fisher-
ies management, strengthened regional fisher-
ies organizations and respect for the conser-
vation regimes of coastal states.

The successful conclusion of negotiations on
global environmental conventions will re-
quire careful examination of financial and in-
stitutional mechanisms. The Montreal Proto-
col Multilateral Fund will provide funding
for ozone protection and is administered by
the World Bank, the UN Environment Pro-
gram and the UN Development Program.

For climate change and forests, biodiversity
and marine environment, a global environ-
ment facility has been established by partici-
pating countries and is administered under a
similar tripartite arrangement led by the
World Bank. Experience with these funding
arrangements will provide useful input into
the financing and institutions discussions at
the UN conference in June 1992.

International awareness and concern on envi-
ronmental issues has never been greater.
The UN conference in Brazil in 1992 will
provide a landmark opportunity to focus in-
creased attention, consolidate past progress
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and provide momentum on difficult negotia-
tions on global environmental issues.

The London Economic Summit may repre-
sent the last opportunity before June 1992
for summit leaders to have an impact on
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this process. The Green Plan marks the do-
mestic context in which Canada will be re-
sponding to these global environmental
challenges.



ECONOMIC RELATIONS WITH
DEVELOPING COUNTRIES AND
PROBLEMS OF INDEBTEDNESS

Canada has always believed that summits
must address the major concerns of develop-
ing countries, and has been in a position to
champion their cause because of the quality
of its aid program, the strong support it has
shown for increased debt relief for the poor-
est countries, and its decision to provide offi-
cial development assistance by means of
grants rather than loans.

Canada has willingly assumed this role be-
cause of its membership in numerous multi-
lateral organizations, including United Na-
tions development organizations and inter-
national financial institutions, as well as its
membership in both la Francophonie and the
Commonwealth, certain members of which
look to Canada to reflect their concerns in
the summits.

Assistance to developing countries has been
an integral facet of Canadian foreign policy
for over 25 years. In 1988-89, Canada was
the seventh largest donor in absolute terms,
providing 4.1 per cent of global develop-
ment assistance. On the basis of gross na-
tional product, we were the second most
generous, after France, of the summit coun-
tries, with 0.43 per cent of GNP.

In 1991-92, Canada’s development assis-
tance budget will reach $2.75 billion a year,
and almost $18 billion will be spent on de-
velopment assistance over the next five
years. All of Canada’s development assis-
tance is provided on a grant basis.

General Situation

The developing world has made significant
economic progress in the last three decades.
From 1965 to 1985, there has been a rising
trend for incomes, consumption, life expec-
tancy and education, while child mortality

_has been declining. Nonetheless, over one

billion people in the developing world con-
tinue to live in poverty.

The reduction of global poverty remains the
fundamental objective of development assis-
tance. But global economic and environmen-
tal interdependence is transforming the rela-
tionship between developed and developing

countries in ways that are having a pro-
found effect on how development assistance
is approached.

First, development issues can no longer be

seen in North-South terms. The developing
world faces a great many economic and de-
velopmental challenges that require diverse

responses from the developed world.

For example, in the poorest countries of Af-
rica, high population, debt, drought and fam-
ine are compounded by civil strife, weak in-
frastructure and underdeveloped human
potential. Meanwhile, the “adjusting” econo-
mies of Latin America are working their
way from under heavy debt loads, and the
newly industrializing economies of Asia
have experienced extraordinary growth over
the last decade.

Second, the context for development has
changed dramatically in the last decade due
to the increasing globalization of economiic,
financial and trade issues. Global conditions
define the availability of external financing,
the cost of debt, the value of exports, the
volume of investment flows, technology
transfers and the accessibility of markets. To-
gether, all of these factors outweigh the
value of all development assistance.

Third, the implications for the global envi-
ronment of industrialization in the develop-
ing world and the integral link between the
environment and development prospects
have forced new ways of looking at develop-
ment. In particular, the developing world is
playing a greater role in shaping the interna-
tional environment agenda through prepara-
tions for the UN Conference on Environ-
ment and Development to be held in June
1992 in Brazil.

Poverty, hunger, high population growth and
inadequate human resource development
have a direct relation to deforestation, over-
fishing, soil depletion and erosion, and pollu-
tion. As well, developed and developing
countries alike share an interest in protect-
ing the ozone layer, biodiversity, climate
change and the marine environment.
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Fourth, the end of superpower rivalry and
the vindication of free market economics in
the late 1980s have affected the way we ap-
proach development. The ideological battle
played out in many developing countries has
eased, although a residue of fear remains
that the developed world’s concern for the
developing world will be diverted by the
needs of the Soviet Union and Eastern Eu-
rope.

These changes have resulted in a growing
consensus among both the developed and de-
veloping countries that sustainable develop-
ment must be the central principle of devel-
opment assistance. Sustainable development
is development that is economically, politi-
cally, environmentally, socially and cultur-
ally sustainable over the longer term.

Further, there is a general agreement that
for sustainable development to occur, there
is a need for more market-oriented eco-
nomic policies, for more open global trading
regimes, for more reliance on the private
sector, for global efforts to address environ-
mental issues, and for more pluralistic politi-
cal systems.

Difficult policy choices are being made by
many developing countries to set their econo-
mies on the path of growth and develop-
ment. Canada and other summit countries re-
main committed to maintaining adequate
resource flows and debt reduction in support
of these efforts.

But more importantly, summit leaders are
committed to creating a global economic en-
vironment conducive to sustainable growth
and development in both the industrialized
and developing worlds. Success is possible
only if the right policies are in place both in
developing and developed countries.

The Problem of
International Indebtedness

In 1982 the developing country debt crisis
became the focus of international attention,
and economic summits have played a major
role in developing the international debt
strategy. While external indebtedness is not
solely or even primarily responsible for un-
derdevelopment, economic growth and ef-
forts at reform in many developing countries
are seriously constrained by heavy debt. The
strategy that evolved supports economic ad-
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justment that provides the framework for sus-
tained growth.

There is broad agreement that the primary
responsibility for the solution of the debt
problem rests with the debtor countries them-
selves. It is also recognized that there is no
single solution to the problems of the debt-
distressed. At the Williamsburg Economic
Summit in 1983, governments of creditor
countries agreed to manage the debt crisis

on a case-by-case approach, recognizing the
unique circumstances of each debtor country.

Canada has been a leader in providing aid

in the form of grants and in providing offi-
cial development assistance debt relief to
low-income and lower-middle-income coun-
tries implementing economic reforms. In
1978, Canada forgave its official develop-
ment assistance loans to the least developed
countries; in 1987, we forgave similiar loans
to the francophone and Commonwealth coun-
tries of sub-Saharan Africa.

In 1990, Canada did the same for countries
of the Caribbean Commonwealth. A number
of other donor countries, including France,
the U.K. and the F.R.G., have followed
Canada’s lead in forgiving the official devel-
opment assistance debt of many sub-Saharan
countries. Since 1986, Canada has provided
all bilateral official development assistance
in the form of grants.

When countries experience difficulty in ser-
vicing their official bilateral debt, they come
to the Paris Club to reschedule their obliga-
tions. The traditional approach of the Paris
Club has been to defer payment obligations
by providing longer repayment periods.
Paris Club reschedulings are conditional on
the debtor country undertaking an adjust-
ment program supported by the International
Monetary Fund.

The debt situation of the poorest countries
has been of special concern to Paris Club
members. This is the result of strong evi-
dence that the poorest countries require spe-
cial treatment to improve their prospects for
economic development.

The Toronto Economic Summit of 1988 en-
dorsed proposals that the Paris Club provide
concessional treatment for the debt of these
countries. Under the “Toronto terms,” indi-
vidual creditor countries can choose from a
menu of options, including partial elimina-
tion of the debt, longer repayment periods,



or rescheduling at below market rates of in-
terest. Canada played a key role in achiev-
ing consensus among creditors on this pack-
age.

The Toronto terms have made a meaningful
contribution in providing debt relief to the
poorest countries. Some 20 countries have
benefited thus far. However, it has become
apparent that, in certain cases, these terms
have been insufficient, and Canada has been
a leading advocate of the need to provide a
significantly greater degree of relief to the
poorest countries.

The Houston Economic Summit called on
the Paris Club to review options for lower-
middle-income countries. In September 1990
creditors agreed on more generous treatment
for these countries, including longer repay-
ment periods and limited voluntary debt con-
versions. In April 1991, the Paris Club
reached an historic debt reduction agreement
with Poland to support that country’s transi-
tion to a market economy. Similar treatment
was later provided to Egypt to respond to
that country’s unique circumstances.

In 1989, building upon suggestions from
Canada, France and Japan, the U.S. adminis-
tration advanced the Brady Plan, under
which intemational financial institutions
would provide resources to debtor countries
to facilitate debt reduction operations by the
commercial banks. Access to this financing
is conditioned on commitment by the debtor

country to structural adjustment policies
aimed at re-establishing economic viability.

So far, Mexico, Venezuela, Costa Rica, the
Philippines, Morocco and Uruguay have ben-
efited from Brady plan packages. In Mex-
ico, the debt restructuring agreement has

had a positive effect on economic recovery,
including significant inflows of investment.
There are indications of a return to interna-
tional capital markets by Mexico and other
Latin American countries.

In keeping with the case-by-case approach,
each Brady plan package has had distinctive
features designed to meet the diverse inter-
ests of debtor countries and banks.

The London Summit and
the Debt Problem

The London Economic Summit is expected
to review the evolution of the debt strategy
and the major developments that have taken
place over the past year. Canada continues
to emphasize that the most important ele-
ment in the debt strategy is the need for
debtor countries to adopt sound economic
policies. However, it may not be sufficient.

In some countries the debt burden may be
so severe that even with appropriate eco-
nomic management, there is little chance of

- achieving sustainable growth or servicing

debts. In this context, the London Summit is
expected to endorse more favourable treat-
ment for the official debt of the poorest
countries.
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ARMS PROLIFERATION

The proliferation of weapons of mass des-
truction has been the subject of growing
concern in the international community in re-
cent years. Canada, like many other coun-
tries, has worked to establish effective and
universally accepted international controls to
prevent the further spread of these weapons
and their delivery systems. Some progress
has been made. Nonetheless, much remains
to be done.

The recent conflict in the Persian Guilf,
Iraq’s possession of ballistic missiles and its
declared readiness to use chemical weapons
highlighted the urgent need for attention to
this problem.

Prime Minister Mulroney announced a two-
point Canadian proposal in February 1991.
First, he proposed that appropriate interna-
tional fora strengthen their non-proliferation
regimes covering various classes of weapons
and delivery systems. The prime minister
also suggested there be high-level meetings
to address the proliferation of nuclear weap-
ons, chemical weapons and biological weap-
ons (together referred to as weapons of
mass destruction), as well as missile technol-
ogy and conventional weapons.

Nuclear weapons represent the greatest
threat to the international community. Many
years of effort by many countries, including
Canada, have made significant strides to-
ward preventing their spread.

The 1970 Treaty on the Non-Proliferation of
Nuclear Weapons says that states with no
nuclear weapons now may not acquire them,
but assists non-nuclear-weapon states seek-
ing nuclear technology for peaceful pur-
poses. The treaty also commits parties to ne-
gotiate an end to the nuclear arms race and
to achieve nuclear and general disarmament.

Canada is a staunch supporter of the non-
proliferation treaty and has encouraged all
states to sign it. There are now over 140 sig-
natories. France recently announced that it
has decided, in principle, to sign. Despite
this broad adherence, one nuclear weapon
state, China, and several non-nuclear

weapon. states with important nuclear pro-
grams have not yet signed.
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A decision to extend the treaty will be

taken in 1995. Canada advocates an indefi-
nite extension and is pursuing measures to
make the treaty more effective. These in-
clude strengthening multilateral controls on
the export of dual-use nuclear goods, encour-
aging the superpowers to negotiate further
drastic cuts in their nuclear arsenals, and pro-
moting acceptance of the treaty by the hand-
ful of states that have not signed.

Canada attaches high priority to achieving a
global, comprehensive and verifiable agree-
ment banning the production. acquisition,
stockpiling and use of all chemical weap-
ons. There is widespread optimism that the
Geneva Conference on Disarmament will
conclude a chemical weapons convention be-
fore the end of 1992. As a participant at the
conference, Canada will work to resolve out-
standing issues.

Since 1985, a number of Western countries.
working as the “Australia Group.” have ex-
changed information on how they might cur-
tail the spread of chemical weapons. Can-
ada. for example, recently increased the
number of chemicals subject to an export li-
censing requirement from 12 to 50.

The 1975 Biological and Toxin Weapons
Convention bans the acquisition, possession
and use of such weapons and now has over
110 signatories. However, a number of
states with the technological capability to de-
velop these weapons are not parties. Further-
more, the convention lacks meaningful pro-
visions to ensure compliance. '

At a third review conference to be held in
Geneva in the fall of 1991. Canada will
seek to strengthen the Biological and Toxin
Weapons Convention by proposing ways to
develop its confidence-building and conflict-
resolution provisions. Specifically, Canada
wants more exchanges of data on research
facilities and agreement to hold a special
conference to negotiate verification provis-
ions.

The proliferation of missile technology is ad-
dressed by the Missile Technology Control
Regime. The regime’s 15 partners have
agreed to control the export of specific



items needed for missile production. To
strengthen the regime’s effectiveness, Can-
ada favours expanding its membership to
other exporters of missile technology, and
advocates broadening the regime to include
missiles with smaller payloads and longer
ranges.

All countries exercise some control over
their exports of conventional weapons. How-
ever, there are no global, comprehensive or
legally binding international mechanisms,
even though United Nations resolutions
aimed at promoting “transparency,” or the
regulation of arms transfers, have been
passed since 1985. A group of experts is
studying the question and will report its find-
ings to the UN General Assembly in the fall
of 1991.

Canada views the following principles as an
effective basis for addressing the excessive
buildup of conventional arms:

» transparency in arms transfers;

» consultation among states about exces-
sive accumulation of arms; and

« exporter restraint with states that ap-
pear to be acquiring more arms than re-
quired for a legitimate defence.

For the first principle, Canada supports es-
tablishing a United Nations arms transfer
registry. In addition, in March 1991, Canada
issued the “First Annual Report on the Ex-
port of Military Goods from Canada.” The
report contains statistics on the value and
composition of Canadian military exports in
1990 to all countries except the U.S. (It has
been long-standing policy that no export per-
mits are required for munitions products
going to the U.S. Statistics on shipments
were therefore not available.)

While pursuing restraint in arms transfers to
states accumnulating excessive quantities of
conventional weapons, Canada recognizes
the right of all states to ensure their legiti-
mate defence needs are met. The recently
proposed amendments to the Export and Im-
port Permits Act will give Canadian firms
the opportunity to help NATO allies and
close defence partners.
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SOVIET UNION

The reforms of Soviet President Mikhail
Gorbachev have made the world more se-
cure. He has helped bring an end to the
Cold War, to superpower confrontation and
to division in Europe. He has also managed
to keep the U.S.S.R.’s foreign policy on
track and maintained its significant political
and diplomatic influence in global affairs.

The Soviet Union played a key role through-
out the Gulf crisis, particularly in the United
Nations. Meanwhile, in Ethiopia, Angola,
and Central America co-operative efforts are
making it possible to resolve regional con-
flicts that once seemed intractable. Prospects
have also improved for resolving the Afghan-
istan and Cambodia conflicts.

Domestically, the U.S.S.R. is in turmoil. Per-
estroika has unleashed political opposition,
economic dissatisfaction and ethnic violence.
A co-operation agreement, still fragile, was
recently signed between the central authority
and nine republics. The Baltic States and
three other republics want independence.

For Canada, the Baltic States are a special
case. We have never accepted their forcible
annexation by the U.S.S.R. and recognize
their lawful independence. We are encourag-
ing a negotiated settlement consistent with
the right of the Baltic peoples to freely de-
termine their own future.

Despite recent setbacks, there are signs that
President Gorbachev intends to press ahead
with reform. He has apparently made peace
with his main rival, Boris Yelstin, newly
elected president of the Russian Soviet Fed-
erative Socialist Republic.

Canada is concemed about the Soviet
Union’s ongoing problems. A stable
U.S.S.R. is clearly in everyone’s interest.
Canada wants to see President Gorbachev
succeed in moving his nation toward democ-
racy and a market economy.

Although the economic transition will be dif-
ficult, the study of the Soviet economy by
international financial institutions, as author-
ized by the Houston Economic Summit, of-
fers a workable blueprint. Canada hopes the
Soviet government will commit itself to
such a program, and is ready to help.
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As the U.S.S.R. becomes more market-ori-
ented, it must integrate into the international
trade and payments system. Canada and oth-
ers are exploring possibilities.

Prime Minister Brian Mulroney’s November
1989 visit to the U.S.S.R. put bilateral rela-
tions on a new basis. Fourteen documents
were signed covering everything from nu-
clear co-operation to military contacts and
the Arctic. The prime minister also an-
nounced that Canada plans to open a consul-
ate general in Kiev (in the summer of 1991).

Canada and the U.S.S.R. have much in com-
mon, not the least being their federal
makeup. The mutual interests of Canada’s
provinces and the Soviet republics have re-
sulted in closer relations between the two
countries at the sub-national level. During
the prime minister’'s 1989 visit to the Soviet
Union, an agreement was signed on co-oper-
ation between the provinces and republics.
Several provinces have cultural, social or
economic agreements or memorandums of
understanding with their Soviet counterparts.

High-level contacts are increasing. In May
1990, President Gorbachev visited Canada,
accompanied by then foreign minister Ed-

ward Shevardnadze. Canada’s ministers for
external Affairs and intemational trade vis-
ited the U.S.S.R. last fall. The chief of the
Soviet defence staff just completed a visit

here.

Trade with the U.S.S.R. is up dramatically,
with Canadian exports in 1990 of $1.12 bil-
lion against imports of $185 million. More
than 50 joint ventures are now in place. Mc-
Donalds Restaurants of Canada opened the
first fast-food hamburger restaurant in Mos-
cow. Canadian Fracmaster, Lavalin and Gulf
Resources are all active in the U.S.S.R.’s oil
and gas sector.

Canada, with its world-class technology in
telecommunications and resource develop-
ment, is a natural business partner for the
changing Soviet Union. The Canada-
U.S.S.R. Business Council is co-ordinating
new ventures with the Soviet Chamber of
Commerce and Industry.



RELATIONS WITH
CENTRAL AND
EASTERN EUROPE

Canada welcomed the democratic revolu-
tions in late 1989 and 1990 that dramatical-
ly transformed the political landscape of
Central and Eastern Europe.

However, attempts by the new democracies
to speed up economic reforms without unac-
ceptable hardships have been complicated
by economic shocks due to new trading pat-
terns, disruptions in Soviet energy supplies,
the Gulf crisis and, in the past year, the
worst drought in decades.

Despite these difficulties, progress has been
made, particularly in Poland, Hungary, and
“the Czech and Slovak Federal Republic. Bul-
garia and Romania have been the hardest hit
by the economic shocks, and their democrati-
cally elected governments remain fragile.

Yugoslavia, once the most advanced country
in Eastern Europe and not part of the War-
saw Pact, has been struggling with acute
constitutional and interethnic problems. Its
future remains uncertain.

The new democracies will continue to need
Western backing if they are to survive and
move definitively to market economies. So
they are seeking closer links to Western
countries and institutions — the European
Community, NATO, the Organization for
Economic Co-operation and Development,
and the Council of Europe.

The Central and Eastern European countries
also ‘want to integrate their economies into
the international system, and it is in the
West’s interest to support them. The eco-
nomic and political ties Canada develops
now will be valuable as Europe moves to
economic and political unity.

The new governments are looking to Can-
ada and other Western governments in the
“Group of 24" for both economic and politi-
cal support. Since the Paris Economic Sum-
mit in 1989, this group of 24 members of
the OECD has committed some US$13.2 bil-
lion in grants, loans, balance of payments
support and technical assistance directly to
Central and East European countries. It has
also committed funds through the Interna-
tional Monetary Fund, the World Bank and

the new European Bank for Reconstruction
and Development.

Despite its difficult fiscal situation, Canada
has contributed its share to major G-24 fi-
nancial support packages for the Czech and
Slovak Federal Republic, Hungary and Po-
land. These packages complement monetary
fund and reconstruction bank economic re-

_form programs in these countries.

Canada’s contribution to Polish debt relief
was substantial in absolute terms, and larg-
est overall among G-7 countries in per ca-
pita terms. Canada strongly supported creat-
ing the reconstruction bank, and owns 3.4
per cent of its capital. This makes Canada
the eighth largest contributor to the bank.

The centrepiece of Canadian efforts is the
Task Force on Central and Eastern Europe,
which manages a $40 million program of bi-
lateral co-operation and technical assistance
for democratic development and economic
restructuring. Focussing initially on Poland
and Hungary, the program has now been
extended to the Czech and Slovak Federal
Republic. Projects are being initiated with
Romania.

The task force helps countries make struc-
tural changes in their economy and create
and strengthen democratic institutions. Pro-
jects include technical assistance, exchanges,
and management training in areas such as
agriculture, law, taxation, privatization, envi-
ronment, finance and telecommunications —
areas in which Canada has special expertise.

The task force program supports projects
that are practical, clearly defined and, where
possible, that involve support from the Cana-
dian private sector, investors, ethnic organi-
zations and other interested groups. .

Prospects for expanding Canadian commer-
cial and investment ties with the countries
of Central and Eastern Europe are good de-
spite economic difficulties. Canada’s $8 mil-
lion Renaissance Eastern Europe Program
promotes trade and investment. EDC credits
to Poland and Romania have encouraged
much-needed exchanges.
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Canada has granted general preferential tar-
iff status to Poland and Hungary. Foreign in-
vestment protection agreements have been
signed with the Czech and Slovak republic
and with Poland. Canada has double taxa-
tion agreements with the Czech and Slovak .
republic, and with Poland, Romania, and
Bulgaria.

Canada intends to become increasingly in-
volved in energy development in Central
and Eastern Europe. We already have joint
commitments with European firms, notably
in Romania (nuclear) and the U.S.S.R. (oil
and gas). Canada supports the concept of a
European energy charter — a European
Community scheme for closer co-operation
in Europe. Canada believes that participation
by non-European OECD countries will
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strengthen the charter, just as it has strength-
ened the European Bank for Reconstruction
and Development.

Canada’s bilateral relations with the coun-
tries of Central and Eastern Europe, rela-
tively static and formal during the Cold

War, are now cordial and active. We have
been co-operating with them on such intema-
tional issues as the Open Skies negotiations,
which Canada co-hosts with Hungary; and
we have encouraged their seeking closer
links with major Western international orga-
nizations.

Prospects for a long-term partnership be-
tween Canada and the countries of Central
and Eastern Europe, already strengthened by
historic and family ties, are promising.




ENERGY

Since 1984, Canada has developed and im-
plemented an energy policy founded on mar-
ket principles. The fundamental concept is
that competitive markets should determine
private decisions about energy, supply de-
mand, price and trade. That way, Canada
can ensure its energy security and remain
responsive to change and challenges.

In this context, the government’s goals for
energy policy can be summarized as eco-
nomic growth, flexibility and diversity
within the energy economy, environmental
responsibility, and security of supply.

“ ‘

Energy issues are vital to Canada because

of the value of our energy trade and the con-
tribution of the energy sector to our overall
economic performance. Canada is an import-
ant producer and net exporter of nearly all
forms of energy. The total value of Cana-
dian energy exports increased by 20.2 per
cent in 1990, from $13.1 to $15.7 billion.

Energy exports in 1990 accounted for al-
most 11 per cent of Canada’s total merchan-
dise exports. In comparison, transportation
equipment industries accounted for approxi-
mately 28 per cent and wood and paper in-
dustries for 15 per cent of total merchandise
exports.

Several major trade and issues influence en-
ergy policy. These include

+ stronger competition due to progressive
reduction in trade barriers;

» the re-emergence of energy security
concerns in light of the Persian Gulf
crisis and increased global energy de-
mands; and

» continued concern about the impact of
energy production and consumption on
the environment, and the development
of abatement strategies and interna-
tional agreements to mitigate these ef-
fects.

In June 1991, energy ministers from each of
" the member states of the International En-
ergy Agency discussed issues expected to in-
fluence the energy sector in the 1990s.

These included

< energy security, in>response to poten-
tial supply disruptions and increased
global demands;

« energy and the environment;

« the role of nuclear power in relation to
security and environmental concems;
and

- increasing globalization of energy mar-
kets and relations with countries that
are not members of the agency.

Recent events in the Persian Gulf focussed
concern on energy security and demon-
strated how all countries can be affected by
international events as a result of the integra-
tion of global energy markets. When the
Gulf War broke out in January 1991, the In-
ternational Energy Agency set in motion a
plan allowing each member to implement
voluntarily a variety of responses to supply
disruptions.

The plan’s flexibility permitted governments
to respond quickly and effectively. A will-
ingness to act together helped calm markets
and prevented more serious economic conse-
quences.

At their June meeting, energy ministers also
discussed the increasing influence of coun-
tries that are not members of the Organiza-
tion for Economic Co-operation and Devel-
opment. Non-OECD countries now account
for roughly 50 per cent of world energy de-
mand, and this is expected to increase
through the next decade.

Since Canada’s interests in both energy secu-
rity and the environment will be fundamen-
tally affected by these developments outside
the OECD, we and our OECD partners will
have to learn more about energy trends in
other parts of the world, and forge links in
other regions. Fortunately, the changing po-
litical landscape is providing opportunities
for more contact with non-OECD countries
in Eastern and Central Europe, the Middle
East, and Asia and the Pacific.
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Integrating of environmental considerations
into energy policy and assessing the im-
plications are issues that Canada is pursuing
both domestically and in collaboration with
intemational partners. Policies that diminish
the harmful consequences of energy produc-
tion and use are essential. The challenge
will be to do this without compromising the
primary objective of the energy sector: se-
cure and economic supply.
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The government is also preparing a program
on energy efficiency and alternative energy.
Options for severely limiting greenhouse gas
emissions include increasing energy effi-
ciency, encouraging conservation, and using
energy wisely.

Apart from short-term improvements in en-
ergy efficiency, Canada’s promotion of alter-
native energy sources, including nuclear
power, will help reduce greenhouse gas
emissions and will diversify energy supply.




NARCOTICS

The serious problems associated with drug
abuse and the international traffic in illicit
drugs, both in terms of supply and demand,
continue to be the subject of international at-
tention. Unfortunately, Canada is both a
consuming country and a transit point for
drugs heading for other countries.

Since 1987, much of Canada’s effort to
fight drugs has been coordinated under the
National Drug Strategy — a comprehensive
operation encompassing treatment and reha-
bilitation, education and prevention, enforce-
ment and control, international co-operation,
information and research.

Designed to meet uniquely Canadian needs,
the National Drug Strategy brings together
resources at all levels of government and
the private sector to tackle a host of interre-
lated problems. In particular, it identifies re-
duction of domestic demand as the single
most important way to eliminate the drug
trade.

As part of the overall strategy, in 1988 Can-
ada adopted legislation designed to seize the
proceeds of crime and to attack the problem
of money laundering (the legitimization of
the proceeds of crime). New legislation, en-
hancing record keeping by financial institu-
tions, will be introduced at this session of
Parliament.

But it is clear that Canada cannot solve its
drug problem in isolation. Federal depart-
ments and agencies have been active in inter-
national efforts ranging from training and co-
operative arrangements with other law
enforcement agencies to providing equip-
ment to countries with special requirements.

Canada is also extending its legal co-opera-
tion with other countries. Along with many
of the summit participants, Canada is part of
a growing network of mutual legal assis-
tance treaties. As well, Canada has strength-
ened the international legal framework with
several encompassing bilateral extradition
treaties.

The narcotics issue has been raised at suc-
cessive summits since the 1988 Toronto Eco-
nomic Summit acknowledged the need to

counter the illicit drug problem, including
the financing of the drug trade and money
laundering. Further encouragement was
given to the international co-operative drug
effort at both the 1989 Paris Economic Sum-
mit and the 1990 Houston Economic Sum-
mit. The annual economic summits have, in
‘fact, become catalysts in promoting action
on urgent issues.

The 1989 Paris Summit authorized a finan-
cial action task force to assess the results of
co-operative measures on the problem of
money laundering, and to consider addi-
tional measures. The task force tabled its
report at the 1990 Houston Summit with
guidelines showing how individual states
can assist. Record keeping was one such
guideline.

Leaders at the Houston Summit accepted the
report and since then countries have fo-
cussed attention on implementing the guide-
lines. At London, leaders are expected to
note the progress and endorse the idea of
placing future work within an existing multi-
lateral institution.

The 1990 Houston Summit established a
chemical action task force to study proposed
procedures to ensure that precursor and es-
sential chemicals are not diverted to the
manufacture of illicit drugs. Synthetic drug
production relies on precursor chemicals that
become part of the resulting product. On the
other hand, the production of heroine and co-
caine relies, for processing and refining, on
essential chemicals that do not become an
integral part of the end product.

The chemical action task force was to ad-
dress the problems as they concerned the
production of cocaine, heroine and synthetic
drugs. It will table a report with recommen-
dations to improve national and intemational
chemical control regimes, particularly the
United Nations Convention Against Illicit
Traffic in Narcotic Drugs and Psychotropic
Substances.

All summit countries have now ratified the
convention, along with 30 other countries
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Canada strongly recommends that all coun-
tries ratify this convention, which could be-
come a major weapon in the international
fight against drugs.

The Houston Summit called for an informal
narcotics consultative arrangement among
major donor countries. This new mecha-
nism, called the Dublin Group, has met
twice in Brussels, with the European Com-
munity providing a secretariat.

Since the Houston Summit, Canada has sup-
ported and participated in restructuring
United Nations drug units to create an Inter-
national Drug Control Program situated in
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Vienna. The spring 1991 session of the
United Nations Commission on Narcotic
Drugs launched the program.

The first Pan-European Ministerial Confer-
ence on Co-operation on lIllicit Drug Abuse
Problems was held in Oslo in May 1991.
Canada welcomed the outcome as a con-
crete move to help the newly emerging de-
mocracies of Central and Eastern Europe to
stop their countries being used as an easy
route for drug flows to the West, and to
take action before their drug problem be-
comes more serious.



CANADA’S ECONOMIC
PERFORMANCE

From 1984 to 1989, Canada’s economy, led
by vigorous growth in domestic demand, ex-
panded faster than any other economy
among the group of seven major industrial
democracies (G-7 countries) — with the ex-
ception of Japan. Employment growth in
Canada, over this period, was the fastest in
the G-7.

By 1989, however, imbalances in the expan-
sion had become evident. The rapid growth
in consumer spending had driven household
debt levels and debt-servicing costs to near
record levels. The deterioration in household
balance sheets contributed to a weakening in
confidence.

The growth of demand had also pushed the
economy above its long-run capacity to pro-
duce goods and services. Inflationary pres-
sures emerged. The rate of inflation in 1989
rose to 5 per cent from 4 per cent the year
before and would have been even more had
not the Canadian dollar appreciated at the
same time. The 12-month inflation rate
peaked at 5.5 per cent in early 1990.

Labour markets also reflected increased infla-
tionary pressures. Wage increases in major
contract settlements increased from 4.4 per
cent in 1988 to 5.3 per cent in 1989 and to
5.8 per cent in 1990.

Intensifying inflationary pressures threatened
Canada’s international competitive position.
Canada’s inflation rate in prices and unit lab-
our costs in 1989 was third worst in the G-
7, and was significantly worse than the
United States, our principal trading partner.

Demand pressures and worsening relative-
cost performance in Canada contributed to a
deterioration in the current account to a re-
cord $16.7 billion deficit in 1989.

As a result of the inflationary pressures,
monetary conditions progressively tightened
from early 1988 until the spring of 1990.
From February 1988, the 90-day commercial
paper rate rose 548 basis points to peak at
14.03 per cent in May 1990. The differen-
tial with the corresponding rate in the
United  States widened to as much as 565
basis points in May 1990.

The large interest-rate differentials contrib-
uted to the strength of the Canadian dollar.
From early 1988 to May 1990, the Cana-
dian dollar increased in value from approxi-
mately US$0.78 to just under US$0.86. The
strong Canadian dollar, combined with ris-
ing intemal costs, led to a deterioration in
corporate profits and a weakening of corpo-
rate balance sheets.

By the second quarter of 1990, tight mone-

" tary conditions and imbalances in the expan-

sion led to a recession that lasted through
the rest of the year and into 1991. One year
into the recession, real gross domestic prod-
uct (at factor cost) has fallen 3.1 per cent,
compared with 4.7 per cent at the same
point in the 1981-82 recession.

The interest-sensitive components of domes-
tic demand have been most seriously af-
fected. Residential investment has fallen
15.6 per cent in real terms since the start of
the recession. Spending on consumer dura-
bles has fallen 4.5 per cent, while business
non-residential investment has declined 5.2
per cent. At the same time, a recession in
the U.S. economy has reduced the demand
for Canadian exports. The unemployment
rate rose from a low of 7.2 per cent to 10.3
per cent in May 1991.

The easing in demand pressures caused by
the recession has led to a reduction in infla-
tionary pressures, although this reduction
has been masked by the introduction of the
Goods and Services Tax in January and
other indirect tax increases.

The year-over-year increase in the consumer
price index declined slightly to 6.2 per cent
in May from 6.3 per cent in March and
April. However, the year-over-year rate does
not capture the substantial slowdown in infla-
tion in recent months. Over the past three
months, the annual rate of inflation has been
just over 3 per cent.

Wage pressures have also begun to dimin-
ish. Private sector wage settlements have
fallen to the 5 per cent range in the first
four months of the year, from 6.5 per cent
in the third quarter of 1990. Public sector
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settlements fell to 3.1 per cent in April, re-
flecting wage guidelines adopted by the fed-
eral and seven provincial governments.

In turn, monetary conditions have eased.
Since their May 1990 peak, short-term inter-
est rates have fallen over 500 basis points to
their lowest level since April 1988. The dif-
ferential with U.S. short-term interest rates
has narrowed to just under 250 basis points.
Despite the narrowing of this differential,
however, the Canadian dollar has remained
strong against its U.S. counterpart, trading
around US$0.87.

The February 1991 budget called for a re-
covery to begin in the second half of 1991
in response to lower interest rates and a re-
covery in the U.S. economy. The early signs
of the expected recovery have appeared.

Employment, which provides a comprehens-
ive indication of the state of the economy,
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stabilized in March and increased strongly
in April and May. Gains in employment of
this strength and duration have typically
been associated with gains in output. In-
deed, manufacturing shipments rose for the
second consecutive month in April.

The gains in employment confirm indica-
tions of the strengthening in demand caused
by lower interest rates. Housing sales, which
began increasing in February, increased 65
per cent in May and were higher than at
any time in the 1980s. Housing construction
responded to this increased demand, increas-
ing 31 per cent in April and a further 16
per cent in May.

The rebound in housing has prompted a re-
covery in sales of related goods — fumniture
and appliances. In addition, automobile sales
increased sharply in April and continued to
increase in May.




STATISTICAL SUMMARY

by Country
Canada U.S. Japén FR.G.! UK. France Italy

GNP/GDP 1989 3.0 25 4.7 3.8 1.8 3.7 3.2
(percentage change) 1990 09 1.0 5.6 45 0.6 2.8 1.9

19912 11 02 36 28 21 21 1.7
Employment 1989 2.0 2.0 1.9 1.4 3.1 12 =05
(percentage change) 1990 0.7 0.6 2.0 25 1.3 1.1 14
CP! inflation 1989 5.0 4.8 23 28 7.8 35 .63
(per cent) 1990 4.8 5.3 3.1 2.7 9.5 34 6.5

1991 5.6 49 4.0 35 6.0 3.2 6.2
Change: 1989 to 1990 -02 +05 +08 -01 417 -01 +0.2
(per cent)
Unemployment rate 1989 7.5 5.3 23 71 6.2 12.0
(per cent) 1990 8.1

9.5
5.5 2.1 6.4 6.0- 9.0 11.0
-4.3

Current account balance 1989 -14.1 —110.0 572 553 -326 .3 -10.5
(billions of U.S. dollars) 1990 -13.7 -993 357 445 -228 -75 -157
1991 -10.2 -37.8 420 98 -156 -6.8 -17.5

Change: 1989 to 1990 +04 +107 -215 -108 +98 -32 -52
(billions of U.S. dollars)

ODA 1987 047 020 031 039 028 051 0.35
(per cent of GNP/GDP)® 1988 050 021 032 039 032 050 039
‘ 1989 044 015 032 041 031 054 042

Change: 1988 to 1989 - — none + - + +
Central government 1985 -66 -49 -37 -12 23 -33 -138
fiscal balance 1986 47 49 -32 12 -21 28 -~12.3
(percentage of 1987 39 -35 22 14 -1 23 -116
GNP/GDP 1988 -35 29 13 -7 1.1 2.0 -115

1989 -35 -26 -11 09 1.2 =16 -11.2
190 -35 30 -10 -18 -04 -14 -108
1991 385 35 -0 25 -3 -1.3 -103

Change in fiscal +3.1 +19 27 06 +19 +19 +3.0
balance 1985 to 1990
(per cent of GNP/GDP)

Savings ratio 1989 11.0 47 150 125 6.7 123 139
1990 108 46 150 13.0 76 124 142
1991 10.4 46 149 124 78 122 137

Central government 1988 20.8 136 159 76 5.2 7.1 18.9
net debt interest 1989 2341 145 na 4.2 na na 208
payments 1990 239 147 na na na na na
(as a percentage 1991 23.4 157 na na na na na

of total expenditure)

Sources: Department of Finance Canada; IMF World Economic Outlook, April 1991; OECD Economic
Outlook 48, December 1990.

Note: na means “not available.”

'Current account data exclude the German Democratic Republic for the first half of 1990, and include

the united Germany for the second half of 1990. Central government fiscal balance and central

government net debt interest payments data refer to all of Germany (national accounts basis) for 1990

and 1991. All other data exclude the German Democratic Republic.

2Projections for 1991 are from the OECD and IMF documents cited.

®0fficial development aid data for France exclude Departement d'Outre-Mer—Territoires d"Outre-Mer

expenditures.
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COMPARATIVE
ECONOMIC CHARTS

CHART 1
CANADIAN DOLLAR MOVEMENTS
AGAINST G-7 CURRENCIES

After appreciating steadily since early 1986,
the Canadian dollar remained relatively
constant against the U.S. dollar through most
of 1990. The Canadian dollar began the year at
US$0.8647 and ended at US$0.8621. In 1991,
it strengthened further, trading near US$0.87.

In 1990, the Canadian dollar declined against
the currencies of the overseas members of the
group of seven (G-7) major industrial
democracies (the summit countries). It ended
the year down 7 per cent against the Japanese
yen, 14 per cent against the F.R.G. deutsche
mark and 17 per cent against the U.X. pound.
Since the fourth quarter of 1990, however, the
Canadian dollar has rebounded sharply against
the European G-7 currencies and has risen
moderately against the yen.

CHART 2
U.S. DOLLAR MOVEMENTS
AGAINST G-7 CURRENCIES

In the second half of 1990, the U.S. dollar
weakened against the currencies of the group
of seven (G-7) major industrial democracies
(the summit countries). The dollar was
particularly weak vis-a-vis the F.R.G. deutsche
mark and to a lesser extent against the
Japanese yen, reflecting a widening of interest
rate differentials in favour of foreign financial
assets. In early February 1991, the dollar hit
arecord post-World War I low of 1.4425
deutsche marks. :

Since then the dollar has staged a sharp
rebound against most G-7 currencies. Its
renewed strength reflects a number of factors.
The U.S. economy is perceived to be on the
verge of recovery, while the major European
economies and Japan are experiencing more
sluggish growth. Expectations of renewed U.S.
growth have led to a greater demand for U.S.
dollars. In addition, lower trade and current
account deficits in the U.S. have also helped
bolster the dollar.
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UNITED KINGDOM

Prime Minister John Major

John Major was born in 1943 and educated
at Rutlish Grammar School. He was an exec-
utive with Standard Chartered Bank from
1965 to 1979 and is an associate of the Insti-
tute of Bankers. From 1968 to 1971 he
served on Lambeth Borough Council.

Before his election to Parliament as member
for Huntingdonshire in 1979, Mr. Major con-
tested Camden (St. Pancras) in February and
October 1974. Since the general election of
1983 and following constituency boundary
changes, he has sat for Huntingdon.

From 1981 to 1983, Mr. Major was parlia-
mentary private secretary to the minister of
state at the home office. He became an assis-
tant govemment whip in 1983, and was next
appointed a lord commissioner of the trea-
sury (a senior government whip) in 1984.

In 1985 he was made parliamentary under-
secretary of state for social security at the
Department of Health and Social Security
and was promoted to minister of state for
social security and the disabled in 1986. He
remained in this post until his appointment
as chief secretary to the treasury following
the general election of June 1987.

Mr. Major was a member of the board of
Warden Housing Association from 1975 to
1983. He was a joint secretary of the Con-
servative back-bench environment committee
from 1979 to 1981; parliamentary consultant
to the Guild of Glass Engravers from 1979
to 1983; and president of the Eastern Area
Young Conservatives from 1983 to 1985.

John Major was secretary of state for for-
eign and commonwealth affairs from July
until October 1989, when he became chan-
cellor of the exchequer. He was elected Con-
servative leader on Nov. 27, 1990 and
became prime minister on Nov. 28.

As host in London, Mr. Major will attend
his first economic summit as prime minister.
He attended last year’s summit as chancellor
of the exchequer. He will be accompanied
by Foreign and Commonwealth Secretary
Douglas Hurd, and Chancellor of the Exche-
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quer Norman Lamont. Mr. Major’s personal
representative is Nigel Wicks, second perma-
nent treasury secretary.

Canada-U.K. Relations

Canada’s relations with the U.K. are close,
although they have changed considerably
over the years. British entry into the Euro-
pean Community and, on the Canadian side,
the development of the Free Trade Agree-
ment with the United States, the prospect of
free trade with Mexico, and the growing im-
portance of the Pacific Rim have influenced
the relationship. Extensive bilateral ex-
changes continue, and the two countries
share experience on many subjects.

Canada’s commercial relationship with the
U.K. is, by almost every measure, the most
extensive Canada has in Europe. The UK.
is Canada’s third-largest trading partner,
after the U.S. and Japan. Two-way merchan-
dise trade with the U.K. increased from $8
billion in 1989 to $8.2 billion in 1990. Al-
though the U.K. enjoyed a trade surplus of
$1.5 billion, due largely to North Sea oil
exports to Canada, Canadian value-added
exports of manufactured products increased.
They form the second-largest export group-
ing, after wood and wood articles.

The U.K. is the first, and frequently most
successful, point of entry to the European
Common market for many Canadian produc-
ers of manufactured and consumer goods.
Ready markets exist for globally competitive
offerings in the deregulated telecommunica-
tions market, informatics, aerospace and
ground transportation sectors, as well as the
recently privatized energy sector.

The U.K. remains the second-largest foreign
investor in Canada, with holdings exceeding
$16 billion. Canada ranks fourth as a desti-
nation for U.K. investment and over 650
British firms have subsidiaries in Canada.
Some 250 Canadian firms operate in the
U.K., including all major Canadian banks
and security firms, several insurance and
trust companies, and dozens of legal, ac-
counting, consulting and service firms.




FRANCE

President
Francois Mitterrand

President Frangois Mitterrand was born in
Jamnac on Oct. 26, 1916. At the time of the
liberation, Mr. Mitterrand founded the
Union démocratique et socialiste de la
Résistance, a small centrist party. He went
on to play an active part in the political life
of the fourth republic (1946-1958), in which
he was a member of 11 successive govern-
ments.

During the de Gaulle presidency (1958-
1969), when the opposition was divided,
Mr. Mitterrand strove to rally the non-com-
munist left. He ran against de Gaulle in the
1965 presidential election and obtained 45
per cent of the vote. After uniting several
left-wing parties, Mr. Mitterrand was elected
first secretary of the Socialist Party in 1971.
Following a narrow defeat in the presiden-
tial election of 1974, he was elected presi-
dent in May 1981.

President Mitterrand ruled from 1981 to
1986 with a socialist government, but had to
share power, or “cohabit,” with a govern-
ment of the right, led by Prime Minister
Chirac, from 1986 to 1988.

As a result of his reelection in May 1988,
and the latest legislative elections in June
1988, President Mitterrand has recovered

full presidential authority.

This will be Mr. Mitterrand’s 11th eco-
nomic summit. He will be accompanied by
Roland Dumas, minister of state and minis-
ter of foreign affairs, and by Pierre
Bérégovoy, minister of state and minister of
the economy, finance and the budget. Mr.
Mitterrand’s personal representative and spe-
cial adviser is Anne Lauvergeon.

Canada-France Relations

Relations between Canada and France im-
proved considerably during the 1980s. This
enabled Canada to assume joint leadership
of the francophone summits in Paris in
1986, Québec in 1987 and Dakar in 1989.

Canada—France relations were also enhanced
by a series of high-level visits beginning in
1986. President Mitterrand paid four visits

to Canada, including the first state visit by a
French president to Canada in 20 years. Con-
versely, Jeanne Sauvé paid the first state
visit to France by a Canadian governor gen-

- eral. Prime Minister Mulroney has travelled

to France for an official visit, three working
trips and two summits (the francophone and
the economic).

Bilateral trade between France and Canada
amounted to close to $3.7 billion in 1990.
France’s share ($2.4 billion) increased by 20
per cent, due largely to the resumption of
airbus aircraft deliveries to Canadian carri-
ers. Canada’s portion, at $1.3 billion, main-
tains our trading position.

Investment opportunities, technological part-
nerships and acquisition of financial services
reflect the present goals and trends of our
close trade links with France.

Strong French interests in Canada are dem-

. onstrated particularly in the insurance sector

and through the planned acquisition of De
Havilland. In the Canadian industrial sector,
Bombardier, Cascades Paper, Northern
Telecom and a few other large entities are
achieving a good measure of commercial
success abroad through their French subsidi-

" aries, either acquired (AFN by Bombardier)

or new operations (Northern Telecom plant
built in Verdun).

Strong leads in the early '90s for expanded
trade in biotechnology, computer services,
cable and communications, environmental
protection, and industrial textiles are being
pursued by Canadian companies in, or by
way of, France to the European market.

The audio-visual sector is a dynamic area of
relations between Canada and France. Since
1983, the two have signed several film and
television production agreements, including
joint projects surpassing $200 million. Can-
ada and France are also partners in TVS5,
the international francophone channel, one
of the tangible by-products of the franco-
phone summits.
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UNITED STATES

President George Bush

George Bush was born June 12, 1924 in Mil-
ton, Massachusetts. Following World War
II, in which he fought as a navy pilot in the
Pacific, Mr. Bush entered Yale University.
Upon completing his degree in economics in
1948, he moved to Texas where he joined
the oil industry. A successful businessman,
he was co-founder of three firms: Bush-
Overbey Oil in 1951, Zapata Petroleum Cor-
poration in 1953, and Zapata Offshore Com-
pany in 1954.

George Bush began his public career in
1966 when he was elected from the Texas
7th district to the U.S. house of representa-
tives. In December 1970, he was appointed
ambassador to the United Nations, a posi-
tion he held for two years. From January
1973 to September 1974, he was chairman
of the Republican National Committee. In
October 1974, he went to Beijing to serve
as chief of the U.S. liaison office in the
People’s Republic of China. From 1976 to
1977, he was director of the Central Intelli-
gence Agency.

Selected as Ronald Reagan’s running mate
in the November 1980 presidential election,
George Bush served two terms as vice-presi
dent of the United States. On Jan. 20, 1989,
he was sworn in as 41st president of the
United States.

Mr. Bush will be attending his third Eco-
nomic Summit. He will be accompanied by
Secretary of State James Baker, and Trea-
sury Secretary Nicholas Brady. President
Bush’s personal representative is Robert
Zoellick, counsellor of the State Department.

Canada-U.S. Relations

Canada and the U.S. are partners in the larg-
est bilateral trading relationship in the

world, allies in the defence of North Amer-
ica and Europe, and share a common respon-
sibility for the preservation of the North
American environment.

Canada and the U.S. are each other’s most
important customer. In 1990 total two-way
trade in goods and services was C$257.1 bil-
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lion, with the U.S. having a slight surplus
(C$230 million, or .09 per cent of the total
value of bilateral trade). Overall, the U.S. ab-
sorbs 76 per cent of Canadian exports.
About 69 per cent of Canadian imports

come from the U.S. market. Non-merchan-
dise trade, including tourism, services, invest-
ment income and transfers,.is a significant
element of the full bilateral economic rela-
tionship.

Canada is by far the largest single customer
for U.S. sales abroad, accounting for 21 per
cent of all U.S. exports. Canada buys more
U.S. products than Germany, the UK.,
France and Italy combined; Ontario alone
buys more U.S. goods than all of Japan. Ac-
cording to the U.S. Department of Com-
merce, over two million manufacturing jobs
in the U.S. rely on Canadian imports.

The U.S. is the largest foreign investor in
Canada, accounting for USS$68 billion or
almost 70 per cent of the stock of foreign di-
rect investment in Canada. Reinvested earn-
ings of Canadian affiliates continue to be

the major source of U.S. direct investment

in Canada.

The stock of Canadian direct investment in
the U.S. is also significant, amounting to
US$32 billion. Canada thus ranks as the
fourth-largest foreign investor (8 per cent)
in the U.S., after the U.K. (30 per cent),
Japan (17.5 per cent) and the Netherlands
(15 per cent). In 1989, Canada was third in
both number and value of investment trans-
actions in the U.S.

The Free Trade Agreement has been in ef-
fect for over two years. Implementation is
proceeding well as part of a 10-year phase-
in that will eventually eliminate all bilateral
tariffs and most other border restrictions. It
is an important step in assisting continued
competitive growth in the Canadian and
U.S. economies, and encouraging the steady
development of the bilateral trading relation-
ship in a manner that serves the best inter-
ests of both countries.

The announcement in February 1991, by
Prime Minister Mulroney, President Bush
and President Salinas that Canada, the U.S.




and Mexico had agreed to pursue negotia-
tions aimed at creating a North American
free trade agreement builds on this import-
ant economic liberalization.

In the field of environmental relations, Can-
ada and the U.S. have made significant prog-
ress in overcoming and resolving difficult
problems of transboundary water pollution
and wildlife management. In particular, a bi-
lateral air quality accord (AQA) was success-
fully achieved on March 13, 1991, and the
bill amending the U.S. Clean Air Act (in-
cluding a 10-million tonne reduction in SO,
emissions by the year 2000) was signed by
the president in November 1990.

Co-operation for the defence and security of
North America is a continuing priority in
Canada-U.S. relations. The renewal of the
North American Air Defence Command
(NORAD) agreement in April 1991 is the
most recent manifestation of this important
aspect of our bilateral relationship.

Overall management of the relationship is
provided through frequent meetings between
the prime minister and the president and be-
tween Canadian ministers and their U.S.
counterparts. High-level consultations with
the Bush administration remain vital to the
conduct of effective relations. Prime Minis-
ter Mulroney and President Bush have met
11 times since the latter’s inauguration in
January 1989.
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FEDERAL REPUBLIC
OF GERMANY

Chancellor Helmut Kohl

Helmut Kohl was bom on April 3, 1930, in
Ludwigshafen, Rhineland-Palatinate. He stud-
ied law, sociology, political science and his-
tory at the universities of Frankfurt and Hei-
delberg and received his doctorate in 1958.

Dr. Kohl joined the Christian Democratic
Union (CDU) in 1947 and by 1955 had be-
come a member of the party executive for
his home state of Rhineland-Palatinate. In
1959, Dr. Kohl was elected to the state as-
sembly and between 1969 and 1976 served
as state minister president (premier). He has
been a member of the Bundestag (federal
lower house) in Bonn since 1976, the same
year he was the CDU candidate for chancel-
lor and chairman of his party’s Bundestag
caucus.

Dr. Kohl became chancellor in October
1982. His centre-right coalition govemment
of the CDU, the Christian Social Union
(CSU) and moderate Free Democratic Party
(FDP) was reelected for a third consecutive
mandate in December 1990. His central pre-
occupation following the elections has re-
mained the issue of German unification.

Chancellor Kohl made his first official visit
to Canada in June 1988.

London will be Chancellor Kohl’s ninth Eco-
nomic Summit.

He will be accompanied by the minister of
foreign affairs and deputy chancellor, Hans-
Dietrich Genseher; the minister of finance,
Dr. Theodor Waigel; and the minister of eco-
nomics, Juergen W. Mollemann. Chancellor
Koh!’s personal representative is Dr. Horst
Kéhler, state secretary in the Ministry of Fi-
nance.
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Canada-F.R.G. Relations

Relations between Canada and the F.R.G.
are intensive and diversified. The F.R.G. is
one of Canada’s most important defence
partners, the third-largest source of foreign
direct investment (after the U.S. and the
U.K.), the fourth-largest trading partner
(after the U.S., Japan and the U.K.), and the
most important Westem European partner in
science and technology.

Co-operation within the North Atlantic
Treaty Organization (NATO) has created a
close relationship through the commitment
of Canadian troops in Germany and the
training of German soldiers and airmen in
Canada.

Canada wishes to develop further its bilat-
eral contacts with the F.R.G., which plays a
central role in European integration. Conse-
quently, high-level visits at the federal and
provincial levels have increased, as have
trade missions and parliamentary exchanges,
which have reinforced institutional ties and
our technical co-operation.

Two-way trade has grown dramatically over
the past decade to the level of $6 billion in
1990. The F.R.G. has consistently enjoyed a
trade surplus with Canada (which last year
amounted to roughly $1.6 billion), while
Canada’s exports to the F.R.G. increased
last year by 16 per cent to $2.2 billion.

Particularly promising fields for further bilat-
eral co-operation and development are the
environment, high technology, manufactur-
ing, and the commercial prospects related to
German unification and new markets in Cen-
tral and Eastem Europe.
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JAPAN

Prime Minister
Toshiki Kaifu

Mr. Kaifu was bom on Jan. 2, 1931, in
Aichi Prefecture, about 300 kilometres west
of Tokyo. He studied law at Waseda Univer-
sity in Tokyo, where he was a member of
the oratory society. Mr. Kaifu graduated
from Waseda in 1954.

After serving as a political adviser, Mr.
Kaifu won his first election to the house of
representatives in 1960. He has served in
the diet for 10 consecutive terms.

In the early 1960s, Mr. Kaifu headed the stu-
dent subsection of the Liberal Democratic
Party (LDP). He is a member of the

Komoto faction within the LDP.

In 1966 Mr. Kaifu was named parliamentary
vice-minister of labour. He first entered the
cabinet in 1974, when Prime Minister Miki
appointed him deputy chief cabinet secre-

- tary. In 1976 he was appointed minister of

education in the Fukuda cabinet, and he re-
turned to that position in 1985 in the
Nakasone cabinet. On August 9, 1989, Mr.
Kaifu became prime minister.

London will be Mr. Kaifu’s second Eco-
nomic Summit as prime minister. He at-
tended the summits of 1975, 1976 and 1985
as a member of the Japanese delegation. In
London, Mr. Kaifu will be accompanied by
Foreign Minister Taro Nakayama, Finance
Minister Ryutaro Hashimoto, and Interna-
tional Trade and Industry Minister Eiichi
Nakao. His personal representative is Koji
Watanabe, deputy foreign minister.

Canada-Japan Relations

Japan is the Western world’s second-largest
economy and third-leading trading nation. It
is Canada’s most important single trading
partner after the U.S. In turn, Canada is
Japan’s eighth-largest trading partner, with
total two-way trade of $17.7 billion.

Canadian exports to Japan in 1990 were

$8.2 billion, concentrated in energy, for-
estry, mineral, agricultural and fisheries prod-
ucts. Exports of fully manufactured goods

are increasing. Imports in 1990 were $9.55
billion. Over one third of Canada’s imports
from Japan consist of motor vehicles and re-
lated equipment.

In 1990, cumulative direct Japanese invest-
ment in Canada had reached an estimated
$4.5 billion. Much of this investment is con-
centrated in the pulp and paper, automotive
and hotel sectors. Air links between the two
countries have expanded and in 1989 Japan-
ese tourist arrivals reached 480,000. Japan-
ese portfolio investment in Canada is about
$44 billion, with over one half held in the
form of Government of Canada bonds.

The importance and diversity of Canada—
Japan relations is underlined by the more
than 22 consultative mechanisms that pro-
vide official fora for discussion. These have
helped expand bilateral relations in eco-
nomic, cultural and political areas.

Canada and Japan show a mutual interest in
co-operation in high technology. A study on
complementarity in science and technology,
undertaken by the Canadian and Japanese
science councils, provided priorities for
strengthened co-operation in key sectors.

Canada—Japan relations are being given a
further boost through the launching of the
Pacific 2000 program under the govern-
ment’s Going Global trade strategy. Pacific
2000 involves a variety of initiatives to en-
able Canadians to meet the challenge of
Asia Pacific’s dynamic marketplace.

Some of the specific activities include sup-
port for trade development in key sectors,
co-operative projects in scientific research,
financial support for the development of lan-
guage-training facilities, and enhanced com-
munications packages designed to raise
Canada’s profile as a Pacific nation.

Prime Minister Brian Mulroney’s extended
official visit to Japan in May 1991 rein-
forced the warm personal relationship with
Prime Minister Kaifu and helped strengthen
ties. This visit marked the fourth meeting be-
tween the two prime ministers and was
Prime Minister Mulroney’s second official
trip to Japan.
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ITALY

Prime Minister
Giulio Andreotti

Giulio Andreotti was born on Jan. 14, 1919,
in Rome. He is a lawyer, writer and journal-
ist and has been prime minister of Italy on
six previous occasions.

Mr. Andreotti was one of the founders and
editors of the Italian daily newspaper Il Pop-
olo. He helped found the Christian Demo-
cratic Party and is a member of its execu-
tive. He was elected to the national council
of the Christian Democratic Party in 1946,
and has been elected to the chamber of dep-
uties for the constituency of Rome-Lazio in
every election since 1948.

From 1948 to 1954, Mr. Andreotti was
under-secretary of state to the prime minis-
ter. He has served as minister of most major
portfolios in the Italian government, includ-
ing foreign affairs, finance, industry, de-
fence, the interior, and the treasury. In

1983, he was appointed minister of foreign
affairs by Prime Minister Craxi and was re-
turned to that position by Prime Minister De
Mita in 1988. In July 1989 and again in
April 1991, Mr. Andreotti was appointed
president of the council (prime minister).

In London, Mr. Andreotti will attend the
Economic Summit for the second time as
head of government. He will be accompa-
nied by the Italian Foreign Minister, Gianm
de Michelis, and the Minister of the Trea-
sury, Guido Carli. His personal representa-
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tive is Umberto Vattani, diplomatic adviser
to the prime minister.

Canada-Italy Relations

Bilateral contacts with Italy have intensified
in recent years in recognition of the grow-
ing importance of Italy as a major economic
power. The Italian-Canadian community of
about one million provides the foundation
for Canada’s vigorous relationship with
Italy. Two-way trade increased from $3.1 bil-
lion in 1989 to $3.26 billion in 1990. Cana-
dian exports to Italy increased by 18 per
cent in 1990, reaching $1.3 billion. Cana-
dian imports from Italy decreased slightly
from just over $2 billion in 1989 to just
under $1.95 billion in 1990.

To strengthen and diversify co-operation be-
tween Canada and Italy, particularly to de-
velop trade and investment, the two govern-
ments concluded an economic and industrial
co-operation agreement on Aug. 1, 1988.
Several important trade and industrial mis-
sions to Italy have taken place since then.

In January 1989, John Crosbie, Canada’s for-
mer minister of international trade, led a
business delegation to Italy. Renato
Ruggiero, Italy’s former minister for foreign
trade, visited Canada in September 1990. In
October 1990, a delegation of the Federa-
tion of Italian Industrial Associations (CON-
FINDUSTRIA) met with Canadian industrial-
ists in Ottawa.



EUROPEAN
COMMUNITY

President of the
Commission
Jacques Delors

Jacques Delors was born in 1925 and is a
French national. Before he became president
of the Commission of the European Commu-
nities in January 1985, Mr. Delors was a
banker, public servant, academic and politi-
cian. From 1982 to 1984 he was the French
minister of the economy and finance.

As president of the commission, Mr. Delors
strongly favours reform and renewal of the
European Community (EC). His presidency
has been marked by initiatives such as the
Europe 1992 program, which aims to elimi-
nate all existing internal barriers to the circu-
lation of goods, services, persons and capital
by the end of 1992. Mr. Delors has also
maintained a strong interest in monetary af-
fairs, advocating greater central co-ordina-

. tion within the EC in support of the Europe
1992 program.

Mr. Delors will be accompanied by Frans
Andriessen, vice-president of the commis-
sion; Ruud Lubbers, prime minister of the
Netherlands and president of the European
Council; and Hans van den Broek, foreign
minister of the Netherlands and president of
the European Community Foreign Affairs
Council. Mr. Delors’ personal representative
is Pascal Lamy, chef de cabinet.

The European Community

The European Community is a supranational
entity combining 12 member states in three
communities: the European Economic Com-
munity or Common Market, the European
Coal and Steel Community, and the Euro-
pean Atomic Energy Community. Together
they are known as the European Community
or EC. The current members are Fraﬁce,
Italy, the Federal Republic of Germany, the
U.K., Belgium, Denmark, the Netherlands,
Greece, Ireland, Spain, Portugal and Luxem-
bourg. They have yielded important sover-
eign powers to the EC, in particular, control
of foreign and domestic trade, agriculture
and fisheries.

The two governing bodies most involved in
the operation of the EC are the Commission
of the European Communities, which is the
executive body, and the European Council,
composed of ministers of the member states.

The commission consists of outstanding citi-
zens from the various member states. A
number have served previously as ministers
in their national governments, but their alle-
giance upon joining the commission belongs
to the EC. The council, moreover, represents
the member states. The presidency of the
council changes every six months; presently
it is occupied by the Netherlands.

While the commission has the exclusive
right to prepare EC policies and legislation,
it can only act under the authority transmit-
ted by the founding treaties or by a council
vote. The latter body has also retained con- -
trol of European political co-operation, the
mechanism whereby a European foreign pol-
icy is developed and applied.

Canada-EC Relations

Taken as a whole, the EC is our second-
largest trading partner. With bilateral trade
at $26.7 billion in 1990, Canadian exports
to the EC increased by 2.6 per cent, to
reach $11.8 billion. During the previous
three years, exports increased at an average
annual rate of over 9 per cent. Meanwhile,
Canadian imports in 1990 were $14.9 bil-
lion, up 2.8 per cent from 1989.

In 1989, Canadian exports to the EC in the
services sector totalled $3.4 billion, while
payments grew to $5 billion, for a deficit of
$1.6 billion on the services account. Tour-
ists from the EC represent by far our largest
foreign market, generating more than $1 bil-
lion yearly.

In 1990, foreign direct investment in Can-
ada by the EC was estimated at $30 billion,
increasing annually an average of 13.7 per
cent over the last five years. Canadian in-
vestment in the EC in 1990 was estimated
at $18 billion, an increase of $3 billion
from 1989. Canadian investment in the EC
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has increased at an average annual rate of
21.9 per cent since 1986.

Canada-EC bilateral relations are develop-
ing in other directions as well. Under a
1976 framework agreement, Canada is ex-
panding its industrial, scientific and techno-
logical co-operation programs, which are
yielding excellent results.
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In November 1990, Canada and the EC
signed the Trans Atlantic Declaration which
provides for regular, high-level consultations
and co-operation on a wide range of bilat-
eral and intemational issues. Mr. Delors and
the prime minister of Luxembourg (then
holding the presidency of the council) vis-
ited Ottawa in April 1991, for the first meet-
ing with Prime Minister Mulroney under the
declaration.



INTERNATIONAL

ECONOMIC ORGANIZATIONS

AND INSTITUTIONS

African Development Bank
Group

The African Development Bank Group,
founded in 1964, is headquartered in
Abidjan, Céte d’Ivoire. The group has 75
members, of which 51 are from the region.
Canada became a member of the bank in
1982, when non-regional membership was
first allowed. Nevertheless, we played a
major role in the creation of the conces-
sional African Development Fund in 1972.

The group’s main function is to promote the
economic and social development of its re-
gional member countries, and to stimulate
intra-African commerce. Total lending of
the bank in 1990 totalled US$1,987 million.
Canada is the fourth-largest non-regional
shareholder of the bank, and ranks third, on
a cumulative basis, in the fund.

Asian Development Bank

Headquartered in Manila, Philippines, the
Asian Development Bank was founded in
1966 and has 51 member countries (35 from
the Asia-Pacific Region). The principal func-
tion of the Asian Development Bank, and
the concessional Asian Development Fund,
is to promote the economic and social devel-
" opment of Asia through project loans, eq-
uity investments and technical assistance.

Bank operations in 1990 totalled US$4 bil-
lion. Canada, the seventh-largest contributor

to the bank and the third-largest contributor

to the fund, is encouraging the bank to
strengthen its policy dialogue with the bor-
rowing member countries. -

Cairns Group

The Caimns Group of agricultural exporters
is a group of 13 countries (Argentina, Aus-
tralia, Brazil, Canada, Chile, Colombié,
Hungary, Indonesia, Malaysia, New Zea-
land, Philippines, Thailand and Uruguay)
whose common goal is to promote agricul-
tural trade reform.

The Cairns Group was named after Cairns,
Australia, the site of its first ministerial-

level meeting, held in August 1986. It is
credited with establishing far-reaching objec-
tives for agriculture in the Uruguay Round.

Caribbean Development
Bank (CDB)

The CDB plays an important role in financ-
ing economic development in the Caribbean,
with loan approvals of over US$110 million
in 1990. Canada is one of the largest contrib-
utors to the CDB, with 10.27 per cent of

the voting shares. On May 7, 1991, Canada
pledged US$20 million to the third replenish-
ment of the Special Development Fund of
the CDB. The CDB is according increased
priority to social issues, the environment,
women in development and sound economic
policies.

Conference on Security and
Cooperation in Europe
(CSCE)

The CSCE is the first truly Pan-European
and transatlantic political organization. Cre-
ated in 1975 by the Helsinki Final Act, it
links Canada, the U.S. and all 33 European
countries. '

The CSCE was initially a series of conferen-
ces dealing with the general principles gov-
erning relations among participating states.
These principles cover security matters, re-
spect for human rights and issues related to
political, economic, humanitarian, scientific,
technological and environmental co-opera-
tion.

On Nov. 21, 1990, the summit of heads of
state and of government of CSCE countries
institutionalized the process that began in
Helsinki in the Charter of Paris. A perma-
nent secretariat was established in Prague, a
conflict prevention centre in Vienna and an
office of free elections in Warsaw. A com-
mittee of senior officials and a council of
foreign ministers were also created.

The council met for the first time in Berlin
on June 19 and 20, 1991. Heads of state
and of government will also attend regular
CSCE follow-up meetings. The next one
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will be held in Helsinki in the spring of
1992

The foundations for a parliamentary assem-
bly were laid at a special meeting in Madrid
on April 3, 1991, which was attended by
parliamentarians from all CSCE countries.
The first session of this assembly will be
held in Budapest in July 1992.

European Bank for
Reconstruction and
Development (EBRD)

The EBRD, with headquarters in London,
was inaugurated in April 1991. The purpose
of the EBRD is to foster the transition to-
wards open market-oriented economies and
to promote private and entrepreneurial initia-
tive in Central and Eastern European coun-
tries committed to, and applying, the princi-
ples of multi-party democracy, pluralism
and market economics. Canada is a found-
ing member of the bank with a 3.4 per cent
share of its capital base. Deputy Prime Min-
ister and Finance Minister Donald
Mazankowski is the governor for Canada.

General Agreement on
Tariffs and Trade (GATT)

Since 1948, GATT has functioned as the
principal international body concerned with
liberalizing world trade, and negotiating the
reduction of trade restrictions and other mea-
sures which distort international trade. Cur-
rent GATT membership numbers 102 coun-
tries covering 90 per cent of world trade.
GATT provides clear, workable rules to gov-
ern international trade in goods, though cur-
rent negotiations under the Uruguay Round
aim to bring investment, services, intellec-
tual property, and trade in textiles and cloth-
ing under GATT disciplines.

One of the major functions of GATT is to
provide a framework for the resolution of in-
ternational trade disputes between govern-
ments. Where informal bilateral consulta-
tions fail, contracting parties may turn to the
GATT dispute settlement process to engage
in formal bilateral consultations. Ultimately,
if such consultations are unsuccessful in re-
solving bilateral differences, there is re-
course to a GATT panel.

The GATT Secretariat has its headquarters
at the United Nations in Geneva. The direc-
tor general is Arthur Dunkel (Switzerland).
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Group of Seven (G-7)

The Group of Seven finance ministers (G-7)
was created at the 1986 Tokyo Economic
Summit. It consists of the finance ministers
of the summit countries (Canada, U.S.,
UK., Federal Republic of Germany, France,
Italy and Japan), and was formed to en-
hance the surveillance and co-ordination of
international economic policies, with a view
to improving the economic performance of
member countries.

Since its inception, the G-7 has met regu-
larly, often with the participation of the man-
aging director of the IMF. At its Paris meet-
ing in 1987, the G-7 adopted the Louvre
Accord, expressing the commitment of the
members to intensified policy co-ordination
to promote more balanced economic growth
and to reduce existing fiscal and external im-
balances.

Group of 24 (G-24)

At the 1989 Paris Economic Summit, lead-
ers decided to extend economic assistance to
Poland and Hungary. They asked the Com-
mission of the European Communities to co-
ordinate this assistance. The commission re-
sponded by inviting the 24 member coun-
tries of the OECD to exchange information,
establish priorities and review progress. This
group, which meets in Brussels, calls itself
the G-24. Since January 1991, the G-24 has
also been extending co-ordinated economic
assistance to the Czech and Slovak Federal
Republic (C.S.F.R.), Bulgaria, Romania and
Yugoslavia.

Inter-American
Development Bank (IDB)

The IDB is an important source of develop-
ment finance and related technical assistance
for Latin America and the Caribbean, with
loan approvals of US$47 billion over the
last 30 years, including US$3.8 billion in
1990. Canada holds 4.39 per cent of the
total shares of the IDB. The IDB is expand-
ing its activities in the areas of poverty re-
duction, private enterprise development, the
environment and debt reduction.

International Development
Association (IDA)

The IDA is the concessional financing arm
of the World Bank. IDA loans are concen-



trated in the poorest developing countries
and are issued at no interest, with very long
grace and repayment periods. The IDA ob-
tains its funds mainly from the contributions
of its richer members. Replenishments are ar-
ranged every three years through negotia-
tions among the IDA’s donors. The ninth re-
plenishment, concluded in January 1990,
resulted in approximately US$15 billion
being committed to the IDA.

Canada, the seventh-largest contributor, com-
mitted US$829 million to the IDA replenish-

ment.

International Monetary Fund

The IMF was established in December .
1945. Its purpose is to promote international
monetary co-operation and, through enhanc-
ing the openness and stability of the interna-
tional payments system, to promote interna-
tional trade. The IMF makes financing
available to member countries in balance-of-
payments difficulties and assists them in im-
proving their economic management. It also
oversees the functioning of the international
monetary system.

The Interim Committee of the Board of Gov-
emors, established in 1974, usually meets
twice a year. It comprises 22 members repre-
senting the same countries or groups of
countries (“‘constituencies”) as those on the
executive board. The Development Commit-
tee (the Joint Ministerial Committee of the
Board of Govemors of the World Bank and
the IMF on the Transfer of Real Resources
to Developing Countries) was also set up in
1974 with a structure similar to that of the
Interim Committee. It reviews development
policy issues and financing requirements.

There are 155 member nations of the IMF,
including Canada. The IMF managing direc-
tor is Michel Camdessus (France). The gov-
emor for Canada is Finance Minister Don-
ald Mazankowski. Canada has a seat on the
executive board.

Organization for Economic
Co-operation and
Development (OECD)

The OECD was founded in 1961. It re-
placed the Organization for European Eco-
nomic Co-operation (OEEC), established in
1948 to co-ordinate European requests for as-

sistance under the Marshall Plan. Canada
was one of the founding member countries.

The OECD, which has its headquarters in
Paris, is the forum where representatives of
the governments of the industrialized democ-
racies share information on their domestic
economies and consult on approaches to in-
ternational economic issues. It also discusses
environmental issues, especially the link be-
tween environment and economy, as well as
a broad spectrum of social policies.

Reflecting the growing integration of the
world economy, the OECD has recently initi-
ated dialogue with a variety of non-member
countries, most notably the dynamic Asian
economies. (see DAEs in following chapter).
It has also initiated a comprehensive pro-
gram of technical assistance involving pub-
lic policy advice with the countries of Cen-
tral and Eastern Europe.

The OECD Council, comprising all 24 mem-
ber states, including Canada, meets once a
year at the ministerial level. The last ministe-
rial meeting took place June 4-5, 1991. The
secretary-general is Jean-Claude Paye
(France).

Paris Club

The Paris Club is an informal group of rep-
resentatives of official creditors who meet
under the chairmanship of the French Trea-
sury. They reschedule direct government
credits and government-guaranteed commer-
cial credits provided to other countries.
While the club has been in existence since
the 1950s, its meetings were irregular until
the onset of widespread debt-servicing diffi-
culties among developing countries in the
early 1980s. Since then, its meetings have
been monthly.

Standard Paris Club procedures involve
stretching out a country’s payment of princi-
pal — and in many cases, of interest —
over a period of 10 years. For the poorest
countries and more recently for lower-
middle-income countries, this period has
been extended to 15-20 years. In retumn, the
debtor country is required to adopt an IMF-
supported program of economic reform, in
order to improve its economic and financial
situation so that the country will be able to
service its external obligations,

54



United Nations Conference
on Environment and
Development (UNCED)

The United Nations Conference on Environ-
ment and Development will be held in Rio
de Janeiro from June 1-12, 1992. UNCED
is intended to be a successor to the Stock-
holm Conference on the Human Environ-
ment of 1972. It will bring together heads
of government and of state from all over
the world to discuss the integration of envi-
ronment and development strategies on a
global scale.

The secretary-general of the conference is a
Canadian, Maurice Strong, who was also the
secretary-general of the Stockholm confer-
ence. Strong has a 40-person secretariat
based in Geneva, to assist him in organizing
the conference and in preparing the neces-
sary analytic studies to focus discussion of
the issues.

The preparatory process for the conference
is managed by a preparatory committee of
the United Nations, under the chairmanship
of Ambassador Tommy Koh of Singapore.
Two more meetings of the preparatory com-
mittee will be held before the final confer-
ence — one in Geneva in August 1991 and
one in New York in March 1992.

United Nations Conference
on Trade and Development
(UNCTAD)

UNCTAD meets every four years at the min-
isterial level to consider international eco-
nomic questions that affect the development
plans and prospects of the developing coun-
tries. It has a permanent secretariat and a
number of bodies and committees that meet
on a regular basis in Geneva.
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UNCTAD VII, held in 1987, produced for
the first time an agreed assessment of the
world economic situation along with some
practical policy and work orientations for
the international community. UNCTAD VIII
will take place in Cartagena, Colombia from
Feb. 8-25, 1992.

Canada supports UNCTAD financially
through an annual assessed contribution to
the UN budget. In addition, Canada pro-
vides approximately $1.25 million per year
for trade development and promotion train-
ing projects implemented by the UNCTAD/
GATT International Trade Centre and
$5,000 annually for an UNCTAD project
for women. The secretary-general is Ken-
neth Dadzie (Ghana).

World Bank

The World Bank is a group of four institu-
tions: the International Bank for Reconstruc-
tion and Development (IBRD), established

in 1945; the International Development Asso-
ciation (IDA); the International Finance Cor-
poration (IFC); and a fourth institution, the
Multilateral Investment Guarantee Agency
(MIGA), launched officially on June 8§,

1988. The common objective of the four in-
stitutions is to help raise standards of living
in developing countries by channelling finan-
cial resources to those countries from devel-
oped countries.

There are 153 member nations of the IBRD,
including Canada. The president is Barber
Conable (U.S.) who will be succeeded in
September 1991 by Lewis T. Preston. Tradi-
tionally, the president of the IBRD comes
from the U.S., while the managing director
of the IMF comes from Europe. The gover-
nor for Canada is Donald Mazankowski, dep-
uty prime minister and minister of finance.
Canada is the sixth-largest contributor to the
IBRD, providing US$287 million in 1989-90.



GLOSSARY OF
ECONOMIC TERMS

Aid Quality

Aid quality refers to the effectiveness of de-
velopment assistance in promoting and sus-

taining economic and social development. It
is often measured by the terms of assistance
financing, whether the assistance is targeted
at the poorest countries and peoples, and by
the extent to which the assistance is not tied
to procurement in the donor country.

Balance of Payments

A tabulation of a country’s credit and debit
transactions with other countries and interna-
tional institutions. These transactions are di-
vided into two broad groups: current ac-
count and capital account.

Balance of Trade

A component of the balance of payments;
the surplus or deficit that results from the
difference between a country’s expenditures
on merchandise imports and receipts derived
from its merchandise exports.

Brady Plan

Named for the proposals made by U.S. Trea-
sury Secretary Nicholas Brady on March 10,
1989, the Brady Plan was initiated to
strengthen the debt strategy. The aim of the
Brady Plan is to reinforce incentives for sus-
tained adjustment by debtor countries and to
reduce the burden of commercial debt by en-
couraging commercial banks to negotiate, on
a case-by-case basis, refinancing packages
that include options for debt, debt service re-
duction and new credits. The International
Monetary Fund (IMF) and the World Bank
have agreed to make up to US$25 billion
available for such debt reduction operations,
and Japan is providing an additional $10 bil-
lion.

Capital Account

The pgrtion of a country’s balance of pay-
ments that records capital transactions, in-
cluding financial flows related to interna-
tional direct investment, investment in
government and private securities, interna-

tional bank transactions, and changes in offi-
cial gold holdings and foreign exchange re-
serves.

Common Agricultural
Policy (CAP)

A set of policies and devices by which mem-
ber states of the European Community (EC)
seek to merge their individual agricultural
programs into a unified effort to promote re-
gional agricultural development, fair and ris-
ing standards of living for the farm popula-
tion, stable agricultural markets, increased
agricultural productivity, and methods of
dealing with security of food supply

Contracting Party

A country which is a member of the Gen-
eral Agreement on Tariffs and Trade
(GATT).

Countervailing Duties
(CVD)

Additional duties imposed by an importing
country to offset government subsidies in an
exporting country, when subsidized imports
cause or threaten to cause material injury to
a domestic industry in the importing country.

Current Account

The portion of a country’s balance of pay-
ments that records visible trade (exports and
imports), invisible trade (income and expen-
ditures for services), profits earned from for-
eign operations, interest and transfer pay-
ments.

Current Account Imbalances

The surplus or deficit in a country’s aggre-
gate total transactions in merchandise trade,
services, private and official transfers. A
structural imbalance is said to exist when
the current account of a country remains in
a chronic surplus or deficit situation over an
extended period of time.
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Dynamic Asian Economies
(DAEs)

A comprehensive term employed by the Or-
ganization for Economic Co-operation and
Development (OECD) to designate those
Asian economies that are currently experi-

. encing a rapid growth in their gross national
product. DAEs are included within the
broader group of newly industrialized econo-
mies (NIEs). The DAEs include Malaysia,
Thailand, Republic of Korea, Singapore, Tai-
wan and Hong Kong.

Enhanced Structural
Adjustment Facility (ESAF)

(See Structural Adjustment Facility.)

European Currency Unit
(ECU)

A “basket” of specified amounts of each EC
currency. Its value is determined by using
the current market rate of each member cur-
rency. The ECU is also the EC’s accounting
unit.

European Energy Charter

A proposal, orginating with Dutch Prime
Minister Lubbers and now under consider-
ation by the EC, for Western European coun-
tries to aid in developing the oil and gas re-
sources, and nuclear generating capacity, of
the U.S.S.R. and Central and Eastern Eu-
rope. Western Europe would thus achieve a
new secure source of supply and the
U.S.S.R. and Central and Eastern Europe
would receive development assistance and
further develop a valuable hard currency ex-
port.

European Monetary System
(EMS)

Established in 1979, it was designed to cre-
ate a zone of monetary stability to minimize
wild currency fluctuations. The EMS is
based on a system of fixed but adjustable ex-
change rates, resting on a variety of interven-
tion and credit mechanisms. Its core is the
ECU, which is used to fix bilateral central
rates for the eight participating EC curren-
cies.
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Export Credit

An export credit is a line of credit offered
by the exporting country to the importing
country for the purchase of the export good.

Export Subsidies

Payments or other financial benefits, contin-
gent on a commitment to export, that are
provided by government to domestic produc-
ers or exporters. GATT Article XVI recog-
nizes that subsidies in general, and espe-
cially export subsidies, may have trade-
distorting effects. Article XVI and the Agree-
ment on Subsidies and Countervailing Du-
ties (the Subsidies Code) negotiated during
the Tokyo Round include an outright prohibi-
tion of export subsidies by developed coun-
tries for manufactured and semi-manufac-
tured products.

External Imbalances

Another term for a chronic surplus or deficit
in a country’s current account or balance of
payments.

Functioning of the GATT
System (FOGS)

A negotiating group established in the Uru-
guay Round to improve the operation of
GATT as a trade policy organization, includ-
ing enhancing the role of ministers, improv-
ing surveillance and fostering better links
with the IMF and World Bank.

Louvre Accord

The agreement achieved at the Group of
Seven finance ministers (G-7) meeting in
Paris on February 22, 1987. The ministers
agreed that there was a need to intensify
economic policy co-ordination efforts in
order to promote more balanced global
growth and to reduce existing fiscal and ex-
temal imbalances. To this end, each country
undertook specific policy commitments. The
accord contained measures to stimulate do-
mestic demand in the economies of Japan
and the Federal Republic of Germany and
to reduce the U.S. fiscal deficit.

Macroeconomic Policy

Policy geared toward influencing the overall
aggregates of the economy, such as employ-
ment, production, and the rate of inflation,



through méasures affecting the fiscal bal-
ance and the supply of money and credit.

Multilateral Trade
Negotiations (MTNs)

The negotiations of the contracting parties
of GATT. (See GATT in previous chapter.)

Multilateral Surveillance

The use of economic indicators to compare
economic policies among countries and the
analysis of the interaction of those economic
policies.

The G-7 has developed and implemented
strengthened arrangements for multilateral
surveillance and co-ordination. As was

noted in the Venice Summit Economic Dec-
laration, the new process of co-ordination, in-
volving the use of economic indicators, will
enhance efforts to achieve more consistent
and mutually compatible policies by summit
countries. (See Group of Seven in previous
chapter.)

Newly Industrializing
Economies (NIEs)

Developing economies that have sustained
rapid growth (over six per cent per annum)
of their gross national product over the past
12 years, and that have a high proportion of
manufactured products as a percentage of
total exports. Examples include Brazil, the
Republic of Korea, Singapore, Mexico, Tai-
wan and Hong Kong.

Plaza Agreement

The Group of Five finance ministers (G-5)
(from France, the Federal Republic of Ger-
many, Japan, the U.S. and the U.K.) met at
the Plaza Hotel in New York in September
1985. The formal communiqué prepared at
the meeting was the first public statement re-
leased by G-5.

The G-5 ministers agreed to a co-ordinated
exchange market intervention that would
- drive down the value of the U.S. dollar, be-
cause it was too strong in relation to other
currencies and no longer reflected fundamen-
tal economic conditions.

Punta del Este

A city in Uruguay that hosted the confer-
ence that launched the Uruguay Round of
multilateral trade negotiations.

Sherpas

The personal representatives of the leaders

of the summit countries. These representa-
tives are responsible for overseeing the pre-
paratory process for summit meetings and
advising their leaders on summit matters.
The sherpas, at their preparatory meetings,
seek out areas of agreement which may

form the elements of a summit consensus ap-
proach on the main issues. Prime Minister
Mulroney’s personal representative is Derek
H. Burney, Canadian Ambassador to the U.S.

Special Drawing Rights
(SDRs)

These were created in 1969 by the IMF as a
supplemental international monetary reserve
asset. SDRs are available to govemments
through the IMF and may be used in transac-
tions between it and member governments.
IMF members have agreed to regard SDRs
as complementary to gold and reserve cur-
rencies in settling their international ac-
counts. The SDR has become the unit of ac-
count used by the IMF and several national
currencies are pegged to it.

Structural Adjustment

The adjustment of economies and institu-
tions to microeconomic factors and to regula-
tory and institutional reforms. Structural fea-
tures of national economies include the
supply and allocation of factors of produc-
tion; the market for goods and services; and
the taxing, spending and regulatory func-
tions of the public sector.

Structural Adjustment
Facility (SAF) and
Enhanced Structural
Adjustment Facility (ESAF)

SAF, established in 1986, is a funding facil-
ity of the IMF. It provides loans to low-in-
come member countries facing protracted
balance of payments problems in support of
medium-term macroeconomic and structural
adjustment programs.
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The Enhanced Structural Adjustment Facil-
ity, established in December 1987, strength-
ens the ability of the international financial
community to support the structural adjust-
ment growth-oriented programs of eligible

countries by increasing significantly the re-
sources available to low-income countries.

Sustainable Development

On May 25, 1989, the General Conference
of the United Nations Environment Program
adopted a definition of sustainable develop-
ment which included the following:

« sustainable development meets the
needs of the present, without compro-
mising the ability of future generations
to meet their own needs;

« it implies progress towards national
and international equity, inducing assis-
tance to developing countries;

+ it implies the existence of a supportive
international economic environment re-
sulting in sustained economic growth
and development in all countries, partic-
ularly developing ones, which is of
major importance for sound manage-
ment of the environment; and

« it implies incorporation of environmen-
tal concerns and considerations into de-
velopment planning and policies.

Toronto Terms

At the 1988 Toronto Economic Summit,

G-7 participants agreed that the Paris Club
would provide concessional reschedulings of
the bilateral official debt of low-income Afri-
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can countries following IMF-supported ad-
justment programs (Toronto terms have
since been extended to two low-income
countries outside Africa as well). The To-
ronto terms menu includes three options: 33
per cent reduction of principal; longer repay-
ment periods; debt service reduction via
below market rates of interest. Twenty coun-
tries have benefited from Toronto terms thus
far. (See Paris Club in previous chapter.)

Trade-Related Investment
Measures (TRIMs)

A Uruguay Round negotiating group estab-
lished to examine the trade-restrictive and
distorting effects of investment measures.
The group will develop, as appropriate,
GATT provisions that would avoid such ad-
verse effects.

Trade-Related Intellectual
Property (TRIP)

A Uruguay Round negotiating group that is
developing new rules concerning intellectual
property, including standards and enforce-
ment of copyright, patent and trademark
rights.

Uruguay Round

Eighth in a series of multilateral trade nego-
tiations held under the auspices of GATT.
This round was launched at a ministerial
meeting in Punta del Este, Uruguay, in Sep-
tember 1986 and is scheduled to be com-
pleted by the end of 1991.



HOUSTON SUMMIT
DECLARATIONS

Economic Declaration
July 11, 1990

1. We, the Heads of State and Government
of the seven major industrial democracies
and the President of the Commission of the
European Communities, meeting in Houston
for our annual Economic Summit, celebrate
the renaissance of democracy throughout
much of the world. We welcome unreserv-
edly the spread of multiparty democracy,
the practice of free elections, the freedom of
expression and assembly, the increased re-
spect for human rights, the rule of law, and
the increasing recognition of the principles
of the open and competitive economy.
These events proclaim loudly man’s inalien-
able rights: When people are free to choose,
they choose freedom.

2. The profound changes taking place in Eu-
rope, and progress toward democracy else-
where, give us great hope for a world in
which individuals have increasing opportuni-
ties to achieve their economic and political
aspirations, free of tyranny and oppression.

3. We are mindful that freedom and eco-
nomic prosperity are closely linked and mu-
tually reinforcing. Sustainable economic pros-
perity depends upon the stimulus of
competition and the encouragement of enter-
prise — on incentives for individual initia-
tive and innovation, on a skilled and moti-
vated labor force whose fundamental rights
are protected, on sound monetary systems,
on an open system of international trade and
payments, and on an environment safe-
guarded for future generations.

4. Around the world, we are determined to
assist other peoples to achieve and sustain
economic prosperity and political freedom.
We will support their efforts with our experi-
ence, resources, and goodwill.

The International Economic Situation

5. In recent years, substantial progress has
been achieved in promoting a stronger

world economy through sound macroeco-
nomic policies and greater economic effi-
ciency. The economic expansion in our coun-

tries, now in its eighth year, has supported
notable income growth and job creation in
the context of rapid growth of international
trade. However, unemployment remains high
in a number of countries. Inflation, although
considerably lower than in the early 1980s,
is a matter of serious concern in some coun-
tries and requires continued vigilance. Exter-
nal imbalances have been reduced in the
United States and Japan, whereas in other
cases they have increased. Continuing adjust-
ment remains a priority in order to counter
protectionist pressures, alleviate uncertainties
in financial and exchange markets, and con-
tribute to avoiding pressures on interest
rates. Sound domestic macroeconomic poli-
cies, which may differ according to condi-
tions in each country, will make a major
contribution to further external adjustment.

6. In the developing world, the experience
of the late 1980s varied widely. Some econo-
mies, particularly in East Asia, continued to
experience impressive domestic growth
rates. The economies of a number of other
developing countries have been stagnant or
declined. Nonetheless, serious efforts — in
some cases by new leadership — to imple-
ment economic adjustment and market-
oriented policies have begun to yield posi-
tive results and should be continued.

International Monetary Developments
and Policy Coordination

7. At a time of growing economic interde-
pendence, the Summit countries have devel-
oped a cooperative process based on a com-
mon appreciation of the need for market-
oriented policies and the importance of
sound domestic budgetary and monetary poli-
cies. This process has contributed im-
portantly to the strengthened performance of
the world economy and to improved stabil-
ity of exchange rates by concentrating atten-
tion on multilateral surveillance and close co-
ordination of economic policies, including
cooperation on exchange markets. It is im-
portant to continue and, where appropriate,
to strengthen this cooperative and flexible
approach to improve the functioning of the
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international monetary system and contribute
to its stability.

8. To sustain the present economic expan-
sion to the benefit of all countries, each na-
tion must pursue sound policies. Balanced
expansion of demand with increasing produc-
tive capacity is key, while external imbalan-
ces and structural rigidities require correc-
tion. Price pressures warrant continued
vigilance.

9. Countries with sizable current account
deficits should contribute to the adjustment
process by the reduction of fiscal deficits,
and undertake structural reforms to encour-
age private saving and increase competitive-
ness.

10. Countries with large external surpluses
should contribute to the adjustment process
by sustained non-inflationary growth of do-
mestic demand with structural reform in
order to improve the underlying conditions
for growth and adjustment and to promote
increased investment relative to saving.

11. The investment needs of the world as a
whole are expected to grow in the coming
years, particularly in Central and Eastern Eu-
rope and in developing countries undertak-
ing market reforms, as well as in some in-
dustrial countries. To meet these needs,
industrial and developing countries alike
should foster saving and discourage dissav-
ing.

12. The market-oriented restructuring of
Central and Eastern European economies
should stimulate their growth and increase
their integration into the global economy.
We support these changes and seek to as-
sure that this difficult transformation will
contribute to global growth and stability.

13. Within the European Community, the
European Monetary System is leading to a
high degree of economic convergence and
stability. We note the European Com-
munity’s decision to launch the Inter-
governmental Conference on Economic and
Monetary Union and the beginning of the
first stage of that union. During this first
stage, closer surveillance and coordination
of economic and monetary policies will con-
tribute toward non-inflationary growth and a
more robust international economic system.

14. We welcome the prospect of a unified,
democratic Germany which enjoys full sover-
eignty without discriminatory constraints.
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German economic, monetary, and social
union will contribute to improved non-infla-
tionary global growth and to a reduction of
external imbalances. This process will pro-
mote positive economic developments in
Central and Eastern Europe.

15. We call on the member countries of the
International Monetary Fund (IMF) to imple-
ment the agreement by the IMF to increase
quotas by 50 percent under the Ninth Gen-
eral Review of Quotas and to strengthen the
IMF arrears strategy.

Measures Aimed at Economic Efficiency

16. Considerable progress has been made
over the past few years in supplementing
macroeconomic policies with reforms to in-
crease economic efficiency. We welcome
the progress in the realization of the internal
market in the European Community and the
continuing efforts to reduce structural rigidi-
ties in North America and Japan. Nonethe-
less, we emphasize the widespread need for
further steps to promote regulatory reform
and liberalize areas such as retail trade, tele-
communications, transport, labor markets,
and financial markets, as well as to reduce
industrial and agricultural subsidies, improve
tax systems, and improve labor-force skills
through education and training.

17. We welcome the major contributions of
the Organization for Economic Cooperation
and Development (OECD) in identifying
structural policy challenges and options. We
encourage the OECD to strengthen its sur-
veillance and review procedures, and to find
ways of making its work operationally more
effective.

The International Trading System

18. The open world trading system is vital
to economic prosperity. A strengthened Gen-
eral Agreement on Tariffs and Trade
(GATT) is essential to provide a stable
framework for the expansion of trade and
the fuller integration of Central and Eastern
Europe and developing countries into the
global economy. We reject protectionism. in
all its forms.

19. The successful outcome of the Uruguay

Round has the highest priority on the inter-

national economic agenda. Consequently, we
stress our determination to take the difficult

political decisions necessary to achieve far-

reaching, substantial results in all areas of



the Uruguay Round by the end of this year.
We instruct our negotiators to make prog-
ress and in particular to agree on the com-
plete profile of the final package by the

July meeting of the Trade Negotiations Com-
mittee.

20. We confirm our strong support for the
essential broad objectives of the negotia-
tions: reform of agricultural policies; a sub-
stantial and balanced package of measures
to improve market access; strengthened mul-
tilateral rules and disciplines; the incorpora-
tion of new issues of services, trade-related
investment measures, and intellectual prop-
erty protection within the GATT framework;
and integration of developing countries into
the international trading system.

21. As regards agriculture, achieving the
long-term objective of the reform of agricul-
tural policies is critical to permit the greater
liberalization of trade in agricultural prod-
ucts. Experience has shown the high cost of
agricultural policies which tend to create sur-
pluses. The outcome of the GATT negotia-
tions on agriculture should lead to a better
balance between supply and demand and en-
sure that agricultural policies do not impede
the effective functioning of international mar-
kets. We therefore reaffirm our commitment
to the long-term objective of the reform,

i.e., to allow market signals to influence agri-
culture production and to establish a fair

and market-oriented agricultural trading sys-
tem.

22. The achievement of this objective re-
quires each of us to make substantial, pro-
gressive reductions in support and protection
of agriculture — covering internal regimes,
market access, and export subsidies — and
develop rules governing sanitary and phy-
tosanitary measures. Variations among coun-
tries in the mechanisms of agricultural sup-
port reflect differences in the social and
economic conditions of farming. The negotia-
tions on agriculture should therefore be con-
ducted in a framework that includes a com-
mon instrument of measurement, provides
for commitments to be made in an equitable
way among all countries, and takes into ac-
count concerns about food security. The
framework should contain specific assur-
ances that, by appropriate use of the com-
mon measure as well as other ways, partici-
pants would reduce not only internal support
but also export subsidies and import protec-
tion in a related way.

23. Agreement on such a framework by the
time of the July meeting of the Trade Nego-
tiations Committee is critical to the success-
ful completion of the Uruguay Round as a
whole. Accordingly, we commend to our ne-
gotiators the text submitted by the Chairman
of the Agricultural Negotiating Group as a
means to intensify the negotiations. We in-
tend to maintain a high level of personal in-
volvement and to exercise the political lead-
ership necessary to ensure the successful
outcome of these negotiations.

24. Negotiations on market access should
achieve agreement on a substantial and bal-
anced package of measures. As regards tex-
tiles, the objective is to liberalize the textile
and clothing sector through progressive dis-
mantling of trade barriers and its integration,
under a precise timetable, into GATT on the
basis of strengthened GATT rules and dis-
ciplines.

25. Negotiations on multilateral rules and
disciplines should strengthen GATT rules in
areas such as safeguards, balance of pay-
ments, rules of origin, and updated dis-
ciplines for dumping and antidumping mea-
sures. Concerning subsidies, rules are
needed which will effectively discipline do-
mestic subsidies so as to avoid trade distor-
tions, competitive subsidization, and trade
conflicts. Improved disciplines must also
cover countervailing measures so that they
do not become barriers to trade.

26. As regards the new areas, the aim is to
develop new rules and procedures within the
GATT framework, including: a framework
of contractually enforceable rules to liberal-
ize services trade, with no sector excluded a
priori; an agreement to reduce trade-distort-
ing effects of trade-related investment mea-
sures; and an agreement to provide for'stan-
dards and effective enforcement of all
intellectual property rights.

27. A successful Uruguay Round is essen-
tial for industrialized and developing coun-
tries alike. We seek the widest possible par-
ticipation of developing countries in the
Round and their further integration into the
multilateral trading system. To achieve this
objective, developed countries are prepared
to accept greater multilateral disciplines in
all areas and to offer improved market ac-
cess in areas of interest to developing coun-
tries such as textiles and clothing, tropical
products, and agriculture.
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28. For their part, developing countries
should substantially reduce their tariffs and
increase the percentage of tariffs that are
bound; subscribe to balanced and effective
restraints on all forms of exceptions, includ-
ing measures imposed for balance-of-pay-
ments difficulties; and participate meaning-
fully in agreements covering the new areas.
The end result should be a single set of mul-
tilateral rules applicable to all GATT con-
tracting parties, although some developing
countries, especially the least developed,
may need longer transition periods or other
transitional arrangements on a case by case
basis.

29. The wide range of substantive results
which we seek in all these areas will call
for a commitment to strengthen further the
institutional framework of the multilateral
trading system. In that context, the concept
of an international trade organization should
be addressed at the conclusion of the Uru-
guay Round. We also need to improve the
dispute settlement process in order to imple-
ment the results of the negotiations effec-
tively. This should lead to a commitment to
operate only under the multilateral rules.

Direct Investment

30. Free flows of investment increase global
prosperity by complementing the open inter-
national trade system. In particular, foreign
direct investment can help restructure the
economies of developing and Central and
Eastern European countries, create new jobs,
and raise living standards.

31. All countries should therefore seek to re-
duce their barriers to investment and resist
protectionist pressures to discourage or dis-
criminate against such investment. The
OECD and the GATT should continue to
promote investment liberalization. The multi-
lateral development banks and the IMF
should require investment liberalization in
their programs in Central and Eastern Eu-
rope and developing countries.

Export Credits

32. We welcome the important negotiations
that are underway in the OECD on a bal-
anced package of measures to strengthen
multilateral disciplines on trade- and aid-dis-
torting export credit subsidies. This package,
to be completed by spring of 1991, should
reduce substantially, through improved dis-
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cipline and transparency, distortions result-
ing from the use of officially supported com-
mercial and aid credits. It is also important
to avoid introducing trade distortions in fi-
nancial flows to the nations of Central and
Eastern Europe.

Reform in Central and Eastern Europe

33. We welcome the political and economic
reforms taking place in Central and Eastern
Europe. At the recent Conference on Secu-
rity and Cooperation in Europe (CSCE) in
Bonn and by the agreement to establish the
European Bank for Reconstruction and De-
velopment (EBRD), the participating coun-
tries of the region accepted the key princi-
ples underpinning market economies.
However, the degree of implementation of
economic and political reform varies widely
by country. Several countries have taken
courageous and difficult measures to stabi-
lize their economies and shorten the transi-
tion to a market economy.

34. We and other countries should assist
Central and Eastern European nations that
are firmly committed to economic and politi-
cal reform. Those providing help should
favor countries that implement such reforms.

35. Foreign private investment will be vital
in the development of Central and Eastern
Europe. Capital will flow to countries with
open markets and hospitable investment cli-
mates. Improved access for their exports
will also be important for those Central and
Eastern European countries that are opening
up their economies. Western Governments
can support this process by various means,
including trade and investment agreements.
The recent decision by the Coordinating
Committee for Multilateral Export Controls
(COCOM) to liberalize export controls is a
positive step.

36. We commend the work done by the
Commission of the European Communities
on the coordination by the Group of 24 (G-
24) of assistance to Poland and Hungary in-
augurated at the Summit of the Arch, which
has made a significant contribution to help-
ing these countries lay the foundation for
self-sustaining growth based on market prin-
ciples. We welcome the decision of the G-
24 to enlarge the coordination of assistance
to other emerging democracies in Central
and Eastern Europe, including Yugoslavia.




37. We recognize that these countries face
major problems in cleaning their environ-
ment. It will be important to assist the coun-
tries of Central and Eastern Europe to de-
velop the necessary policies and infra-
structure to confront those environmental
problems.

38. We also welcome the recent initiatives
in regional cooperation, e.g., in transport
and the environment, that will make a posi-
tive contribution to economic progress and
stability in the region.

39. We expect the new EBRD to play a
key role in fostering investment in those
countries and to contribute to orderly transi-
tions toward market economies and a sound
basis for democracy. We urge the rapid
entry into force of the Bank.

,40. The Center for Cooperation with Euro-
pean Economies in Transition at the OECD
will encourage reforms and strengthen rela-
tions between these countries and the
OECD, as will the OECD’s follow up work
from the CSCE Economic Conference in
Bonn.

4]1. We invite the OECD to consider a
closer relationship with those Central and
East European countries that are committed
to political and economic reform.

The Soviet Union

42. We discussed the situation in the Soviet
Union, and exchanged views regarding the
message that Soviet President Gorbachev
sent us several days ago on his economic
plans. We welcome the efforts underway in
the Soviet Union to liberalize and to create
a more open, democratic, and pluralistic So-
viet society, and to move toward a market-
oriented economy. These measures deserve
our support. The success of perestroika de-
pends upon the determined pursuit and devel-
opment of these reform efforts. In particular,
we welcome President Gorbachev’s sugges-
tion for a sustained economic dialogue.

43. We have all begun, individually and col-
lectively, to assist these reform efforts- We
all believe that technical assistance should
be provided now to help the Soviet Union
move to a market-oriented economy and to
mobilize its own resources. Some countries
are already in a position to extend large
* scale financial credits.

44, We also-agreed that further Soviet deci-
sions to introduce more radical steps toward
a market-oriented economy, to shift re-
sources substantially away from the military
sector and to cut support to nations promot-
ing regional conflict will all improve the
prospect for meaningful and sustained eco-
nomic assistance.

45. We have taken note of the decision of
the European Council in Dublin on June 26.
We have agreed to ask the IMF, the World
Bank, the OECD and the designated presi-
dent of the EBRD to undertake, in close con-
sultation with the Commission of the Euro-
pean Communities, a detailed study of the
Soviet economy, to make recommendations
for its reform and to establish the criteria
under which Western economic assistance
could effectively support these reforms. This
work should be completed by year’s end
and be convened by the IMF.

46. We took note of the importance to the
Government of Japan of the peaceful resolu-
tion of its dispute with the Soviet Union
over the Northern Territories.

47. The host Government will convey to
the Soviet Union the results of the Houston
Summit.

The Developing Nations

48. We reiterate that our commitment to the
developing world will not be weakened by
the support for reforming countries in Cen-
tral and Eastern Europe. The poorest of the
developing nations must remain the focus of
special attention. The International Develop-
ment Association replenishment of SDR
11.6 billion, agreed to last December, will
provide needed resources for these coun-
tries, and marks the incorporation of environ-
mental concerns into development lending.
It is our intention to take a constructive part
in the Paris conference on the least devel-
oped countries in September.

49. The advanced industrial economies can
make a number of major contributions to
the long-run development of the developing
countries. By sustaining economic growth
and price stability, we can offer stable, grow-
ing markets and sources of capital for the
developing world. By providing financial
and technical support to developing coun-
tries undertaking genuine political and eco-
nomic reform, we can reinforce their ongo-
ing liberalization. The industrialized nations
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should continue to make efforts to enhance
their development aid and other forms of as-
sistance to the developing countries, includ-
ing reinforcing the effectiveness of the aid.

50. In the developing world, there is a grow-
ing acceptance of the view that growth can
be encouraged by a stable macroeconomic
framework, sectoral reform to provide more
competition, and an opening of markets.
Open, democratic, and accountable political
systems are important ingredients in the ef-
fective and equitable operation of market-
oriented economies.

51. Important contributions to a hospitable
investment climate can be made by the pro-
tection of intellectual property, and by liber-
alization of investment regimes, including
transparent and equitable investment rules,
and equality of treatment for foreign and do-
mestic investors. '

52. The recent Enterprise for the Americas
initiative announced by the U.S. President
will support and encourage more market-
oriented policies in Latin America and the
Caribbean. We believe that such U.S. efforts
hold great promise for the region and will
help improve prospects for sustained growth
in the Americas through the encouragement
of trade, open investment regimes, the reduc-
tion of U.S. bilateral concessional debt and
the use of debt for equity and nature swaps.

53. In a number of countries, sustainable de-
velopment requires that population growth
remains in some reasonable balance with ex-
panding resources. Supporting the efforts of
developing countries to maintain this bal-
ance is a priority. Improved educational op-
portunities for women and their greater inte-
gration into the economy can make impor-
tant contributions to population stabilization
programs.

54. In the Mediterranean basin, the initia-
tives of economic integration, which are un-
derway, deserve encouragement and support.

Third World Debt
55. Significant progress has been made dur-

.ing the past year under the strengthened
" debt strategy, which has renewed the re-

solve in a number of debtor countries to con-
tinue economic reforms essential to future
growth. In particular, the recent commercial
bank agreements with Chile, Costa Rica,
Mexico, Morocco, the Philippines, and Vene-
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zuela involve significant debt and debt-
service reduction. Important financial sup-
port for debt and debt-service reduction is
being provided by the IMF and the World
Bank, as well as by Japan. The Paris Club
has agreed, in order to support medium term
IMF-supported reform and financing pro-
grams, to provide adequate restructuring
agreements, notably through multiyear re-
schedulings and through lengthening of the
repayment period. The combination of
debtor reform efforts and commercial bank
debt reduction has had a notable impact on
confidence in debtor economies, as clearly
demonstrated through flows of both new in-
vestment and the return of flight capital to
Mexico, in particular.

56. These measures represent major innova-
tions in the case by case debt strategy and
are potentially available to all debtor nations
with serious debt-servicing problems which
are implementing economic adjustment poli-
cies.

57. The adoption by debtor nations of
strong economic reform programs with the
IMF and World Bank remains at the heart
of the debt strategy, and a prerequisite for
debt and debt-service reduction within com-
mercial bank financing packages. It is vital
that debtor countries adopt measures to mo-
bilize savings and to encourage new invest-
ment flows and the repatriation of flight cap-
ital to help sustain their recovery. In this
connection, the recent U.S. Enterprise for
the Americas initiative to support investment
reform and the environment in Latin Amer-
ica needs to be given careful consideration
by Finance Ministers.

58. For countries implementing courageous
reforms, commercial banks should take real-
istic and constructive approaches in their ne-
gotiations to conclude promptly agreements
on financial packages including debt reduc-
tion, debt-service reduction and new money.

59. Creditor nations will continue to play
an important role in this process through on-
going contributions to the international finan-
cial institutions, rescheduling of official debt
in the Paris Club, and new finance. We en-
courage the Paris Club to continue review-
ing additional options to address debt bur-
dens. In the case of the lower middle-
income countries implementing strong re-
form programs, we encourage the Paris

Club to lengthen the repayment period,
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taking account of the special situations of
these countries. We welcome the decisions
taken by France with respect to Sub-Saharan
Africa and by Canada with respect to the
Caribbean to alleviate the debt burden of
the lower middle-income countries.

60. Creditor governments have also pro-
vided special support for the poorest coun-
tries through the implementation of Toronto
terms in Paris Club reschedulings. All of us
have cancelled official development assis-
tance (ODA) debt for the poorest countries.
We encourage the Paris Club to review the
implementation of the existing options that
apply to the poorest countries.

61. We note and will study with interest the
Craxi Report on debt commissioned by the
UN Secretary General.

The Environment

62. One of our most important responsibili-
ties is to pass on to future generations an

environment whose health, beauty, and eco-
nomic potential are not threatened. Environ-
mental challenges such as climate change,

ozone depletion, deforestation, marine pollu-
tion, and loss of biological diversity require

“closer and more effective international coop-

eration and concrete action. We as industrial-
ized countries have an obligation to be lead-
ers in meeting these challenges. We agree
that, in the face of threats of irreversible en-
vironmental damage, lack of full scientific
certainty is no excuse to postpone actions
which are justified in their own right. We
recognize that strong, growing, market-ori-
ented economies provide the best means for
successful environmental protection.

63. Climate change is of key importance.
We are committed to undertake common ef-
forts to limit emissions of greenhouse gases,
such as carbon dioxide. We strongly support
the work of the Intergovernmental Panel on
Climate Change (IPCC) and look forward to
the release of its full report in August. The
Second World Climate Conference provides
the opportunity for all countries to consider
the adoption of strategies and measures for
limiting or stabilizing greenhouse gas emis-
sions, and to discuss an effective intena-
tional response. We reiterate our support for
the negotiation of a framework convention
on climate change, under the auspices of the
United Nations Environment Program _
(UNEP).and the World Meteorological Orga-

nization (WMO). The convention should be
completed by 1992. Work on appropriate im-
plementing protocols should be undertaken
as expeditiously as possible and should con-
sider all sources and sinks.

64. We welcome the amendment of the-
Montreal Protocol to phase out the use of
chlorofluorocarbons (CFCs) by the year
2000 and to extend coverage of the Protocol
to other ozone-depleting substances. The es-
tablishment of a financial mechanism to as-
sist developing countries to tackle ozone de-
pletion marks a new and positive step in
cooperation between the developed and de-
veloping worlds. We applaud the announce-
ment in London by some major developing
countries, including India and China, that
they intend to review their position on adher-
ence to the Montreal Protocol and its amend-
ments. We would welcome their adherence
as a crucial reinforcement of the effective-
ness of the Protocol, which would ulti-
mately lead to a worldwide phase out of
ozone-depleting substances. We urge all par-
ties to ratify the amended Protocol as
quickly as possible.

65. We acknowledge that enhanced levels

of cooperation will be necessary with regard
to the science and impacts of climate

change and economic implications of possi-
ble response strategies. We recognize the im-
portance of working together to develop

new technologies and methods over the com-
ing decades to complement energy conserva-
tion and other measures to reduce carbon di-
oxide and other greenhouse emissions. We
support accelerated scientific and economic
research and analysis on the dynamics and
potential impact of climate change, and on
potential responses of developed and devel-
oping countries.

66. We are determined to take action to in-
crease forests, while protecting existing ones
and recognizing the sovereign rights of all
countries to make use of their natural re-
sources. The destruction of tropical forests
has reached alarming proportions. We wel-
come the commitment of the new Govem-
ment of Brazil to help arrest this destruction
and to provide sustainable forest manage-
ment. We actively support this process, and
we are ready for a new dialogue with devel-
oping countries on ways and means to sup-
port their efforts. We are ready to cooperate
with the Government of Brazil on a com-
prehensive pilot program to counteract the
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threat to tropical rain forests in that country.
We ask the World Bank to prepare such a
proposal, in close cooperation with the Com-
mission of the European Communities,
which should be presented at the latest at
the next Economic Summit. We appeal to
the other concerned countries to join us in
this effort. Experience gained in this pilot
program should immediately be shared with
other countries faced with tropical forest de-
struction. The Tropical Forestry Action Plan
must be reformed and strengthened, placing
more emphasis on forest conservation and
protection of biological diversity. The Inter-
national Tropical Timber Organization ac-
tion plan must be enhanced to emphasize
sustainable forest management and improve
market operations.

67. We are ready to begin negotiations, in
the appropriate fora, as expeditiously as pos-
sible on a global forest convention or agree-
ment, which is needed to curb deforestation,
protect biodiversity, stimulate positive for-
estry actions, and address threats to the
world’s forests. The convention or agree-
ment should be completed as soon as possi-
ble, but no later than 1992. The work of the
IPCC and others should be taken into ac-
count.

68. The destruction of ecologically sensitive
areas around the world continues at an
alarming pace. Loss of temperate and tropi-
cal forests, developmental pressures on estu-
aries, wetlands and coral reefs, and destruc-
tion of biological diversity are symptomatic.
To reverse this trend, we will expand coop-
eration to combat desertification; expand pro-
jects to conserve biological diversity; protect
the Antarctic; and assist developing coun-
tries in their environmental efforts. We will
work within UNEP and other fora to

achieve these objectives, and will participate
actively in UNEP’s work to protect
biodiversity.

69. Efforts to protect the environment do
not stop at the water’s edge. Serious prob-
lems are caused by marine pollution, both in
the oceans and in coastal areas. A com-
prehensive strategy should be developed to
address land-based sources of pollution; we
are committed to helping in this regard. We
will continue our efforts to avoid oil spills,
urge the early entry into force of the exist-
ing International Maritime Organization
(IMO) Convention, and welcome the work
of that organization in developing an interna-
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tional oil spills convention. We are con-
cerned about the impact of environmental
degradation and unregulated fishing prac-
tices on living marine resources. We support
cooperation in the conservation of living ma-
rine resources and recognize the importance
of regional fisheries organizations in this re-
spect. We call on all concerned countries to
respect the conservation regimes.

70. To cope with energy-related environmen-
tal damage, priority must be given to im-
provements in energy efficiency and to the
development of alternative energy sources.
For the countries that make such a choice,
nuclear energy will continue to be an import-
ant contributor to our energy supply and can
play a significant role in reducing the

growth of greenhouse gas emissions. Coun-
tries should continue efforts to ensure high-
est worldwide performance standards for nu-
clear and other energy in order to protect
health and the environment, and ensure the
highest safety.

71. Cooperation between developed and de-
veloping countries is essential to the resolu-
tion of global environmental problems. In
this regard, the 1992 UN Conference on En-
vironment and Development will be an im-
portant opportunity to develop widespread
agreement on common action and coordi- |
nated plans. We note with interest the con-
clusions of the Siena Forum on International
Law of the Environment and suggest that
these should be considered by the 1992 UN
Conference on Environment and Develop-
ment.

72. We recognize that developing countries ]
will benefit from increased financial and
technological assistance to help them resolve
environmental problems, which are aggra- !
vated by poverty and underdevelopment.

Multilateral development bank programs

should be strengthened to provide greater

protection for the environment, including en-

vironmental impact assessments and action

plans, and to promote energy efficiency. We

recognize that debt-for-nature swaps can

play a useful role in protecting the environ-

ment. We will examine how the World

Bank can provide a coordinating role for

measures to promote environmental protec-

tion.

73. In order to integrate successfully envi-
ronmental and economic goals, decision-
makers in government and industry require



the necessary tools. Expanded cooperative
scientific and economic research and analy-
sis on the environment is needed. We recog-
nize the importance of coordinating and the
sharing the collection of satellite data on
earth and its atmosphere. We welcome and
encourage the ongoing discussions for the es-
tablishment of an International Network. It
is also important to involve the private sec-
tor, which has a key role in developing_solu-
tions to environmental problems. We encour-
age the OECD to accelerate its very useful
work on environment and the economy. Of
particular importance are the early develop-
ment of environmental indicators and the de-
sign of market-oriented approaches that can
be used to achieve environmental objectives.
We also welcome Canada’s offer to host in
1991 an international conference on environ-
mental information in the 21st Century. We
support voluntary environmental labelling as
a useful market mechanism which satisfies
consumer demand and producer require-
ments and promotes market innovation.

74. We note with satisfaction the successful
launching of the Human Frontier Science
Program and express our hope that it will
make positive contributions to the advance-
ment of basic research in life science for

" the benefit of all mankind.

Narcotics

75. We urge all nations to accede to and
complete ratification of the UN Convention
Against Illicit Traffic in Narcotic Drugs and
Psychotropic Substances (the Vienna Con-
vention), and to apply provisionally terms of
the Convention.

76. We welcome the conclusion of the UN
Special Session on Drugs and urge the im-
plementation of the measures contained in
the Program of Action it has adopted.

77. We support the declaration adopted at
the ministerial meeting on drugs convened
by the United Kingdom that drug demand re-
duction should be accorded the same import-
ance in policy and action as the reduction

of illicit supply. Developed countries should
adopt stronger prevention efforts and assist
demand reduction initiatives in other coun-
tries.

78. We endorse the report of the Financial
Action Task Force (FATF) and commit our
countries to a full implementation of all its
recommendations without delay. As agreed

at the May meeting of Task Force Finance
Ministers, the FATF should be reconvened
for-a second year, chaired by France, to as-
sess and facilitate the implementation of
these recommendations, and to complement
them where appropriate. All OECD and fi-
nancial center countries that subscribe to the
recommendations of the Task Force should
be invited to participate in this exercise. The
report of the new FATF would be com-
pleted before we next meet. We also invite
all other countries to participate in the fight
against money laundering and to implement
the recommendations of the FATF.

79. Effective procedures should be adopted
to ensure that precursor and essential chemi-
cals are not diverted to manufacture illicit
drugs. A task force similar to the FATF
should be created for this purpose, com-
posed of Summit participants and other coun-
tries that trade in these chemicals, with the
involvement of representatives of the chemi-
cal industry. The task force should address
the problems which concern cocaine, heroin
and synthetic drugs and report within a year.

80. We support a strategy for attacking the
cocaine trade as outlined in particular in the
Cartagena Declaration. We recognize the im-
portance of supporting all countries strongly
engaged in the fight against drug trafficking,
especially Colombia, Peru, and Bolivia, with
economic, law enforcement, and other assis-
tance and advice, recognizing the need to
make contributions within the framework of
actions against drug trafficking carried out
by the producer countries.

81. The heroin problem is still the most seri-
ous threat in many countries, both devel-
oped and developing. All countries should
take vigorous measures to combat the
scourge of heroin.

82. We should support an informal narcot-
ics consultative arrangement with developed
countries active in international narcotics
control. Such a group could strengthen ef-
forts to reduce supply and demand, and im-
prove international cooperation.

83. We welcome the current review of UN
drug abuse control agencies and urge that it
result in a more efficient structure.

Next Economic Summit

84. We have accepted the invitation of
Prime Minister Thatcher to meet next July
in London.
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Political Declaration
July 10, 1990

Securing Democracy

1. We, the Leaders of our seven countries
and the Representatives of the European
Community, salute the men and women
around the world whose courage and wis-
dom have inspired and brought about the his-
toric advances of democracy we have wit-
nessed over the past year. As we enter the
final decade of this century, which we in-
tend should be a Decade of Democracy, we
reiterate our commitment to support the
strengthening of democracy, human rights,
and economic reconstruction and develop-
ment through market-oriented economies.

We emphasize the important opportunity pro-
vided in this forum for representatives from
Europe, Japan, and North America to dis-
cuss critical challenges of the coming years.

2. Europe is at the dawn of a new era. We
welcome enthusiastically the profound and
historic changes sweeping the continent. The
London Declaration on a Transformed North
Atlantic Alliance provides a new basis for
cooperation among former adversaries in
building a stable, secure, and peaceful Eu-
rope. We are determined to seize all opportu-
nities to achieve a Europe whole and free
and recognize the European Community’s
contribution to that effort. We applaud the
unification of Germany, which is a tangible
expression of mankind’s inalienable right to
self-determination and a major contribution
to stability in Europe.

We welcome the replacement of repressive
regimes in Central and Eastern Europe by
governments freely chosen by their peoples.
We applaud the introduction of the rule of
law and the freedoms that are the bedrock
of a democratic state. We urge Romania,
following recent events, to adhere to the
positive trend taking place in other countries
of Central and Eastern Europe.

3. We welcome the intention of the Soviet
Union to move toward a democratic politi-
cal system, as well as Soviet attempts to re-
form their economy along market principles.
We commit ourselves to working with the
Soviet Union to assist its efforts to create an
open society, a pluralistic democracy, and a
market-oriented economy. Such changes will
enable the Soviet Union to fulfill its respon-
sibilities in the community of nations
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founded on these principles. We are heart-
ened by indications that a constructive dia-
logue is underway between the Soviet gov-
ernment and the Baltic states, and we urge
all sides to continue this dialogue in a demo-
cratic spirit.

4. The advance of democracy accompanied

by market-oriented economic reforms is not

just a European phenomenon. Since we last

met, we have witnessed the spread of demo-
cratic values in many parts of the world.

In Asia, there are encouraging signs of new
political openness in Mongolia and Nepal.
In the Philippines, the government continues
to engage in courageous efforts to
consolidate democracy.

We acknowledge some of the recent
developments in China, but believe that the
prospects for closer cooperation will be
enhanced by renewed political and
economic reform, particularly in the field of
human rights. We agree to maintain the
measures put into place at last year’s
Summit, as modified over the course of this
year. We will keep them under review for
future adjustments to respond to further
positive developments in China. For
example, in addition to existing lending to
meet basic human needs, we will explore
whether there are other World Bank loans
that would contribute to reform of the
Chinese economy, especially loans that
would address environmental concemns.

5. In Africa, we hope that Namibia’s attain-
ment of independence and democracy will
be a positive example for freedom, plural-
ism, and market-oriented economic reform
throughout the continent. We also welcome
the positive developments that have taken
place in South Africa, especially the launch-
ing of talks between the government and rep-
resentatives of the black majority. We hope
this will lead to a peaceful transition to a
non-racial democracy and the complete dis-
mantlement of the apartheid system. We
will continue to support this process and we
call on all parties to refrain from violence
or its advocacy.

6. In Latin America, we welcome the re-
establishment of freedom and democracy in
Chile. We applaud the recent fair and free
elections in Nicaragua, as well as progress
on the path to peace through dialogue in El
Salvador and Guatemala. We encourage the
efforts of the Panamanian government to re-




establish democracy and the rule of law. We
note with satisfaction the positive evolution
in Haiti. We hope that Cuba will take steps
to join the democratic trend in the rest of
Latin America.

7. While we applaud the reduction of ideo-
logical conflicts that have divided much of
the world since the end of the Second
World War, we note with deep concemn the
reemergence of intolerance affecting ethnic
and religious groups. We agree that such in-
tolerance can lead to conflicts, which can
threaten fundamental human rights, as well
as political and economic development.

8. We reaffirm our commitment to the fun-
damental principles we seek to realize in
our own societies, and we underscore that
political and economic freedoms are closely
linked and mutually reinforcing. Each of us
stands ready to help in practical ways those
countries that choose freedom, through the
provision of constitutional, legal, and eco-
nomic know-how and through economic as-
sistance, as appropriate.

In drawing from our different constitutional
and historical experiences, we stand ready,
individually and jointly in relevant fora, to:

* assist in the dréfting of laws, including
bills of rights and civil, criminal, and
economic framework laws;

« advise in the fostering of independent
media;

« establish training programs in govern-
ment, management, and technical fields;

+ develop and expand people-to-people
contacts and exchange programs to
help diffuse understanding and kriowl-
edge.

In the same spirit, the recent G-24 Ministe-
rial agreed to extend its assistance in Cen-

tral and Eastemn Europe in parallel with prog- -

ress in political and economic reform.

We agree the challenge facing the industrial-
ized democracies is to continue the effort al-
ready underway in Europe while expanding
efforts to support political reform and eco-
nomic development in other parts of the
world. We call on our people and the peo-
ple of other democracies to join in this

great endeavor.

Chairman’s Statement
July 10, 1990

The Political Declaration released today cele-
brates the historic advance of democracy
since the Seven met last summer in Paris.

In the Declaration, we reiterate our support
for the peaceful democratic movement that

is bringing freedom to Central and Eastem
Europe and uniting Germany. But the great
events in Europe should not lead us to over-
look other opportunities and other needs.

During our discussion, we cited Namibia as
a positive model for democratic evolution
elsewhere on the African continent. Most of
the leaders here have met recently with Nel-
son Mandela and some with South African
President de Klerk. We believe the focus of
our efforts should be on encouraging negotia
tions to bring about a non-racial democracy
in South Africa.

In Central and South America, we welcome
the return of democracy to Chile and Pan-
ama and free and fair elections in Nicara-
gua. And the winds of freedom have not by-
passed Asia, where we are witnessing
important changes taking place in Nepal and
Mongolia.

We acknowledge some recent actions taken
by the Chinese government, but for now the
measures put in place at last year’s Summit
remain. We will explore, however, whether
there are World Bank loans that would con-
tribute to reform of the Chinese economy,

especially to meet environmental concermns.

We also devoted considerable discussion to
the evolution of events in the Soviet Union
and how a reforming Soviet Union can play
an important role in addressing both old and
new challenges facing the international com-
munity. President Bush will review that dis-
cussion for you in more detail tomorrow.

The Declaration closes by suggesting actions
Western nations can take to help secure and
promote democracy’s advance in all regions
of the world. The Declaration notes that po-
litical freedom and economic liberty are mu-
tually reinforcing and cannot flourish in an
environment of intolerance.

A separate statement was issued on the trans-
national problems of terrorism and the prolif-
eration of nuclear, chemical, and biological
weapons, as well as ballistic missiles. These
dangers, like the illicit trade in narcotics
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that will be addressed in tomorrow’s Com-
munique, know no boundaries. In the case
of nuclear proliferation, the deliberations
here take on added significance in this 20th
anniversary year of the Nuclear Non-Prolifer-
ation Treaty.

In addition to the topics covered in the docu-
ments released today, regional conflicts
were discussed. We recognize each
conflict’s unique nature and the responsibil-
ity of the parties on the ground to take the
lead in seeking negotiated solutions. We be-
lieve, however, that free and fair elections
have a key role in bringing peace to these
regions. In Afghanistan, Cambodia, and An-
gola, we svant to see negotiated settlements
- providing for ceasefires, arms cutoffs, and
transition periods supported by the UN and
regional organizations, all leading to free
elections.

We discussed the current situation in the
Middle East and, although different ap-
proaches were raised, we all agreed on the
need_for movement in the peace process.
We expressed the hope that the cycle of vio-
lence and repression would give way to
early dialogue between Israel and Palestin-
ians that will lead to free, democratic elec-
tions and negotiations.

Regarding the human tragedy in the Homn of
Africa, we discussed, among other actions
being taken, the recent agreement between
the United States and the Soviet Union to
launch a joint effort to deal with starvation
and conflict in Ethiopia.

We also noted with particular concern devel-
opments related to Kashmir. These events
threaten regional stability, and could imperil
the growth of political and economic free-
doms in two democracies, India and Paki-
stan. We are encouraged by recent moves to-
ward dialogue between the two countries
and agreed to use all means at our disposal
to encourage and support this process.

We expressed our concern that the Asia and
Pacific region has yet to see the same pro-
cess of conciliation, military disengagement,
and reduction of tensions that has character-
ized East-West relations in Europe. In this
regard, we support the early resolution of
the Northern Territories issue as an essential
step leading to the normalization of Japan-
ese-Soviet relations. The Korean peninsula
remains an area of sharp concern, especially
because the North has yet to sign and imple-
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ment a nuclear safeguards agreement. We
welcome the recent talks between North and
South Korea and hope they mark a turning
point in inter-Korean relations.

In sum, the Summit partners share the im-
perative of our time: to help promote and se-
cure democracy around the world. We are
committed to tumn the hopes of today into
the solid achievements of tomorrow.

Statement on
Transnational Issues
July 10, 1990

Terrorism

We, the Heads of State or Government, reaf-
firm our condemnation of terrorism in all its
forms, our commitrment to make no conces-
sions to terrorists or their sponsors, and our
resolve to continue to cooperate in efforts to
combat terrorism. We demand that those
governments which provide support to terror-
ists end such support immediately. We are
determined not to allow terrorists to rernain
unpunished, but to see them brought to jus-
tice in accordance with international law
and national legislation.

We welcome the recent release of several
hostages, but remain deeply concerned that
hostages are still being held, some for more
than five years. Their ordeal and that of
their families must end. We call for the im-
mediate, unconditional and safe release of
all hostages and for an accounting of all per-
sons taken hostage who may have died
while being held. We call on those with in-
fluence over hostage-takers to use their influ-
ence to this end.

We note with deep concem the continuing
threat presented to civil aviation by terrorist
groups, as demonstrated by such outrages as
the sabotage of civil aircraft over Lockerbie,
Scotland on December 21, 1988, above
Niger on September 19, 1989, and over Co-
lombia on November 27, 1989. We reiterate
our determination to fight terrorist assaults
against civil aviation.

Accordingly, we will continue our coopera-
tion to negotiate a convention requiring the
introduction of additives into plastic explo-
sives to aid in their detection. We pledge to
work to strengthen international civil avia-
tion security standards. Consistent with this
objective, we note the importance of making

i
|
i
|
i
i
i
‘
|
|
i



available training and technical assistance to-
other nations. We support initiatives under-
taken through the International Civil Avia-
tion Organization (ICAO) regarding this
issue. We will work together with ICAO to
expand such assistance.

Non-Proliferation

We discussed the threat to international secu-
rity posed by the proliferation of nuclear,
chemical and biological weapons, and of bal-
listic missile weapons delivery systems.

With regard to nuclear proliferation, we take
special note of the recent declaration issued
by the European Council in Dublin on that
subject. That document underscored the
great importance attached to the mainte-
nance of an effective international nuclear
non-proliferation regime and the need to
make every effort to contribute to strengthen-
ing non-proliferation and encouraging the
participation of further countries in the re-
gime. The Treaty on Non-Proliferation of
Nuclear Weapons (NPT) is an important ele-
ment of that regime. We further endorse the
EC’s call for all states to apply IAEA safe-
guards on as universal a basis as possible.

We also urge all nuclear suppliers to adopt
nuclear export control measures equivalent
to the Nuclear Suppliers Group Guidelines.

Whether NPT parties or not, we commit our-
selves to working actively to secure a satis-
factory outcome to nuclear non-proliferation
discussions in the forthcoming months, in-
cluding those at the Fourth Review Confer-
ence of the NPT.

We hope that these discussions will contrib-
ute to the achievement of as broad a consen-
sus as possible in favor of an equitable and
stable non-proliferation regime. Such a re-
gime should be based on an indispensable
balance between the non-proliferation of
arms and the development of peaceful and
safe uses of nuclear energy.

The global community has focussed for de-
cades on nuclear proliferation, especially

when combined with advanced missile deliv-
ery systems. Today we also face new and
growing problems from the proliferation of.
chemical and biological weapons.

With regard to chemical and biological pro-
liferation, we commit ourselves to pursue ef-
forts to prevent the diversion of chemical
precursors at a national level, as well as in
the relevant Western fora. We similarly com-
mit ourselves to be vigilant about the dan-
ger of potential diversions in the field of bio-
logical technologies.

We endorse a complete ban on chemical
weapons, through an effective and verifiable
treaty, as the only long-term guarantee
against the proliferation of chemical weap-
ons. We believe an important step toward
achieving such a treaty was made in the re-
cent U.S.-Soviet agreement on destruction
and non-production of chemical weapons
and the recent declaration of intent by
NATO states to become original signatories
to the Chemical Weapons Convention. We
reiterate our determination, first expressed at
the 1989 Paris Conference on Chemical
Weapons, to redouble the effort at the Con-
ference on Disarmament in Geneva to re-
solve the remaining issues and to conclude
the Convention at the earliest date. We also
urge all states to become parties as soon as
it is concluded. Similarly, as the 1991 Re-
view Conference on the Biological Weapons
Convention approaches, we call on all na-
tions that have not become party to the Con-
vention to do so and to participate in confi-
dence-building measures designed to
strengthen its effectiveness.

We wish to highlight the importance of deal-
ing with the related threat of ballistic mis-
siles capable of delivering nuclear, chemical
and biological weapons. We note especially
the contribution of the Missile Technology
Control Regime (MTCR) to our joint efforts
to control missile proliferation. We applaud
the recent decisions of additional nations to
adhere to the MTCR, and we call upon all
nations to observe the MTCR Guidelines.
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