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CANADIAN THEMATIC PAPER 
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TO~ONTO ECONOMIC Sl1MMlT1 TH!MATIC PAP!R 

INTRODUCTION .. 
1. Th• Toront~ summit ia th• fo~rteenth, the end of the •second 
cycle•. ourtn9 thi• period, th• world economy and econoaic policy ~. 
have undergone profound chang••• 'l'he inforaation•technol09Y 
revolution and the 9lobalication of ••~k•t• have increa1ed economic 
interdependence, ••king it eaaential that governments con1ider fully 
the international dt ■en1ion1 of th•ir deliber1tion1. 

2. . Moat ,triking i1 th• contra ■t between th• 19701 and 19801. 
Th• fcr••r wae • decade of high and ri1in9 inflation, declining 
produetivity growth, commodity and oil-price 1hock1, polici•• 
doalnated by ahort-ter■ con■ ideration,, and 1poradic and often 
inadequate international policy cooperation. tn the 1980• inflation 
ha• been brou9ht under control, · 1ayin9 th• ba1i1 for au1tained 1tr0n9 
growth and improved productivity. However, the 1980■ also eaw the 
emergence of large •xternal i•balance1 in th• aajor induetrial 
econo~i••• 9reeter exchan;• rate volatility, and debt•1ervicin9 
difficultie1 in hi9hly-indebted developin9 countrie•• Manaqing the 
tran■ itlon to ■or• 1u1t•inable economic and financial poeition1 while 
1upportin9 growth hat required more continuou1 and effective 
international cooperation, auch •• the intan■ ified proce11 o! policy 
coordination adoptad at the 1986 Tokyo Summit. That proce11 wa1 
further •tren9thened at th• Venic• Suuit • • 
3. Thua, e1peoially l~ the 19801, Sumait1 have aotivated and 

~ ■purred th• ezpandin9 proc••• of international policy cooperation. 
They have proven an effective roru■ to addr••• th• i ■ ,u•• facing the 
world econo■y, proaot• new id••• and develop a co•mon ••n•e of 

• purpo••• They have helped brin9 about an increa1ing rec09nition that 
the conquest of inflation and of infl•tionary expectation• i• 
fund•mental to 1u1tained growth and job creation. That rec09nition 
h•• ~•n fortified by a 1hift fro• •hart•t•r• con1ideration■ to a 
•ediu■-t•n framework for the develop■ent and i ■plementatlon of 
econo~ic policle•, and a com■it■ent to iaprove efficiency and 
adaptability thr0u9h greater reliance on ■arket fore•• and atructural 
refor■ while at the•••• ti•• confiraln9 the effectiven••• of social 
pol1e1••• Leader• have •l•o achieved increa1in9 eon1en1ua on the 
importance of r•■ i1tin9 protactloni1■ and atren9thenin9 the open, 
m~ltilatera1 tra41n9 ay■tee, an effective 1trat99y to addr••• th• 
challenge of develop■ent and alleviate the hurden of d•bt, and 
rec09nition ot th• 1eriou1 nature of the world a9rieultural ~roblem • 

• 
4. Th• Toronto lum■it provide• the opportunity to acknowled;e 
the contribution that Sum•it■ have ■ad• to international affair■: to 
,trengthen the ti•• of solidarity that bind th• Summit partnera, an~ 
to •~pr••• their 9reater awarene•• of their reapon■ ibiliti•• to the 
wider ~ommunity of aationa. · 

5. Since the Venice Summit the indu1trialized eountri•• have 
eontinued to grow atron9ly and •re now in their 1ixth year of eeonomic 
expan■ ion. !mployment has continued to expand, inflation ha1 b•en 
re,trained, and progr••• ha• been made toward the correction of major 
external imbalanc••· Th• •i~uatian of ■o•• developing countri•• wa• 
improved by the recovery in their ter~• of tr1de and ■ trong growth in 
world trade. 

, 
' 
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••· fh••• encoura1lnt econoaie develop••nt1 are c1u1• for I 
optl•l••• -~~ no, for eo■pl•c•ncy. A ftunber of eha11en9■• fact su~fflll 
1overa■■nt11 to continue narrowlnt 1•rt• external and Internal 
i ■balenc••• thfteby reinforein9 th• conditlon1 for exchanvt rate 
1tabillty, to •pur job creation and reduce the high un•~plo}'ll■nt 1n a~. · 
nuaber o! countrie1, perilcu1ar1y in lurope, to fore,ta11 any 
re,ur9anct of inflationary pre11ure1: to fo1ttr the proee11 of 
,tructural adjuatment, to re■ t1t protecttont1t pre11ure1 1nd 
1tren9then the ■u1ttlateral tradin9 ay■ tt•r and to provide •upport for 
developint countrie1 1n t~■ ir effort, to lmpl•••nt effective pr09ram1 
of 1tructural refona and ■acroeconoaie adju1taent, which woul~ 
incr•••• capital tor■atton and e••• ••t•rnal debt•1ervlelft9 
difflculti••• 

To •••t th••• ch&llen9ee, lu•lt eountri•• •u•t relftforce 
their couit■ent to cont1n~e4 •cono■ic cooperation. Thi• will enhance 
credibility, th• key to ••rket confl4tnce. 

ILlC'Y COOIDl•ATJOlf 
croecono■ lc: Pj1lci•• .. and li;char,ge ~at•• 

7. At the Tokyo and Venice luntt1 •n4 in the Group of S•v•n 
forua, the luuit eountrl•• have developed end 1tr•n9thened the 
coordination of their eeono■ic polic1••· Developaent1 1ft the wake of 
the flnanclal atrain• la1t OCtober deaon1trat• tbe effecti••n••• an~ 
re■ lllence of the arran9•••nt1 that have •••r9ed. R■9ul•r review■ of 
thel¥ pollci•• and perfor■-nc• are takin9 place in the Group of 
Seven. Me4iua t•r• objective• and pro,ectton• are belnt dl1eu■■•d for 
etoh of their eeono■i•• and for lu■■it countrte• a■• 9roup, together 
with pro1pect• for ■hort ten perfor■•n~•• •• • ba■ i1 for ••••••in9 
curr•nt econo■ic trend■• The'Su■■it weloo■•• th• pr09r••• aade in 
reftninf th• analytt~el u•• of indicator•,•• well•• the addition co 
th• eat,tint indicator• of• co■IIOdlty-pric• indicator. 

a. The auuit countrl•• bav• undertat■n • 1eri•• of fi•cal, 
aonetary and 1tructural polict•• to · fo•t•r the adju ■taent of 
intern•tional iabalance• which la underway. Effort• ln tho■• 
dtt•ctlon,, ineludln9 continued reduction of bud9etary deficit•, mu1t 
continue i! the 1ro9re11 to date 1• to be •u1tain•~• To ••nage the 
tranaition over the ■ediu■ ter• to ■ore •u■talnable econoaic and 
financial po1ltion• 1ft tbe context of non-inflationary growth, 
governaent• will follow, and where f•••tble 1tren9then, th• a9reed 
1trate9y of c,oo~dlnated effort• to reduce ■pendinf in eountrie■ with 
lar9e ezterna1 deficit• and euataln the aoaantue of 4oae■tic demand in 
co"'-fttrtee with large external 1urplu■••• 

t. 'l'he reduction of ■sternal tabelanc•• will require th• 
cooperation not only of the •u■■it countri••• but 1110 of •o■e of th• 
•••ller European econo•1•• and of newly 1nduatrialisin9 economiee· with 
large external •urplu•••· 

10, Th• exchange rate chan9•• in the i,.at three yeare, ••pecially 
the real depreciation of th• 0.1. dollar a9ain1t the Japan••• yen an~ 
the ■ajor European currenci•~• hav• played a ~•jcr role in the 
adjuatment of real trade balanc■■• '1'1\e sumait •hould reatflr• that 
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either excea11ve fluctuation of eachan9e rate,, a further ~•eline of 
th• dollar, or -a riae in the dollar to an extent that beco••• 
de■tabi 111in9 to the adju1t.11ant proc•••, c:ould be countarproduct 1 ve by':'. ·. 
4aaatlnt 9rowth pro1pect• in the vorld economy. 

lttuotural llefor•t 

11. 1nterftationa1 cooperation 1nvo1Ye1 ■ore than macrotcono■ie 
pollel••• lu-it eountrt•• haY• tncrea1in9ly bttn concerned with 
aonitorin; and pro•otift9 1tructural pollci•• which co■pleaent 
■acroeconoaio pollciee, en~aftea their effeetivene,,, and provide the 
lM111 for ■or• robu1t 9rowth. tn 10 doing, they facilitate the 
1eetoral adju1taent ■ a11ociated wit~ the correction of external 
iabalanc••· 

12. Su■■it count.rte■ ehou14 welco•• the further developaent ot 
the OICD'• •urveillance of etructural refor•. luch 1urveill•nce would 
be particularly u■•ful In 1aprovin9 public und•ratandlnt by lncr•••ing 
~r■n1par1ncy. Por ••••ple, laproved 1n1ly1ia and ■onitoring of 
gove~u•nt 1ubaidi1• to indu1try and a9rlculturt VO\lld reveal their 
i ■paet on 9overnaent bud91t1, eon1u■er pric• ■, and lnternatlonal trade. 

lJ. Sua■it countrie• ehould ••plor• other way• of 1tren9thenin9 
th• ■o■entua for 1tructura1 reeora, for ••••ple, by poliel•• vhlch 

~ ■ltit•t• tha 1ocial and r19ional co■t1 which auch refor• ••Y en;•n~er, 

14. Afrieu1ture remain• one of the ■o■t 1eriou1 etructural 
probl••• in bath dev•loped and developlnt countri••• It ia critically 
1•portant that •ncoura9in9 policy refor■ effort• undertaken by• 

. nu■b•r of partl•• be reinforced throu9h further poaitlv• aetton by all 
au■ait countri••• The priaary objecti•• of agriculture in all our 
co~ntri•• 11 to 1ati1fy the de■and for food in th• aoet econo•ic way 
po11ible. Other t ■portant objeeti•••• ■uch a• 1atl1factory level• ot 
fara lnco•••• the pra■ervation of rural couunitie■, and •nvlron~•ntal 
protection, can be •chleved without 4l1tortin9 production or ■arket 
decl1i0n■• 'ffie lueait ahould we1co■e the OICD' ■ incr••••d ••Pha11 ■ on 
1truotura1 1d,u1t■ent and developaent in the rural eeono■y. 

15. Pinanaiel and t•chno109ieal iftnovation• ar• rapidly 
intetratin9 financial aarket• internationally, eontributint to a 
better alloc:at.lon of capital but al ■o lnc:rea1Sn9 the •peed and extent 
to which dieta~banc•• ln on• country ■ay be tran■■ ttted to other 
countri••• sua■lt countrie• ■hould continue to oooperate a■ongst 
tb••••lve1 and with other countr1•• in th• exaalnation of th• 
functioning of the global financ:ial ayate■ , includln9 aecuriti•• 
■arJcet1. .. 1,. lu■■it countri•• will continue to pur1u1 1tructural r•form• 

~ bf• re■ovin9 barrier,, control• and rqu1at1on•r 1ncreaain9 expo•ure 
to ■arket coapetltionr removing d11lncentlve1 to work, ••ve, and 
inve■ t 1uch •• through tax refor■, and by iaprovlng hu■an resource 
develop111ent through •ducat ion and training. In thl• eonte,rt, th• 
■pec1fic prtoritl•• that Su■m·it countri•• have identi fled bav• been 
out11ne4 in the attached Annex. ~ 
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NUt,TlLATIML TMDI•o SYs-rat/UlUOUAY ROUVD ·-
1,. To reali&e fully the benefi~• of atr~ctural polieie1 to 
liber1lic• ■arketa and enhance co■petition, it 11 crucial that an op•n 
international trading ■y■t•m be maintained. T'hu1, • 1ucce11ru1 
Uru9uay JtoQnd i• oe critical iaportanc•. 

18. A 1uccea ■ ful Uru9uay Round will •••ur• the int~rity of an 
open, prtdictabl• ■ulti1atera1tra~in91y1t•• ~•••don ~l••r rul•• of 
the road, peraittint trade espan■ ion to r••u■e ita role•• the engine 
of world econoeic 9rowth and developm~nt. At Punta d•l Eat•, 
Miniater ■ ooa■Stted the■ae1v•• to further trade liberali&aticn acroas 
th• wid• range of 9ocda and ••rvice1, including auch new •r••• •• 
trade-related intellectual property •nd trade-related inve■ cment 
aea1ur11, and to 1trencathen th• •ultilateral tradin9 1y1tem. 
Countri•• muat continue to re1i1t protectioni•• an4 the temptation t~ 
adopt unilateral ■ea1ure1 out1id• the fra■ework of GATT rul••· 

19. ludit leader■ •hould welcome th• Fr•• T-rade Aqr••••nt 
between Carta4a and the USA, negotiated and concluded under th• GATT, 
which 1hould ••rve •• • cataly•t for Pt09r••• in the Uruguay Kound. 
Thay 1hould note the ■teadr progre•• toward the tar;et of the !uropeAn 
eoaaunity to cc■plete the ntarnal .. rket by 1992. suaait leader• 
•hou~d affira tbat th••• develop■ent1, together vith other aove1 
toward regional cooperation in which they are involved, would not 
weaken but rather 1upport the open, ■ulti1ater•1 tr•ding sy,tea and 
t~• liberalising l ■pact of th• Uru9~ay Round. 

20. Accor4ln9ly, 1tren9tbening the QAft it•elf, particularly 
aurveillance of trade polloi•• and di1pute ••ttle■ent procedure,, 11 a 
high priority. Th••• objective• require the OATT to becoa• a ■ore 
aynaaio and policy crient•d organization, with 9reeter Mlni1terial 
involve■ent, and ■tr•n9thened linka9•• with other international 
or9ani1ationa. To en■ur• th•t di•pute1 are r••olved •P••dily, 
effectively and equitably, OAft di•ciplin•• ■u•t be tightened ■o that 
■embeta accept their obli9atlon•, and •neure that recommendation ■ on 
diaput• ••ttl-•nt ere iaple■ented. 

21. The future role o! developing an4 newly indu1triall1inq 
econo■i•• (Illa) in the GAT'l' ay■t•■ ■hould al ■o be a aajor p•rt of 
thi• 111 ■ 1a9e.- Both 4eve1opin9 and c!aveloped countrl•• ■hare an 
appreci•tion tbat trade can play• key rol• in d•velopment. 'nle 
developing coun~ri•• (e1peclally the stz,>, •hould be encourag•d ta 
undertake tncrea■ed co■■it■ent• and obligation• and a 9raatar role i" 
the GATT, cou•n•urate witb their lmpcrtance in international trade 
and the international adju•t■ent proc:•••, ••well•• their r••p•cttve 
1ta9e1 of developaent. Zqually, devalope4 countrl•• •hould QOn1ider 
what th•y ar• prepar.s eo do ta •••t the le9itimate need of developing 
countri•• for 9raater, ■ore ••cure ace••• for their export•. 

22. Nowhere .1• the need tor progr••• ■ore evident than in 
a;ticulture ... flectin9 the ~tear t•r•• of refer•n~• provided hy the 
Punta d•l !ate Decl•r•tion and the political impetus provided by the 
1987 OECt> Minlaterial and th• Venice Bc:onoaic lummit, 900d proqreae 
wa• •ade duriDg 1987 in the Uruguay lound ne9ottatton• on a9riculture, 
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with the tablln9 of .. jor propo•al1. Continu•d pclitical 1upport a"d 
iapetu1 11 •••lfttial to underpin the po11t1cal1y difticult effort• at -:: .. · 
do•••tic policy r•for■ and to adv•nce th• equally difficult and 
related proc••• of eoaprehen ■ ive agricultural trade refor~. 

23. It i• nec••••ry to tn■ure that the Nid-Tera Review ln 
Montreal in Dece■ber, 1988 1pur1 the ne9otiatin9 proce11 in thi1 a• in 
other field ■• Su■■it countri•• ■ho~ld •9r•• on a fraaework 1pproach, 
including 1hort ••well•• long t•r• •l•••nt1 ~hieh will pro■ote the 
refor• proc••• •• launched 1a1t year and relieve current etrain ■ in 
agricultur•l ••rket ■• Mor• preci1ely, thi ■ would be facilitate~ hy 
a9re•••nt on the ••••ur11 to be included ln a d•vic• for the 
aea1urement of ■uppcrt and protection, 1uch •• a ■odified producer 
1ub1idy equivalent, and on the trade lib■ralization target. Al10 in 
thi1 context, way• •hould be davelop•d to take account of food 
1ecurity and aoc:ial concern•. Any •hart ter■ ■ea•ur•• would need to 
be a downpayment on the aehievement ot long t•t• 9oal1. The objective 
of th• framework vould ha to ••k• th• agric~ltural 1ector •or• 
re1pon•iv• to ■arket ai9nal1. 

Z4. ~ the Uruguay Round enter, a aore difficult pha■e, lt i• 
vital to enaur• the aomentu• of th••• ••bltiou, nevotiation,. The 
Mid-Tera ~••l•w wlll provide• unique opportunity to ,end a credible 
political 1l9na1 to the trading world. Th• gr■ateet po■■ibl• advance 
■uat ~• ••d• in the aonth• to co■e, ln •11 ar••• of the ne9qtiation1, 
10 •• to reach befor• the and of th• year the 1ta9e where tangible 
pr09r••• can be re1i1terd. To ~his en4, the lu■ait count~tea urge all 
participant• to •••k to a9r•• durin9 that period on fraaewor
approach•• in the n99otiation■• CTh••• inetud• fundamental reform of 
OAff rul••• aarket ace•••• agriculture, trade in ■erviee•, trade 
relat ■d intellectual proparty and trade relatad tnve,taent ••••ure■.) 
ror their part, su■■lt countrt•• are com■ltted to en1ure that the 
Mid•T•rm ltavi•w eetabli ■h•• • •oltd ba.ae for th• full and eo■plet• ,~ce••• of the n990ttation•, in accordance vitb th• Punta del !ate 
ceclatation. 

25. sumal~ countrle■ all r•aopice the critical and •xpan~lng 
role of international inve1t■ent in the world ecano■y. They ■hare• 
deep concern t~at incr••••d protectiont,■ would under.in• the benefit• 
of open inv•1t■ent poliai••• Gavern■ent• •hou14 a1pre11 their re1olvt 
to pr09re11ively 11berali&• international inve1t■ent pcllci••• 

•WLY IIIDUSTaIALIZr•o 1co•ON1U 

26. Certain n■wly•indu•trialisin9 econo■l•• (WII■) ift the 
Aaia-Pacific re9ton have beco■• lncreaaingly laportant ln world 
trade. Although th••• econo■i•• differ in ■any important re1peet1, 
they ere all charaeteric•4 by 4ynaaic, ezport•l•d growth which ha• 
allowed t~•• to treble their ■har• of world trade 1ince 1960. Other 
outward•ortent-1 A•ian countri•• •r• a110 beginnin~ to ••er9e •• 
rapidly•growing exporter• of -nufactur••• tntra-r.gional inv••tment 
and trade are creating 9reater interdependence am0n9 the econoei11 of 
the r•qion. 



~ 

~ 

a 

fl, 
27. With lncr••••d econo■ ia iapor~anc• co~• greater international . 
re1pon11bf.lltl,a and a 1tron9 aut~al intere ■ t in enhanc•d ~:-· 
cocperation. Th•r• 11 a need for improved conetructive dialo9u1 
between the lndu•trlalis•d eountriea an~ th• A1ian Nt!1, •• w•ll •• 
the oth•r outward•orient1d eountri•• in the region. Th• dialogua 
■hould centre on cooperative effort• in the neat ter■ to achieve th• 
international adju•t■ent n•c•1aary for 1u1tain1d, balanced 9rowth of 
tha world economy. The development of inform•1 proe••••• which would 
facilitate aultllat•r•l di1cu11ion1 of i11ue1 of ■utual conc•rn 1uch 
•• aacroeconc■ic, trade and 1tructural adju■ taant poltci•• 1hould be 
encoura91d. 

Dsvm.0Pl■G CW■t.cxa A110 011T 

28. The perforaanc• of daval0pin9 countri•• and their rol• in 
world trade h••• beco■• increa1in9ly important to the world economy. 
flie 1ituation of individual developing eountri•• vari•• widelyt many 
1till face ••rio~• economic diff1culti••• Central to the pro■p•ct• of 
all ia a 91obal economic environaent conducive to 1tron9 and 
■u■tainabl• growth, an open tra4in9 •Y•t••• adequate financial flow, 
and, ■01t l■portantly, a co■■lt■ent by debto~ eountrie• to appropriate 
econoalc refora. 

• 
29. The .. rket-oriented, 9rowtb-led 9frategy ba■•d on th• 
c••••by•c••e approach for dealing with the debt proble■1 of the highly 
indebted ■i4dle-ineo■e ecuntrle• reaeln• the only viable 1tr•t•ff• 
Thi• ,trat•tY h•• achieved ■i9nifieant pr09r••• ln • nu■b•r of•~•••• 
- ■any indebted countriea have begun th• proc••• of ■acroaconomic 

adjuet■ant and atruetural refora nece11ary for 1u1tained progre11, 
encoura9in9 the return of t1itbt capital and new inve•taent flow1; 

lending fro■ official 1ouroe1 ha• continued to grow at• 
at9nificant rate, 

- th• •••nu approach• ha• continued to •spend and ha• faeilltated th• 
channe1llfflJ of co■■•rclal ban- lending into productive u1e1, and 

the risk to tbe international financial ayat•• ha• been 9reatly 
le•••n•4 •• eo■■ereial bank• have etrength•n•~ their financial 
po1itlona. 

30. Prograaa ~ovar4 a la•tint eolution, howev•~• ha• b••n •lower 
than earlier espeeted. Bi9h debt ratio, per•i ■t and the ret~rn to 
creditworthln••• tor ■any co~ntrl•• re .. ln• 4i ■tant. 'Mi• financing 
•it~•tion 9anerally 1 ■ espec~•d to re■ain difficult. 

31. Official financing and the international financial 
inatit~ti0n1 have played and wilt continue to play a ceatral role in 
the debt 1trate9y1 

• 
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- throuth the Part ■ Club, over us•7J billion of principal and 

inuere1t hawe Men con1olidated 1ince 1983. !1port credit agenci•• 
will contift'le to play • flexible role in promptly re■u■ tnt or '!:-. · 
increaeinf cover !or countrl•• which are iaple■entlng compreh•n•ive 
adjuat■ent pr09raa1r 

- the us•1,.a billion General Capital Iner•••• (Oct) for t~•· Worl~ 
S.nk will 1ub1tantlally incr•••• available re1our~••• Speedy 
approval and 1ub1crlption to the GCI by all 9overnaent1 i• 
e1eentia1, 

• the aodifi-4 btended P~nd facility (!l'P) o! the IMJ will 1upport 
eapha1i1 an ••diu■•ter■ ■tructurel adju■taent. Alao, the 
incorporation into fund pr09ram■ of external contingency ■eehani1•• 
would •••i•t eountriea to adhere to their adju1taent program• in 
the face of unexpected adv•r•• titernal •vent ■• 

32. eoaaercial bank• hold ne•rly two-third• of th• ezternal debt 
of the ■iddle-inco•• countri••• and their continued involvement in the 
de~t 1trat•CJY ie •••en~lal. In thi• regard, th• World lank and IMP 
can play an l ■portant catalytic role in aobilisin9 additional 
finenoin9 froa private (and official) aourc•• in 1upport of debtor 
eountri••• adjuat .. nt pr09ra■■• 

3J. In recent year■ there hae ba•n incre••in9 recour•• to 
innovative financing teehniqu••• Th• l•portant charact~ri•tlc1 of 
th••• technique■ are that they ar• voluntary, ur~et-ortented, and 
applied on a c•••-by•ea•• 'ba1i1. The •~•nu approach• h•• en9endered 
new financial flow■ and, in 10•• ca•••• redu~ed the exi1tin9 ■toe~ of· 
debt. tt'he fleaibillty of the pr•••nt atrat99Y would be enhanced by 
the further bro•d•nin9 of th• ■enu approach and the encoura9eaent of 
innovative financing technique• to taprov• the quality of new lending. 

34.. International dir.ct inveataent can play an iaportant role in 
1purrin9 econo■ic growth and alleviating debt probl••• in developing 
oountrie1. Accordingly, developing countrie•, for their .,.rt, ahould 
welcome and encourage auoh inve■t■ent. Th• po•ltlv• contribution that 
the Multilateral tnveet■ent Quarant•• Aqency and the lnternetional 
finance Corporation ere Hklnt 1n eti■u1at1n9 international direct 
inve1t■ent ahould be eftco~r•t•d• 

Debt of th• Paor••t 

ss. fli• debt burden of the pooreat developlnt countri••• 
e1pecially in lub-Saharan Africa, 1 ■ part of a broad•r developmental 
el\a1len9• chat require• the developinv countri•• to per1i1t with 
1trong adju•t••nt ■eaaur•• •114 developed countri•• to provide adequate 
conae11ianal a1at1tance. Protr••• in dealln9 with th• debt burden ha1 
bean eneoura9in9 over the pat 1•ar1 

'\ - th• recent enhancement of the IMP'• Structural Adjuataent Paeility 
br SOR 4 billion will aub•tantially increa1e fund■ available on 
h 9hly conc•••ional ter■I for low•inco■• c0untri•1 undertaking 
■tructural refor■ s : 

./' 
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• the Wor14 l•nk, in' ~onjunctlon with ODA agencte■, ha1 put in place 
an ·•nhanced·tr09ran of co•finan~ing aimed at the poore1t 
countrl••· 1'h• donor• have announced a total contribution 
1mountin9 to us••·• billion for the period 1981/90, 

,,1, 

- th• fifth repl•niahment of the African Development Pund h•• reached 
a to~•l uount of approxiaately us•3 billion, 

• Pari1 Club creditor■ are re1chedultn9 d•bt at extended grace and 
repayaent period•• 

'M\e firet thr•• initiative■ ll1ted above will IIObill&• • total of ■ore 
than us•1s billion ift favour ot th• poore1t and ■01t indebted 
eountri•• undertaking an adju1t~ent effort over the period 1988/90. 
Out of thie total, US$15 billion will be channelled to ■ub•Saharan 
African co~ntri••• The bulk of it will help finance adju■t■ent 
pr09r•••· 
36. ?n c•••• wh•r• it i1 extremely d1ffloult for countri•• to 
■eet th•ir 4ebt-1ervice obll9ation1, an ln~r•••e in conce11iona1 
re■ourc• flow• will be nee••••ry to help tbo■e countrl•• re1u■• 
1u•tained 9rowtb. One propotal i• to reechedule th• ccaaerci•l debt ■ 
of th• pooreet eountrie• at concee,tonal intereet tat••• An 
alternativ• t, for official creditor• to choo•• betw••n ehort•r 
r•payaent period• at concee1iona1 rat•• and lon9er repayaent period• 

~ at couercia1 rat••• Thu•, the adoption of option■, a• ln th• ••nu 
approach; to allow creditor■ the choice to offer conc•••ional iAtere1t 
rat•• with 1horter maturity p•rlod• would b• • po•ltiv• d•v•lop■ent. 
The relief provided would be edditional to countrie•' ••1•tin9 al~ 
protr•••• 
37. Other technique• for reducing the burden of debt ••rvice 
•hould alao be explored, includint the provi1ion of 9rant■ for 
countrie• underta-in9 adju■ta•nt ■, and further · ooA debt canc•llation. 

ffl'UII fONMt'N 

31. 'l'h• challenge tor future lu■■it• r• .. in• th••••••• that 
confrontin9 leader• today, cop1m, •ffectively with change in an 
ingr•••in9ly iaterdependent world. There ia a proven way to achieve 
thi• -- thro..a91P~ evolutionary proc••• of improved lnternetional 
cooperation. fa particular, we ■hould ••••in• the opportunitl•• for 
1trengthening hllait cooperation in, i ■provln9 coordination of 
•cono■ic policiee, atrivin9 fo~ • ■or• open international tradin9 
1y1te■ 1 inten1ifyin9 effort• in favour o! p00r and indebted 
oountri••1 and extendin9 intetnatlon•l cooperation to other ia■ue1 •• 
th•J •••rge. Ba1ed on the le110na learn-4 fro■ pa■t luaait•, th••• 
wil b• aaon9 the ••in ta•k• of futur• on••• 

••••••••••••••••••••••••••••• 
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In add1tton to •ccno■ic Mattera, the leader■ h•v• di1cu ■ ted 
otber" l 11u•• a -- ... · 

z. 

~ 3. 

DIUGI 

Protection and enhanceaent of th• environ••nt i• ••••ntial. 
'l'h• report of · the World Com■ i1 ■ ion on lnvtrcn■ent and 
Development ha■ 1tr••••d that environ•ental con1ideration1 ■u■ t 
~e 1nte9rat•d into ell ar••• of econoale policy•••~in9 if th• 
globe 11 to continue to 1upport humankind. SuMait countrie ■ 
endot•• it• concept of au,tainable 4evelop■ent. 

Threat■ to the •nvitonment recogniz• no boundari••• 'l'hetr 
urgent nature require• 1tr•n9thened lntern•tional cooperation, 
not ••rely ••on9 the indu ■ triall1ed countri••• but betwetn teat 
and •••t, aa4 Nortb and •louth. Significant pro9re1 ■ ha• been 
achieved in a nuaber of envtroftm•ntal areaa. fl\e Montreal 
Protocol on Sub■tane•• that D•Pl•t• the Osone Layer i• a 
all ■1tone. All count~i•• ahould be •ncoura9ed to 1i9n and 
ratify it. Co■pletion o! ne9otiation■ on a ptotoeol on 
••l•■ione of nitr09en oside1 within the fra■ework of th• Geneva 
Convention on Lon9-ran9• Tr■n1boundary Air Pollution t• 
i•portant. 'l'h• effort ■ of UNIP for an agr••••nt on the 
tranafrontier 1hipaent of hasardo~• waat•• are w•leoae and 
encour•g•d. 

Purt'her action i• needed, Global cliaate cban9e, air an~ vat•r 
pollutitffl, ha1ardou1 aubatanc■ 1, deJore1tation, and endangered 
1pecie1 r•quir• priority attention. A worldwi~• eon1clo~•n••• 
■u1t be developed and ■aintaine4 to counter threat, that 
4i■ini1h the herlt•t• of bu■anldnd. ln thil connection, tl\e 
su■■it aountrie1 welc::o■• the e1tabli1h■ent ot an 
inter9overnaental panel on global ali■at• chan9e ~nder th• 
auapie•• of the U■IP and the 'HMO. The Suaait welco■•• th• 
conferene• on the Chen9ln9 Atmoeph•r• to be held in ~oronto. 

4. Illicit narcotic• traffickln9 po••• 9rave rt1k• to the peoples 
of lu-it coantrt•• ••well•• to the peopl•• of eo~rc• and 
traneit eoufttri••· Ther• ia an ur9ent need tor improved 
1nternatloaal cooperation ln all appropriate for• on pro9r•~• 
to eount•r all f•e•t• of the illicit dru9 probl••• in 
particular, production, tra!fictln9, and financing at th• drug 
trade. Th• co■plewity of the probl•■ raquir•• not only 
reinfore•••nt oi pr•••nt effort, but a110 additional 
international approach••• In thi• re•pect, we look forward to 
the 1ucc•••ful negotiation ln Vienna In •oveaber of• United 
Nation• Convention on illicit trafficking. 
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5. The su■■lt 1110 could con,ider 1upp0rtin9 an initiative of th• 
aovernment of the united Stat•• to convene a •P•cial taak !ore• 
co■pri••d of ••nior foreiqn affair,, enforcement, finance and 
other appropriate offici•l• fro• lu■■lt countri•• concerned 
with the fight 19ain1t narcotle1. 'l'hl• taak force 1houl4 
propo•• ••thod• of improvln9 cooperation in all ar••• including 
national, bileteral and ■u1t1lateral •ffort■• 

IUIWI non1n IClDlc:B PltOGIWC 

6. •• note the ■ucce11ful conc1u1lon of Japan'• f•a■ ibility ■ tu~y 
on the Bu■an rrontier Pr09ra■ and are grateful for th• 
opportuniti•• our ,cientiet• were given to contribute to the 
•tudy. we look forward to th• Japan••• 9overn■ent'• propo1al 
for th• l ■pleaentation of the progra■ in the near future. 

■IOl1'JllCI 

7. 

• 

We note ~h•t, •• part of the contlnuint review of th• ethical 
lep11catlona of develop■ent1 in th• life ac1ancee, th• Italian 
9overnaent heated the fifth conf•~•nae on bicethte• tn April 
1988 and welco•• th• in~•ntton of the luropean coaunity to 
hoat th• 1izth conference in the 1prln9 of 1919 • 

,,,, .. 
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·-lurope i• purauln9 1tructur1l relona to eo•Pl•~•nt · 
aacroeeollO■ia polici•• in arder to •pur job ereation, •n~ance 
9rowth potential, an~ •chleve • 1uatainable pattern of ••tftrnal 
ba1anc••• Structural refor~ ••••urea are btin9 put into place 
in the fr•••w~r- of th• co■aunity progra .. • for• unifi•~ 
internal ■arket by 19921 in~ludin9 full 11berali1ation of 
capital ■ov•••nt1, re■ovel of phyeieal, ad■ini1~rativ1 an~ 
technical harrier, to allow the full mobility of per,on■, 9ood1 
and 1erviee1 and an improv•••nt of coapetition policy. 
However, full achieYe■•nt will depend on tl■•lY i ■p1ementatton 
and on 111ociated re9lonal and 1ocial polici••• 

!he ••in el•••nta of Qeruft)'•• 1tructural reform■ are tax 
~•for■ and reduction, deregulation and privati&4tion, reforM of 
the po•tal and teleco■aunicatton• ■y1te■, increa1ed flexibility 
in the labour aarket, and reform of the eoclal 1ecurity 1y1tem. 

- In france, the aain 1truetural retor■• will deal wit~ 
iaprovin9 tbe level of education and prof•11lon•l trainin; and 
developaent for worker,, th• refora of ftnanota1 ■ark•t■, and 
th• elaboration of fi ■cal incentive■ to innovation an4 to 
productive inveet■ent. 

.. Italy will •••k to proaote training and education, incr•••• 
th• fleaiblllty of ~h• laboUr ■arket to 1pur e■ployment, 
i■prove the functioning of fin•ncial ■arketa, r•vl•• the t~x 
■yatea to proaote efficiency and ell■inat• 411tortlon1, and 
enhanc• public ••ator efficienay. 

- Th• United Xint4o• ~•• been pur■uin9 a •u~•tantial pr09ra• of 
tax refora, deretulatton, the openint up of ••rket1 and the 
priYatiaatton of 1tat• lndu•trl••• and will continue th• 
progra■ throu9h further ••••ur•• to i■prov• the flezihllity of 
the worktorGe thro119h e4ucatlon, trainift9, and other actiona. 

·· - Ja,-n will pur•u• !11rther •tr~ctural refor•• to ■upport and 
•ueta1n tbe yreater reliance on do■e■tie de■and•led 9rowth 
wbleh h.._ Cl'I c1cene4 reaarlcably o••r tbe paat year. ,Japan wi 11 
prc:n1ot•·-r•fM■ of 9over1111eet r99u1•ttona in lcey 1ec:tor1, 
ineludintf•triculture and land uae pellet••• th• 4l1tribution 
1y1te■ •DI the taa 1y1t••• 

- Por the United State•, where reeen~ indication• that the 
declinint trend ln private ■avtng■ ••Y have bOtto■ed out are 
enooura9in9, 1t i• agn•~h•1••• • priorl,y to incr•••• 
incentive• to••••• Al■o the Unit•d Stat•• will 1tren9th•n the 
international competitiv•n••• o! it1 lndu1trial ••etor. 

The 1101t pro■i1in9 ar••• of atruotural refora in Canada are 
iapl•••ntatlon of th• second 1ta9• of tas refor■, th• prop01ed 
li1'eralization of the financial 1ervice• ••ctor, and, •o•t 
i■portantly, the iapl•••ntation of the P~•e ~rad• A9reement 
with the Unit•d ltat••• · 

,,. . . 
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BACKGROUND PAPER 
CANADA 

Economic Overview: Strong growth, improved employment. 

Canadian economy continues strong 3.5 percent growth; 
inflation moderate at 4 percent; unemployment at 7.7 percent, 
lowest since 1981. 

Higher world raw materials prices will favor Canadian 
resource sector. 

Good fiscal management to reduce deficit, tax reform, and 
privatization and deregulation of broad sectors -- including 
aviation and banking -- should lead to improved economic 
performance. 

Free Trade Agreement ratification process underway; scheduled 
to enter into force January 1, 1989. 

Political Overview: Tories' popularity again on slide. 

After closing gap as result of conclusion of FTA and Meech 
Lake Constitutional Accord, Tory party support again slipping 
in public opinion polls. 

Opposition Liberal party leading in polls, although party 
squabbling makes leader's position uncertain. 

Mulroney looks to Economic Summit to bolster image prior to 
elections still expected this fall. 

Canadian Views on Summit Issues 

Canadians share our desire for less-structured Summit, with 
more informal sessions among the leaders and communique 
reflecting topics actually discussed. 

Canadians keen to discuss agricultural subsidies and Bush 
initiative on international drug trade. 

Sherpa Sylvia Ostry interested in discussing a proposal that 
GATT monitor microeconomic factors similar to how IMF 
oversees macroeconomic policies. 

Mulroney has expressed his interest in having this be a 
Summit of unity, without divisive issues; thus, he is 
unlikely to raise South Africa • 

.CONFIDE!i':FIAL 
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BACKGROUND PAPER 
JAPAN 

Economic Overview: Strong domestic growth, low inflation, 
declining trade surplus. 

Economy has adjusted well to strong yen: robust domestic 
growth in 2nd half of 1987 expected to continue in 1988: 
private consumption and investment are expanding briskly: 
public sector slows: solid growth and continuing external 
adjustment forecast into 1989. 

Inflation under control: 0.1% in 1987, 0.8% in 1988. 
Unemployment down to 2.6%, from recent peak of 3.2%. 

Fiscal/monetary policies support domestic demand growth: tax 
reform under consideration: privatization is proceeding along 
with gradual financial market liberalization. 

Trade surplus shrinking: in 1987 export volume rose 0.3%, 
import volume up 9.3%: trend to continue: GOJ estimates JFY88 
external surplus will fall to 2.6% of nominal JFY88 GNP 
against about 3% in JFY87. 

Political Overview: 

Ruling LOP enjoys large majority, supports strong U.S.-Japan 
cooperation, solidly behind Prime Minister Takeshita. 

But Takeshita must deal gingerly with issues affecting LDP 
interests -- beef and citrus, tax reform. 

Japanese leaders gradually gaining confidence, are pushing 
Japan to more active international role, including 
substantially greater economic assistance. 

Japanese Views on Summit Issues 

Want a strong statement against protectionism: will support 
continued progress in the Uruguay Round but with no 
enthusiasm for accelerated agreement _.on agriculture reforms. 

Expected to support policy coordination process to stabilize 
exchange rates: will support call for intensified attention 
to structural issues as complementary to· appropriate 
macroeconomic policies. 

Will stress growing importance of Asian NICs and need for 
better dialogue with them: will highlight increased aid 
commitments and efforts to help LDC debtors • 
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support concept of multilateral assistance program for the 
Philippines. 

May seek Summit endorsement of GOJ's Human Frontiers Research 
Program. 
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