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MY TwWO IPTS

OECD MINISTERIAL COUNCIL

FOLLOWING IS TEXT OF COMMUNIQUE ISSUED AT THE END OF THE
MINISTERIAL COUNCIL

COMMUN | QUE

i. THE COUNCIL OF THE OECD MET ON 17TH AND 18TH APRIL AT
MINISTERIAL LEVEL. THE MEETING WAS CHAIRED BY MR TURGUT 0ZAL,
PRIME MINISTER OF TURKEY. THE VICE CHAIRMEN WERE MR FRANZ
VRANITZKY, MINISTER OF FINANCE OF AUSTRIA, MR FERDINAND LACINA,
MINISTER OF PUBLIC ECONOMY AND TRANSPORT OF AUSTRIA, MR PEDRO
PIRES DE MIRANDA, MINISTER OF FOREIGN AFFAIRS OF PORTUGAL AND MR
MIGUEL CADILHE, MINISTER OF FINANCE OF PORTUGAL .

g5 MINISTERS HEARD A JOINT STATEMENT BY THE CHAIRMEN OF THE
BUSINESS AND INDUSTRY ADVISORY COMMITTEE TO THE OECD (BIAC) AND
THE TRADE UNION ADVISORY COMMITTEE TO THE OECD (TUAC) EXPOSINC
THE IR COMMON CONCERN OVER THE LEVEL OF UNEMPLOYMENT, THE NEED FOR
GROWTH AND THE NEED TO RESTORE THE MANUFACTURING BASE IN THE CECD

AREA.

3. THE FOLLOWING RECORDS THE CONCLUSIONS AND AGREEMENTS
REACHED BY MINISTERS.

L. THE OVERALL ECONOMIC SITUATION IN OECD COUNTRIES 1S
IMPROVING. AND DESPITE CONTINUING CONCERNS AND DIFFICULTIES,
THERE ARE GOOD GROUNDS FOR CONF IDENCE ABOUT THE FUTURE.
INFLATION HAS BEEN REDUCED SUBSTANTIALLY AND APPROX IMATE PRICE
STABILITY ACHIEVED IN SOME COUNTRIES. ECONOMIC GROWTH IN THE
OECD AREA SEEMS SET TO PICK UP TO A RATE OF 3 PER CENT OR BETTER

THIS YEAR
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AND NEXT, AND TO BE EVENLY SPREAD AMONG MOST -COUNTRIES.
EMPLOYMENT GROWTH 1S LIKELY TO INCREASE. EXCHANGE RATES HAVE MoVED




MOVED SIGNIFICANTLY OVER THE PAST YEAR AWAY FROM LEVELS THAT HAD
PRODUCED UNBALANCED COMPETITIVE POSITIONS AMONG COUNTRIES, AND
HAD CONTRIBUTED TO INTERNATIONAL CURRENT—ACCOUNT IMBALANCES.
INTEREST RATES HAVE COME DOWN SUBSTANTIALLY IN NOMINAL TERMS,
ALTHOUGH LESS SO IN REAL TERMS SINCE INFLATION HAS ALSO

DECLINED. HOWEVER UNEMPLOYMENT AND ESPECIALLY YOUTH UNEMPLOYMENT
REMAINS AT VERY HLGH LEVELS IN MOST OECD COUNTRIES. MINISTERS
WERE CONCERNED THAT IN MANY COUNTRIES THERE HAS NOT BEEN
SIGNIFICANT CHANGE IN THIS SITUATION UP TO NOW.

S5e LOWER OIL PRICES ARE CONTRIBUTING TO THE FAVOURABLE
MACRO-ECONOMIC SITUATION, BY SIGNIFICANTLY REDUCING INFLATION,
RAISING REAL INCOMES IN OIL IMPORTING COUNTRIES, AND PROVIDING AN
ADDITIONAL STIMULUS GENERALLY TO ECONOMIC ACTIVITY WORLDWIDE,
ALTHOUGH THERE WILL ALSO BE NEGATIVE IMPACTS FOR SOME ENERGY
EXPORTING COUNTRIES. MORE FUNDAMENDALLY, OECD COUNTRIES ARE
BEGINNING TO REAP THE BENEFITS FROM CONCERTED EFFORTS TO IMPROVE
THE FUMCTIOMING OF THEIR ECONOMIES, TO REDUCE DOMESTIC
IMBALANCES, AND TO STRENGTHEN INTERNAT IONAL CO=OPERATION.

6 OECD GOVERNMENTS INTEND TO TAKE ADVANTAGE OF THESE
FAVOURABLE CONDITIONS TO PROMOTE A STRONGER GROWTH TREND OVER THE
MEDIUM TERM WITHOUT REKINDLING INFLATION. SUCCESS IN THIS EFFORT
WiLL HELP IN THE PRIORITY TASK OF SUBSTANTIALLY REDUCING PRESENT
VERY HIGH LEVELS OF UNEMPLOYMENT. IT WILL CONTRIBUTE TO STRONGER
GROWTH IN DEVELOPING COUNTRIES AND TO REDUCING INTERNATIONAL DEBT
BURDENS. IT WILL FACILITATE EFFORTS TO BRING ABOUT MECESSARY
STRUCTURAL ADJUSTMENT, PARTICULARLY IN SECTORS -PLAGUED BY GLOEBAL
EXCESS CAPACITY. IT WiLL ALSO PROVIDE A FAVOURAELE ENVIRONMENT
FOR STRENGTHENING THE OPEN MULTILATERAL TRADE SYSTEM = WHOSE
EFFECTIVE FUNCTIONING 1S OF FUNDAMENTAL IMPORTANCE TO THE WORLD

ECONOMY .

Te A STRONGER GROWTH TREND CAN BE ACHIEVED THROUGH
CO-OPERATIVE ACTION AMONG OUR COUNTRIES. FOUR BROAD IMPERATIVES
CAN BE IDENTIFIED IN THIS REGARD:

1) MACRO-ECONOMIC POLICIES WITHIN AND AMONG OECD
COUNTRIES NEED TO BE SUPPORTIVE OF GROWTH AND EMPLOYMENT OVER THE
MEDIUM TERM BY KEEPING INFLATION LOW AND BY ELIMINATING DOMESTIC
IMBALANCES. THEY ALSO NEED TO BE DIRECTED TOWARD REDUCING
INTERNATIONAL IMBALANCES. AND TO BE IMPLEMENTED IN WAYS THAT
PROMOTE GREATER STABILITY OF EXCHANGE RATES AT LEVELS BETTER
REFLECTING ECONOMIC FUNDAMENTALS.

1) STRUCTURAL POLICIES NEED TO BE DIRECTED TOWARDS
ENHANC ING DYNAMISM BY ENLARGING THE OPPORTUNITIES FOR PRODUCTIVE
ACTIVITY, INCREASING FLEXIBILITY AND 1MPROVING INCENTIVES.
STRUCTURAL POLICIES ALSO NEED TO BE PERCEIVED IN THEIR RELATION
T0 TRADE POLICIES: WHERE SERIOUS DISTORTIONS EXIST IN NATIONAL
MARKETS, DOMESTIC RESOURCES ARE CHAMNELLED INTO LESS PRODUCTIVE
USES, THE FLEXIBILITY OF ECONOMIES 1S REDUCED AND, INEVITABLY,
THE DISTORTIONS SPILL OVER INTO INTERNATIONAL MARKETS. INCREASED
ATTENTION SHOULD BE PAID TO TRADE DISTORTING EFFECTS OF
GOVERNMENT SUBSIDIES TO SPECIFIC SECTORS. -

s
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1) THE CAPACITY OF DEVELOPING COUNTRIES TO ADJUST THEIR
ECONOMIES AND INCREASE GROVWTH THROUGH EFF ICIENCY-CRIENTED
POLICIES NEEDS TO BE SUPPORTED BY OECD POLICIES AND IMPROVED
CO-OPERATION IN FINANCIAL, TRADE, INVESTMENT, TECHNOLOGY AND

OTHER AREAS.

) THERE 1S A NEED TO REINFORCE THE OPEN MULTILATERAL
TRADING SYSTEM, TO STRENGTHEN THE PROVISIONS AND THE DISCIPLINES,’
AND TO FURTHER TRADE LIBERALISATION ON THE BROADEST POSSIBLE
BASIS. A COMPREHENSIVE NEW ROUND OF NEGOTIATIONS NEEDS TO BE
LAUNCHED IN THE GATT TO PRESERVE, STRENGTHEN AND EXTEND THE
MULTILATERAL TRADING SYSTEM.

SPECIFIC LINES OF ACTION ARE THE FOLLOWING:

MACRO-ECONOMIC POLICIES

6. . IT IS ESSENTIAL TO ERING ABOUT A BETTER BALANCE IN CURRENT
ACCOUNT POSITIONS AMONG COUNTRIES IN ORDER TO REDUCE THE RISK
THAT SUCH IMBALANCES, WHICH REMAIN LARGE, MIGHT EVENTUALLY
UNDERMINE CONTINUED ECONOMIC EXPANSION.  THE LONGER SUCH
IMBALANCES PERSIST, THE MORE DIFFICULT THEIR ULTIMATE

CORRECT ION. SMOOTH ADJUSTMENT REQUIRES THAT IN COUNTRIES WITH
LARGE CURRENT ACCOUNT DEFICITS OUTPUT GROWS MORE RAPIDLY THAN
DOMESTIC DEMAND. AND CONVERSELY FOR COUNTRIES WITH LARGE
SURPLUSES WHERE DOMESTIC DEMAND SHOULD BE SUFFICIENT TO ENSURE
THAT GROWTH 1S AT LEAST IN LINE WITH THE INCREASE OF PRODUCTIVE
POTEMTIAL AND THEREBY CONTRIBUTING MORE TO WORLD ECONOMIC
6ROWTH. THE POLICY PRIORITIES AGREED LAST YEAR REMAIN

RELEVANT. POLICY PRIORITIES INCLUDE, INTER AL1A, REDUCTION OF
THE BUDGET DEFICIT IN THE UNITED STATES, INCREASED DOMESTIC
DEMAND AND THE ENCOURAGEMENT OF INCREASED IMPORTS INTO JAPAN, AND
THE STRENGTHENING OF GROWTH IN EUROPEAN AND OTHER MEMBER
COUNTRIES THROUGH BOTH STRUCTURAL AND MACROECONOMIC POLICIES.
ACTION IN LINE WITH THESE PRIORITIES IS UNDER WAY AND WILL BE
STRENGTHENED.,  IN THIS CONTEXT, MINISTERS UNDERLINED THE NEED
FOR STRENGTHENED CO=OPERATION AIMED AT EN URING GREATER
CONSISTENCY AND COMPLEMENTARITY OF ECONOMIC POLICIES IN THE
MEDIUK TERM.  NECESSARY PROCEDURES AND TECHNIQUES FOR ACHIEVING
THIS OBJECTIVE SHOULD BE ACTIVELY STUDIED.

9. EXCHANGE RATES HAVE AN IMPORTANT ROLE TO PLAY IN
COMPLEMENT ING FUNDAMENTAL POLICY ACTIONS FOR THE REDUCTION OF
CURRENT ACCOUNT IMBALANCES. CONCERTED ACTION HAS HELPED TO BRING
ABOUT EXCHANGE RATE CHANGES IMN A DIRECTION MORE CONSISTENT WITH
ECOMNOMIC FUNDAMENTALS._ﬂTHESﬁ_CH&NGES SHOULD NOT BE HAMPERED FROM
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FULLY PLAYING THEIR ROLE IN THE INTERNATIONAL ADJUSTMENT /fRaCESS.
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PROCESS. CO-OPERATION TO THIS END WILL CONTINUE, RECOGNISING
THAT APPROPRIATE EXCHANGE RATES NEED TO BE SUSTAINED THROUGH

INTERNATIONALLY COMPATIBLE POLICIES. EFFORTS TO IMPROVE THE

FUNCTIONING OF THE INTERNATIONAL MOMETARY SYSTEM SHOULD BE

INTENSIFIED,.

10. THE CONTROL OF PUBLIC EXPENDITURES AND BUDGET DEFICITS 1S
ESSENTIAL TO ESTABLISH A STABLE DOMESTIC FINANCIAL ENVIRONMENT
AND TO PROMOTE A DURABLE REDUCTION IN REAL INTEREST RATES WHICH
WILL HELP PRIVATE INVESTMENT TO EXPAND
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AND THUS PROMOTE SUSTAINED GROWTH WORLDWIDE. IN COUNTRIES WHERE
DEFICITS ARE LARGE AND PUBLIC DEBT IS RISING STRONGLY = AND THIS
1S STILL THE CASE 1K MOST OECD COUNTRIES —— FURTHER DEFICIT
REDUCTION CANNOT BE POSTPONED. DEFICIT REDUCTIONS SHOULD BE
PURSUED IN WAYS CONSISTENT WITH THE OBJECTIVE OF IMPROVING
GROWTH. SUCH REDUCTIONS ARE BEST ACHIEVED THROUGH STRONGER
CONTROL OVER PUBLIC EXPENDITURE, RATHER THAN BY RAISING TAXATION
WH1CH WOULD DAMAGE INCENTIVES. WHERE THE TREND OF RISING PUBLIC
DEBT IN RELATION TO GNP IS BEING REVERSED, AND BUDGET DEFICITS
HAVE BEEN REDUCED SUFFICIENTLY TO RESTORE FISCAL FLEXIBILITY,
FURTHER DEFICIT REDUCTIONS MAY BE LESS URGENT. IN THIS CASE,
CONT INUED PROGRESS IN CONTAINING PUBLIC EXPENDITURE CREATES ROOM
FOR TAX CUTS. GENERALLY, MEDIUM=TERM BUDGET OBJECTIVES SHOULD BE
FRAMED MAVING REGARD TO THE NEED TO AVOID RISING RATI0S OF PUBLIC
DEBT TO GNP AND TO PRING THESE DOWN WHERE THEY ARE UNUSUALLY
HIGH. TO TAKE FULLY INTO ACCOUNT THE IMPLICATIONS OF DEMOGRAPHIC
TRENDS FOR THE VIABILITY OF SOCIAL SECURITY SYSTEMS. AND TO
CONTRIBUTE TO A SUSTAINABLE BALANCE BETWEEN DOMESTIC SAVINGS AND
INVESTMENT., MOREOVER, TAX REFORM CAN BE UNDERTAKEN TO PROMOTE
STRONGER GROWTH AND ADJUSTMENT.

11. THE MACRO=-ECONOMIC GAINS TO BE DERIVED FROM LOWER OIL
PRICES CAN PROEABLY BEST BE ACHIEVED BY ALLOWING THEM TO BE
TRANSHITTED THROUGH LOWER PRICES TO HOUSEHOLDS AND ENTERPRISES.
IN & NUMBER OF COUNTRIES GOVERNMENTS HAVE CONSIDERED IT

APPROPR IATE TO ABSORBR A SHARE OF THESE GAINS THROUGH HIGHER TAXES
IN ORDER, FOR INSTANCE, TO REDUCE BUDGET DEFICITS OR TO INCREASE
EFFICIENT PUELIC INVESTMENT, TO LOWER OTHER TAXES THAT ARE JUDGED
EXCESSIVE OR TO REPLACE REDUCED OIL OR GAS REVENUES.

i2. I[N RECENT YEARS, THE PRIMARY TASK OF MONETARY POLICY HAS
BEEN TO 2RING DOWN INFLATION AND KEEP |IT UNDER CONTROL. MANY
OECD COUNTRIES HAVE MADE SUBSTANTIAL PROGRESS. THE RISK OF A
RE-ACCELERATION OF INFLATION WILL ALWAYS PERSIST. THUS, MONETARY
AUTHORITIES WILL MEED TO REMAIN ON GUARD. IN THIS CONTEXT
CURRENT MOMETARY OBJECTIVES AND INTEMTIONS ARE SUPPORTIVE OF
SUSTAINABLE GROWTH, AND PROVIDE ROOM FOR FURTHER DECLINES IN
INTEREST RATES = PARTICULARLY IN VIEW OF THE DISINFLATIONARY
IMPACT OF LOWER OIL PRICES. CO-OPERATION AMONG MONETARY
AUTHORITIES ON THE TIMING OF INTEREST RATE REDUCTIONS CAN HELP
MINIMISE UNWANTED EXCHANGE=MARKET REACTIONS.

STRUCTURAL POLICIES




13. SUSTAINED GOOD ECONOMIC PERFORMANCE RESULTS FROM A
CONTINUING PROCESS OF STRUCTURAL CHANGE TOWARDS NATIONAL
ECONOMIES THAT ARE FLEXIBLE AND DYNAMIC, AND WHICH ARE BOUND
TOGETHER THROUGH AN OPEN AND MULTILATERAL TRADE SYSTEM FOR 60ODS
AND SERVICES, THE RAPID DIFFUSION OF TECHNOLOGY AND KNOW-HOW, AND
EFFICIENT AND INTERNATIONALLY INTEGRATED FINANCIAL MARKETS.
CONTINUED ENVIRONMENTAL PROTECTION AND IMPROVEMENT CAN AND “UST
BE AN INTEGRAL PART OF THIS PROCESS. ACHIEVING THIS DESIRED
EVOLUTION OF THE WORLD ECONOMY WILL TAKE TIME AND WILL REQUIRE
DETERMINATION TO OVERCOME THE OBSTACLES TO EFFECTIVE STRUCTURAL
ADJUSTMENT, ONE BEING THE FACT THAT IN SOME SPECIFIC INDUSTRIAL
SECTORS, PUBLIC SUBSIDIES ARE PRESENTLY HAMPERING THE
POSSIBILITIES OF INDUSTRIES TO PURSUE SOUND ADJUSTMENT POLICIES.
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DISCUSSION OF STRUCTURAL POLICIES FOCUSSED ON THE FOLLOWING
ASPECTS:

EMPLOYMENT

14, UNEMPLOYMENT 1S A WASTE OF OUR MOST PRECIOUS RESOURCE,
HUMAN POTENTIAL, AND SOLVING THIS PROBLEM 1S AN ESSENTIAL
PRI1OPITY. LABOUR MARKETS WHICH RESPOND PROMPTLY AND EFFICIENTLY
T0 THE NEW JOB OPPORTUNITIES CREATED BY GROWTH, TRADE,
TECHNOLOGICAL AND STRUCTURAL CHANGE ARE ESSENTIAL FOR THE
PROMOTION OF MORE DYNAMIC ECONOMIES AND FOR A.HIGHER RATE OF JOB
CREATION. THE CREATIVE INVOLVEMENT OF BOTH LABOUR AND MANAGEMENT
1S CENTRAL TO ACHIEVING THIS. WAGE MODERATION HAS PLAYED AN
{MPORTANT PART IN BRINGING DOWN INFLATION. CONTINUING MODERATION
WILL HELP TO SUSTAIN NON=INFLATIONARY GROWTH AND AN [MPROVEMENT
N REAL STANDARDS OF LIVING. WAGE SETTLEMENTS MUST TAKE |nTO
ACCOUNT MARKET CONDITIONS, PRODUCTIVITY TRENDS, AND THE DECLINE
IN INFLATION THAT IS TAKING PLACE. ACTIVE POLICIES TO PROMOTE
THE BETTER FUNCTIONING OF LABOUR MARKETS WILL INCLUDE, INTER
ALIA, ACTIONS TO IMPROVE ACCESS TO EMPLOYMENT, PARTICULARLY FOR
YOUTH AND THE LONG=TERM UNEMPLOYED. TO FACILITATE LABOUR
MOBILITY. TO MODIFY PROVISIONS THAT INHIBIT THE HIRING OF NEW
WORKERS. TO STRENGTHEN PROGRAMMES FOR SKILL DEVELOPMENT, AND IN
PARTICULAR TO IMPROVE THE RESPONSIVENESS OF EDUCATION AND
TRAINING TO THE NEEDS OF THE ECONOMY.

FINANC I AL MARKETS

15. THE RAPID STRUCTURAL CHANGES THAT ARE TAKING PLACE IN
FINANCIAL MARKETS IMPROVE THE OVERALL CAPACITY OF THESE MARKETS
TO PROVIDE FUNDS MORE EFFICIENTLY AND TO MEET BETTER SPECIFIC
NEEDS AND PREFERENCES, THUS CONTRIBUTING TO STRONGER GROWTH.
WHILE THIS PROCESS 1S TO BE WELCOMED, 1T ALSO HAS PARTICULAR
IMPLICATIONS FOR POLICY. THE MORE POWERFUL TRANSMISSION OF
FINANCIAL IMPULSES INTERNATIONALLY REOUIRES CLOSER CO-OPERATION
IN THE CONDUCT OF FINANCIAL POLICIES. LIKEWISE NATIONAL SYSTEMS
OF SUPERVISORY AND PRUDENTIAL CONTROL NEED TO ADAPT TO THE
STRUCTURAL CHANGES IN DOMESTIC FINANCIAL MARKETS, AND TO THEIR
INCREASING INTERNATIONALISATION, THI1S REQUIRES, INTER ALIA,

INCREASED INTERNATIONAL COMPATIBILITY OF NATIONAL POLICIES.
HzéqLLOCJVFIOhl
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ALLOCATION OF PUBLIC RESOURCES

16. IN ADDITION TO APPROPRIATE CONTROL OF BUDGET DEFICITS AND
THE OVERALL SCALE OF GOVERNMENT SPENDING, BUDGET POLICY MUST ALSO
BE DIRECTED TO IMPROVING THE EFFICACY AND EFFICIENCY OF
GOVERNMENT PROGRAMMES. THIS IMPLIES FLEXIBLE REALLOCATION OF
RESOURCES TO PRIORITY NEEDS. IT ALSO IMPLIES IMPROVING THE
STRUCTURE OF TAXATION BY REDUCING TAX RATES AND BROADENING TAX
BASES, AND BY NARROWING DIFFERENTIALS IN EFFECTIVE TAX RATES
ACROSS DIFFERENT ECONOMIC ACTIVITIES.

TECHNOLOGY

17. OVER THE LAST DECADE OECD ECONOMIES HAVE UNDERGONE
PROFOUND CHANGES IN STRUCTURE AND OPERATION WITH CONSIDERABLE
SHIFTING BETWEEN ACTIVITIES.
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TECHNOLOG! 1CAL DEVELOPMENTS, SUCH AS INFORMATION PROCESSING, HAVE
PERMITTED THE GROWTH OF ENTIRELY NEW INDUSTRIES AS WELL AS
ALTERING PRODUCTS AND PROCESSES IN MANY ESTABLISHED INDUSTRIES.
£OR THE DIFFUSION OF NEW TECHNOLOGIES TO PROVIDE THE FULLEST

PSS IBLE CONTRIBUTION TO GROWTH AND EMPLOYMENT, EFFECTIVE
TRANSFER OF TECHNOLOGY NEEDS TO BE FACILITATED AND A SUITABLE
ENVIRONMENT FOR RISK TAKING 1§ NECESSARY, AS ARE RESPONSIVE
SYSTEMS OF EDUCATION AND TRAINING., APPROPRIATE PROTECTION OF
|NTELLECTUAL PROPERTY CONTRIBUTES SIGNIFICANTLY TO THE SUCCESSFUL
CREATION AND DIFFUSION OF TECHNOLOGY AND CONCERTED EFFORTS ARE

NEEDED TO STRENGTHEN THIS PROTECTION UOR}Q!JPE- Y ML
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AGRICULTURE

18. POLICIES OF DOMESTIC SUPPORT FOR AND PROTECTION OF
AGRICULTURE HAVE SOMETIMES INHIBITED NEEDED ADJUSTMENT AND LED TO
INCREASES IM GLOBAL SUPPLIES IN EXCESS OF DEMAND. THIS PROBLEM
WILL BECOME EVEN MORE ACUTE IF TECHNOLOGICAL INNOVATION [N
AGRICULTURE |S NOT MATCHED BY EFFECTIVE ADJUSTMENT. STUDIES IN
THE ORGANISATION SHOULD CONTRIBUTE TO A BETTER UNDERSTANDING OF
THE 1SSUES INVOLVED. MINISTERS ASKED THE ORGANISATION TO
INTENSIFY THE WORK ON THESE ISSUES TAKING ALSO INTO CONSIDERATION
THE MACRO=-ECOMOMIC AND SOCIAL IMPLICATIONS OF AGRICULTURAL
POLICIES. MINISTERS AGREE THAT IN MANY CASES PRESENT POLICIES
ENTAIL NOT ONLY HEAVILY INCREASING COSTS BUT ALSO THE DANGER OF
AGGRAVATING CONFLICTS IN AGRICULTURAL TRADE WHICHGN IN TURN, RISK
EXACERBATING TRADE TENSIONS MORE GENERALLY. PARTICULAR CONCERN
WAS EXPRESSED OVER THE RECENT ESCALATION OF TENSIONS IN TRADE IN
GRAINS AND IN A NUMBER OF OTHER AGRICULTURAL COMMODITY MARKETS.
IN THE LIGKT OF THE SERI0US SITUATION, 1T IS URGENT THAT OECD
COUNTRIES, WHILE TAKING INTO ACCOUNT THE WELLBEING OF FARMERS,
MAKE STRENUOUS EFFORTS TO REORIENT POLICIES WHICH HAVE AN EFFECT
ON AGRICULTURE IN ORDER TO ENCOURAGE STRUCTURAL ADJUSTMENT, TO .
BRING DOWN BUDGET EXPENDITURES, TO CORRECT MARKET IMBALANCES AND

TO REDUCE TENSIONS INTERNATIONALLY. . -l - /EuEEC-r‘f
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ENERGY

19. WHILE A PROLONGED PERIOD OF RELATIVELY LOW OIL PRICES
MIGHT INTENSIFY LONG=STANDING CONCERNS ABOUT LONG-TERM ENERGY
SUPPLY SECURITY AND THE POSSIBILITY OF TIGHTER ENERGY MARKETS IN
THE FUTURE, THERE IS NO NEED AT PIESENT FOR NEW INTERNATIONAL
ACTION BY MEMBER COUNTRIES IN THE AREA OF ENERGY POLICY, ALTHOUGH
SOME MEMBER COUNTRIES MAY DECIDE THAT INTERNAL ADJUSTMENTS ARE
REQUIRED FOR REGIONAL SECTORAL OR OTHER NATIONAL REASONS. THE
ENERGY POLICY OBJECTIVES SET OUT IN THE CONCLUSIONS ENDORSED AT
THE MEETING OF OECD MINISTERS ON 9TH AND 10TH MAY 1983 (AND
RECENTLY RECONFIRMED BY THE GOVERNING BOARD OF THE INTERNATIONAL
ENERGY AGENCY) WERE THEREFORE RECONFIRMED AND THEIR
IMPLEMENTATION WILL CONTINUE WITH WHATEVER ADJUSTMENTS MAY LATER
BE DECIDED ARE NECESSARY. FOR TH1S PURPOSE, AN UPDATED
ASSESSMENT GF THE MEDIUM= AND LONG-TERM ENERGY OUTLOOK WILL BE
DEVELOPED TO SERVE AS A BASIS FOR SEEING WHETHER ENERGY POLICY
OBJECTIVES ARE LIKELY TO BE ACHIEVED UNDER CURRENT AND FUTURE
MARKET CONDITIONS.

"'END OF PAGE IN ORIGINAL DOCUMENT'®
RELATIONS WITH DEVELOPING COUNTRIES

2C. INTERDEPEMDENCE 1S A REALITY. STRONG ECONOMIC
PERFORMANCE IN THE OECD COUNTRIES 1S CRUCIAL FOR GROWTH IN THE
DEVELOPING COUNTRIES. CONVERSELY, ECONOMIC PERFORMANCE IN
DEVELOPING COUNTRIES WILL INCREASINGLY AFFECT GROWTH IN THE OECD
AREA, MORE DYNAMIC AND BROADLY SHARED ECONOMIC DEVELOPMENT
ENTAILS ACTION ACROSS A WIDE RANGE OF POLICIES IN BOTH DEVELOPING

ANL DEVELOPED COUNTRIES.

21. DEBT PURDENS REMAIN ONEROUS FOR A NUMBER OF COUNTRIES AND
SEVERELY HAMPER THEIR PROCESS OF DEVELOPMENT. GROWTH=ORIENTED
STRUCTURAL ADJUSTMENT AND EXPANDING TRADE ARE ESSENTIAL FOR
RESOLVING THIS PROBLEM AND OVERCOMING OTHER OBSTACLES. QOECD
COUNTRIES WELCOME AND ENCOURAGE THE EFFORTS ALREADY MADE BY MANY
DEVELOPING COUNTRIES IN DIFFICULT POLITICAL AND SOCIAL
CIRCUMSTANCES. THEY ALSO WELCOME THE PROGRESS THAT 1S BEING MADE
IN IMPLEMENTING THE DEBT INITIATIVE PROPOSED BY THE UNITED STATES
IN SEOUL. THEY URGE THE CONTINUATION OF CO-OPERATIVE EFFORTS
PY DEBTOR NATIONS, THE COMMERCIAL BANKS, AND THE INTERNATIONAL
FINANCIAL INSTITUTIONS TO REALISE THE OBJECTIVES OF THIS
GROWTH=ORIENTED DERT STRATEGY ON A CASE-BY-CASE BASIS. DEBTOR
COUNTRIES, “ORKING IN CO=OPERATION WITH THE IMF AND THE WORLD
BANK, NEED TO DEVELOP AND PUT INTO PLACE COMPREHENSIVE POLICIES
TO PERM|T SUSTAIMED GROWTH AND SUSTAINABLE EXTERNAL BALANCE.

THIS WILL CONTRIBUTE (MPORTANTLY TO IMPOVED FINANCING BY
MOBILISING DOMESTIC SAVINGS, BY STEMMING CAPITAL FLIGHT AND BY
ATTRACTING BANK CREDITS AND FOREIGN DIRECT INVESTMENT — WHICH
SHOULD PLAY A MORE PROMINENT ROLE IN FUTURE CAPITAL FLOWS.

22. FOR THEIR PART, OECD COUNTRIES NEED TO PROMOTE AN /INTERNATIONAL




INTERNAT IONAL ECONOMIC ENVIRONMENT WHICH WILL SUPPORT DEVELOPING
COUNTRIES' POLICIES. OECD COUNTRIES MUST THEREFORE STRIVE TO
IMPROVE THE DYNAMICS OF THEIR OWN GROWTH AND ADJUSTMENT. TO
ENSURE FREER ACCESS TO THEIR MARKETS. TO CO-OPERATE REGARDINSG
THE RESUMPTION OF EXPORT CREDIT COVER ON A CASE BY CASE BASIS TO
COUMTRIES IMPLEMENTING EFFECTIVE ADJUSTMENT POLICIES. TO SUPPORT
THE CREATION OF THE MULTILATERAL INVESTMENT GUARANTEE AGENCY
(MIGA) TG ENCOURAGE NEW INVESTMENT |N DEVELOPING COUNTRIES. AND
TO PROVIDE ADEQUATE CONCESSIONAL AND NON-CONCESS |ONAL FINANCIAL
FLOWS, IN TERMS OF QUALITY AND QUANTITY.

23. OIL PRICE DEVELOPMENTS ARE BENEFITING ENERGY IMPORTING
DEVELOPING COUNTRIES. HOWEVER, THE FINANCIAL SITUATION OF A
NUMBER OF HEAVILY INDEBTED OIL EXPORT ING DEVELOPING COUNTRIES HAS
DETERIORATED AND SHOULD BE ADDRESSED THROUGH APPROPRIATE MEASURES
WITHIN THE OVERALL DEBT STRATEGY. THE DOWNWARD TREND OF NON=OIL
COMMODITY PRICES HAS INCREASED THE NEED FOR MORE OPEN AND STAELE
MARKETS, FOR ACTION TO REMOVE MEASURES DISTORTING TRADE IN THESE
COMMODITIES AND FOR DIVERSIFICATION OF PRODUCTION AND PROCESSING
IN COMMODITY=DEPENDENT ECONOMIES. FOR THIS, ENHANCED ATTENTION
BY THE INTERNATIONAL COMMUNITY IS REQUIRED.

24, THE PLIGHT OF THE POOREST COUNTRIES, AND ESPECIALLY THOSE
IN SUB-SAHARAN AFRICA, CONTINUES TO GIVE RISE TO SERIOUS

CONCERW. FOR THESE COUNTRIES ALSO (T 1S ESSENTIAL TO UNDERTAKE
GROWTH-ORIENTED POLICY REFORM AND STRUCTURAL ADJUSTMENT

ME ASURES. SPECIAL EFFORTS ARE, HOWEVER, REQUIRED TO
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SUPPORT SUCH ENDEAVOURS THROUGH IMPROVED AND BETTER CO-ORDINATED
A1D PROGRAMMES. OECD MEMBERS AGREED TO EXERT THEIR BEST EFFORTS
IN PROVIDING ADDITIONAL OFF ICIAL DEVELOPMENT ASSISTANCE, THROUGH
BOTH BILATERAL AND MULTILATERAL CHANNELS, TO SUPPORT GRCWTH AND
SIGNIFICANT ADJUSTMENT PROGRAMMES IN THE POOREST COUNTRIES.
MULTILATERAL ASSISTANCE HAS A KEY ROLE IN THIS RESPECT. HENCE
THE WORLD BANK'S SPECIAL FACILITY FOR AFRICA AND THE RECENT
ESTABLISHMENT OF AN IMF STRUCTURAL ADJUSTMENT FACILITY ARE
WELCOME. HENCE, T0O, THE IMPORTANCE OF A SUBSTANTIAL
REPLEN|SHMENT OF IDA. BILATERAL DONORS, FOR THEIR PART, MUST
{MPROVE CURRENT AID POLICIES AND PRACTICES IN ORDER TO PROVIDE
FLEXIBLE, TIMELY AND BETTER CO=ORDINATED FINANCIAL SUPPORT FOR
DEVELOPMENT=0ORIENTED PROGRAMMES.

25. MINISTERS LOOK FORWARD TO THE FORTHCOMING SPECIAL
SESSION OF THE UNITED NATIONS GENERAL ASSEMBLY ON THE CRITICAL
ECONOMIC SITUATION IN AFRICA., THIS SESSION PROVIDES AN
OPPORTUNITY TO IMPROVE CO-OPERATION BETWEEN AFRICAN GOVERNMENTS
AND THE INTERNATIONAL COMMUNITY ON THE BASIS OF A THOROUGH REVIEW
OF PAST EFFORTS IN SOLVING THAT CONTINENT'S PROBLEMS. IT
FURTHER PROVIDES AN OPPORTUNITY TO SET OUT ORIENTATIONS FOR
FUTURE ACTION AIMING AT THE REHABILITATION OF THE MEDIUM= AND
LONG=TERM DEVELOPMENT OF AFRICA.

TRADE POLICY




26. MINISTERS V1GOROUSLY ENDORSED THE NEED TO LAUNCH A
COMPREHENS IVE NEW ROUND OF MULTILATERAL TRADE NEGOTIATIONS.
MINISTERS NOTED WITH SATISFACTION THE PREPARATION IN GATT-FOR A
MINISTERIAL MEETING IN SEPTEMBER FOR THIS PURPOSE. MEMBER
COUNTRIES' GOVERNMENTS ARE DETERMINED TO DO THEIR UTMOST TO
SUPPORT THE NEW ROUND AND THE PROCESS LEADING TO ITS LAUNCHING.
ALL COUNTRIES, DEVELOPED AND DEVELOPING, HAVE A STAKE IN THE
EARLY LAUNCHING AND SUCCESSFUL COMPLETION OF A NEW ROUND. THE
GENERAL PURPOSE OF THE NEGOTIATIONS SHOULD BE TO IMPROVE THE
PROVISIONS AND DISCIPLINES OF THE GATT, EXPAMD ITS COVERAGE,
EXTEND ITS APPLICATION TO NEW AREAS, PROMOTE A SUBSTANTIAL
FURTHER LIBERALISATION OF TRADE AND CONSIDER TRADE ASPECTS OF
OTHER INTERNATIONAL ECONOMIC POLICIES. IN THIS CONTEXT IT WAS
RECOGNISED THAT PARALLEL EFFORTS IN OTHER AREAS OF |NTERMATIONAL
ECONOMIC CO=OPERATION WOULD BE CONDUCIVE TO ACHIEVING THE
OBJUECTIVE OF TRADE LIBERALISATION. MINISTERS SUPPORT A
COMPREHENS |VE AGENDA FOR THE NEGOTIATIONS, INCLUDING |SSUES TO
KEEP THE GATT RELEVANT TO CHANGING WORLD TRADE CONDITIONS, WHICH
WOULD PROVIDE THE POSSIBILITY OF ACHIEVING BALANCED RESULTS. THE
NEW ROUND SHOULD, INTER ALIA, ADDRESS THE ISSUES OF TRADE IN
SERVICES AND TRADE RELATED ASPECTS OF INTELLECTUAL PROPERTY
RIGHTS AND FOREIGN DIRECT INVESTMENT. THE NEGOTIATIONS SHOULD
LEAD TO A FULLER PARTICIPATION IN THE OPEN MULTILATERAL TRADING
SYSTEM OF DEVELOPING COUNTRIES WHICH SHOULD CONTRIBUTE TO THE
LIBERALISATION PROCESS IN A MANMER COMMENSURATE WITH THEIR STAGE
OF ECONOM|C DEVELOPMENT.

27. EFFECTIVE COMMITMENTS ON STANDSTILL AND ROLLBACK ARE
NECESSARY TO CREATE A POSITIVE NEGOTIATING CLIMATE AND TO FURTHER
THE ACHIEVEMENT OF THE OVERALL OBJECTIVES OF THE TRADE
NEGOTIATIONS, MINISTERS, THEREFORE, EXPRESSED THEIR PREPAREDNESS
TO CONTRIBUTE TO AN EFFECTIVE_AND CREDIBLE STANDSTILL UNDERTAKING
BY ALL GATT CONTRACTING PARTIES AND TO DISCUSS WITH THEIR
PARTNERS A MEAMINGFUL MONITORING PROCESS FOR THE APPLICATION OF
THAT UNDERTAKING., THEY ALSO UNDERLINED THE IMPORTANCE OF THE
ROLLBACK OF PROTECTIVE TRADE MEASURES IN ORDER TO CONTRIBUTE TO
THE ACHIEVEMENT OF THE LIBERALISATION OBJECTIVE OF THE NEW ROUND.

28, PROGRESS ON ACTIONS TO RELAX AND DISMANTLE EXISTING TRADE
RESTRICTIONS WAS REVIEWED. AGAINST A DIFFICULT ECONOMIC
BACKGROUMD, PROTECTIONIST PRESSURES HAVE PERSISTED AND TRADE
RESTRICTIONS HAVE CONTINUED TO BE INTRODUCED, ALTHOUGH AT A
MARKEDLY SLOWER RATE THAN PREVIOUSLY. AT THE SAME TIME, EFFORTS
TO LIBERALISE TRADE HAVE RESULTED IN THE ABOLITION OF CERTAIN
RESTRICTIONS AND IN THE RELAXATION OF OTHERS. THE RESULTS,
THOUGH MODEST, REPRESENT A USEFUL EFFORT IN THEMSELVES AND
CONTRIBUTE TO CONFIDENCE FOR NEW MULTILATERAL TRADE

NEGOTIATIONS. IN THE FACE OF THE CONTINUING THREAT OF
PROTECTIONIST PRESSURES MINISTERS REAFFIRM THEIR COMMITMENT TO
AVOID NEW RESTRICTIVE MEASURES AND TO PURSUE THEIR EFFORTS 1O
REDUCE TRADE RESTRICTIVE AND TRADE DISTORTING MEASURES. MORE
SPECIFICALLY, MINISTERS UNDERTOOK TO SEEK AS MUCH LIBERALISATION
AS POSSIBLE WITHIN THE RENEGOTIATION OF THE MULTI FIBRE
ARRANGEMENT, A NUMBER OF THEM WITH THE FINAL OBJECTIVE OF /ch

APPLYING GATT RULES TO TRADE IN TEXTILES.
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29. IN ORDER TO ASSIST DEVELOPING COUNTRIES, MINISTERS
EXPRESSED HOPE THAT THE CONTRACTING PARTIES IN THE MEV ROUND
WOULD EXPLORE MEANS OF GIVING APPROPRIATE RECOGNITION IN THE GATT
CONTEXT TO TRADE LIBERALISATION MEASURES ADOPTED BY DEVELOPING
COUNTRIES UNDER STRUCTURAL ADJUSTMENT AND SECTORAL PROGRAMMES.

SERVICES

30. MINISTERS ALSO REVIEWED THE ORGANISATION'S WIDE RANGING
ACTIVITIES ON TRADE IN SERVICES. INCLUSION OF SERVICES IN A NEW
ROUND OF MULTILATERAL TRADE NEGOTIATIONS WOULD CONTRIBUTE
IMPORTANTLY TO TRADE LIBERALISATION. RELATED WORK IN OECD SHOULD
BE PURSUED ACTIVELY. IN THIS REGARD MINISTERS STRESSED THE NEED
TO INTENSIFY AND BROADEN ONGOING CONCEPTUAL, ANALYTICAL AND
STATISTICAL WORK ON THE COMPLEX ISSUES INVOLVED, PARTICULARLY ON
THE APPLICATION OF GENERAL CONCEPTS TO INDIVIDUAL SERVICE
SECTORS. SIMILARLY, THEY UNDERLINED THE IMPORTANCE OF EXTENDING
AND MAKING MORE EFFECTIVE THE CODE OF LIBERALISATION OF CURRENT
INVISIBLE OPERATIONS AND OTHER EXISTING INSTRUMENTS WHICH ARE
APPLICABLE TO TRADE IN SERVICES AMONG OECD MEMBERS, IN ORDER TO
PROMOTE LIBERALISATION IN AS MANY SECTORS AS POSSIBLE. MINISTERS
REQUESTED THE SECRETARY-GENERAL TO REPORT ON PROGRESS AT NEXT
YEAR'S COUNCIL AT MINISTERIAL LEVEL.

INVESTMENT

31. MINISTERS OBSERVED THAT MEMBER COUNTRIES ENCOURAGE THE
FURTHER LIBERALISATION OF RESTRICTIONS ON DIRECT INVESTMENT IN
BOTH DEVELOPED AND DEVELOPING COUNTRIES. THE MINISTERS OBSERVED
THAT FURTHER LIBERALISATION OF INVESTMENT POLICIES WITHIN THE
OECD WOULD CONTRIBUTE TO THE SUCCESS OF BROADER MULTILATERAL
EFFORTS IN THIS IMPORTANT AREA., IN THIS REGARD, THE MINISTERS
WELCOMED IMPROVED EFFORTS BEING MADE TO STRENGTHEN THE OECD CODE
OF LIEERALISATION OF CAPITAL MCVEMENTS AND MATIONAL TREATMENT
INSTRUMENT .

*1END OF PAGE IN ORIGINAL DOCUMENT''

CONCLUSION

32. IN ORDER TO REMOVE INTERNATIONAL FRICTIONS AND IMBALANCES
THROUGH THE EFFICIENT DISTRIBUTION OF RESCURCES, IT IS IMPORTANT
T0 ADVANCE WORLDWIDE STRUCTURAL ADJUSTMENT FROM A MEDIUM AND
LONG=-TERM PERSPECTIVE, AS WELL AS TO PROMOTE THE FURTHER OPENING
UP OF MARKETS WITHIN THE FREE TRADING SYSTEM. INTERNATIONAL
CO-OPERATION, INCLUDING INDUSTRIAL CO=OPERATION THROUGH DIRECT
INVESTMENT, TECHNOLOGY EXCHANGE, AND JOINT RESEARCH AND
DEVELOPMENT, IS VERY IMPORTANT BECAUSE IT PROMOTES STRUCTURAL
ADJUSTMENT ON A GLOBAL SCALE AND FACILITATES THE FORMATION OF A
HARMONI0US DIVISION OF LABOUR, THERE2BY COKTRIBUTING TO THE
DETERRENCE OF PROTECTIONISM. —[O~— , /smm-ueg
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