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QSBIRMINGHAM SUMMIT 

15-17 MAY 1998 

COMMUNIQUE 

I., We, the Heads of State or Government of eight major industrialised democracies and 
the Presldenc of the European Commission, met in Birmingham to discuss issues affecting 
people In our own and other countries, 11, a world of increaslng globalisatian we are ever 
more Interdependent, Our challenge Is to build on and sustaln the process of globalisation 
and to ensure that its benefits are spread more widely to improve the quality of life of 
people everywhere, We must also ensure that our institutions and structures keep pace 
with the rapld te!d’lnologlcal and economic changes under way in the world. 

2, OF Lhe major challenges facing the world on the threshold of the 2lst centur/, this 
Summit has focused on three: 

- achlevlng sustainable economic grotih and dcvclopment throughout the world in 
a way which, while safeguarding the envlronmcnt and promoting good 
governance, will enable developing countries to grow faster and reduce poverty, 
restore growth to emerging Asian economies, and sustain the liberallsation of 
trade in goods and services and of investment In a stable International economy; 

w building lasting growth In our own economies In which all can participate, creating 
jobs and combating social exclusion; 

- tackling drugs and ttansnatlonal crime which threaten to sap this growth, 
undermine the rule of law and damage the lives of individuals in all countries of 
the world. 

Our aim In each case has been to agree concrete actions to tackle these challenges. 

promatina sustainable srowth in the alobal econ!X.IY 

3, In an interdependent world, we must work ta build sustalnable economic growth In all 
countries. Global integration Is a pmrgss we have encouraged and shaped and which is 
producing clear benefits for penple rhroughout the world. We welcomed the historic 
decisions taken on 2 May on the establishment of Eurupean Economic and Monetary LItIon. 
Wf? lnnk fnmard to a successful EMU which contributes to the health of the world 
economy, The commitment in European Union countries to sound fiscal policies and 
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contirluirlg slrucLural reform is key to the long-term SUCCESS of EMU, and to improving the 
prospects for growth and employment. 

4. Overall global prospects remain good. I lowever, since we last met, the prospects have 
been temporarily set back by the financial crisis in Asia. We confirm our strong support 
for the eff&s to re-establish stability and growth in the region and for the key role of the 
InternatIonal Financial Institutions, Successful recovery in I& will bring Important benefits 
for us all. Therefore: 

m we strongly support reforms underway In the affected countries and welcome the 
progress so far achlcvcd. With full implementation of programmes agreed with 
the IMF WC arc confident that stability can be restored. The underlying factors 
that helped Asia achieve Impressive growth In the past remain in place. 
Implcmcntation of agreed policies together with the action taken by ourselves and 
other countries to avoid spillover effects provide the basis for a firm recovery in 
the region and renewed global stability; 

- we believe a key lesson from events in Asia is the Impotiance of sound economic 
policy, transparency and good governance. These improve the functioning of 
financial markets, the quality of economic policy making and public understanding 
and support for sound policies, and thereby enhance confidence. It is also 
important to ensure that the private Sector plays a timely and appropriate role in 
crisis resolution; 

- we are conscious of the serious Impact of the crisis In the reglan an the paor and 
most vulnerable. Economic and financial refarm needs to be matched wlth actions 
and policies by the countries concerned to help protect these groups from the 
worst effects of the crlsls. Wp. welcome the support for this by the World Bank, 
the Asian Development Rank and bilateral donors and the increased emphasis on 
social expenditurf? in programmes agreed by the IMF; 

- we are concerned that the difficulties could Mygel’ short-term pr’otectionlsl forces 
both In the reglon and In our own countries. Such an approach would be highly 
damaglng to the prospects for recovery. We resolve to keep our own markets 
open and call on other counkries to do the same, We emphasise the importance 
for the affected countries of continued opening of their markets to Investment and 
trade. 

5, booking ahaad lo the IWO’s celebration of the 50th anniversary of the founding of the 
GAll next week, we: 

w reaffirm our strong commitment to continued trade and investment liberalisation 
within the multibtcral framework of the WrO; 

- call on all countries to open their markets further and resist protectionism; 
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- strongly support the widening of the WTO’s membership in accordance with 
estabtlshed WTO rules and practices; 

. agree to promote public support for the multilateral system by encouraging 
greater transparency in the WTO, as in other international organisations; 

m reaffirm our support for efforts to complete existing multilateral commitments,~ 
push forward the built-In agenda and tackle new areas in pursuing broad-based 
multilateral liberalisatlon; 

- confirm our wish to SBB emerging and developing economies participate fully and 
effectively In the multilateral trade system: commit ourselves to deliver early, 
tangible benefits from this participation to help generate growth and alleviate 
poverty In these countries; and undertake to help least developed countries by! 

+ providing additional duty-free access for their goods, If necessary on an 
autonomous basis, 

+ ensuring that rules of origin are transparmt., 
+ asslstlng efforts to promote regional integration, 
+ helptng their markets become more attractive and XC@sSibl& tn investment 

and capital flows. 

6. The last pornt highlighh nne of the most difflcult challenges the world faces: to enable 
the poorer developing countries, especially in Africa, develop their capacities, integrati 
better Into the global economy and thereby benefit from the opportunities offered by 
globalisation. We are encouraged by the new spirit of I rope and progress III Afr’lc;a. The 
chatlengm are acute, but confidence that they can be ovl?rcot?le is growing. We commit 
nurseives to a real and effective partnership III support of these countries’ efforts to reform, 
to develop, and to reach the internationally agreed goals for economic and social 
development, as set out In the OECD’s 215’ Century Stratew. We shall therefore work with 
them to achieve at least primary education for children everywhere, and to reduce 
drastlcally child and maternal mortality and the propofiion of the world’s population living In 
extreme poverty. 

7, To help achieve these goals, we Intend to Implement fully the vision we set out at Lyon 
and Dealer. We ther-efbre pledge ourselves to a shared international effort: 

s to provide effective support for the efforts of these countrles to build democracy 
and good governance, stronger civil society and greater transparency, and to take 
action against corruption, for example by making every effort to ratify the OECD 
Anti-Bribery Convention by the end of 1998; 
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m to rccognisc the importance of substantial levels of development assistance and to 
mobilisc resources For development in support of reform programmes, fulfilling our 
responsibilities and in a spirit of burden-sharing, including negotiating a prompt 
and adequate replenishment of the soft loan arm of the World Bank (IDA 12) as 
well as providing adequate resources for the Enhanced Structural Adjustment 
Facility of the IMF and for the African Development Fund; 

- to work to Focus existing bilateral aid and investment agency assistance in support 
of sound reforms, including the development of basic social infrastructure and 
measures to improve trade and investment; 

- to work wlthln the OECD on a recommendation on untying aid In the. least 
developed countries with a view to propOSIng a text In 1999; 

m to support the speedy and determlned @XtenSlon of debt relief to mnre colmtrins, 
within the terms of the Heavily Tndebted Poor Countfles (HIPC:) lnltlatlve agreed 
by the International Financial Tnstltutlons (IFIS) and Parls Club. We welcome the 
progress achieved with six coUntrles already declared eligible for HIPC debt rellef 
and a further two cnunrrles likely to be declared shortly, We encourage all eligible 
countries to take the policy measures needed to embark on the process as soon as 
possible, so that all can be In the process by the year 2000, We will work with the - 
lnternatlonal lnstltutlons and other creditors to ensure that when they qualify, 
countries get the relief they need, including interim relief measures whenevel 
necessary, to secure a lasting 41 from their debt problems. We expect the World 
Bank to joln the future financial effort to help the African Development Bank 
finance its contribution to the HIPC inltiative; s 

I to call on thosri uountrles who have not already done so to forglve aid-related 
bilateral debt or take comparable action for reforming least developed countries; 

m to enhance mutual cooperation on Infectious and parasitic dlsoascs and support 
the World Health Organlsation’s efforts In those arcas. WC support the new 
initiative to “Roll Back Malaria” to rcllcvc the suffering experienced by hundreds of 
millions of people, and significantly reduce the death rate from malaria by 2010. 
We will also continue our cffolts to reduce the global scourge of AIDS through 
vaccine development, prcvcntive programmes and appropriate therapy, and by 
our continued support for UNAIDS. We welcome the French proposal for a 
17’herapeutic Soiidarlty Initi&ive” and other proposals for the prevention and 
trcotmcnt of AIDS, and request our experts to examine speedily the feasiblllty of 
their implementation, 
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8, We see a particular need to strengthen Africa’s ability to prevent and east conflict{ as 
highlighted In the UN Sccrcizry General’s recent report, We will look for ways to enhance 
the capacity of Africa-based intitutions to provide training in conflict prevention and 
pcacckccping. We also need to consider further ways to respond to the exceptional needs 
of poor post-conflict countries as they rebuild their political, economic and social sytiems, 
in a manner consistent with democratic values and respect for basic human rights. In 
addition to Immediate humanitarian assistance: 

- we recognise the need for technical and financial assistance In creating strong 
democratic and economic institutions, supporting good governance alongside 
programmes of macroeconomic and StrUCkUral reform supported by the IMF and 
World Bank, We call on the World Bank to play a strong role in co-ordinating 
bilateral and multilateral assistance in these areas; 

- we also agree on the need to consider ways for debt relief mechanisms, tncludtng 
the HliJC initiative where appmprlate, to he wed tn release mnre anti ear1ie.r 
resources for essential rehabilitatinn, parMIlarly for those countries with arrears 
to the Ii%. 

9. A crucial factor in ensuring su!xalnable development and global growth Is an efflclent 
energy mark#. We therefore endorse the results of our Energy Ministers’ Meeting In 
MnSffiw in April. We shall continue cooperatlon on energy matters in the G8 framework, 
We recognlse the Importance of soundly based political and txouornic slability in the 
regions of energy productlon and transit, With the objective of t%Suriny reliable, txonomic, 
safe and envIronmentally-sound energy supplies to meet the projected increase in demand, 
we commit ourselves to encourage the development of encrqy mark&. Llberalisation and 
restructuring to enwumye efficiency and a competitive environment should be supported 
by transparent and non-discrlmlnatory national legislative and regulatory frameworks with a 
view to establishiny equitable treatment for both government and private sectors as well as 
domestic and farelgn entitles, These are essential to attract the new investment which our 
eneryy sectors need, We also recognise the Importance of international co-operation to 
develop economically viable International energy transmission networks, We shall pursue 
this co-operation bilaterally and multllaterally, Including within the framework and prlnciplcs 
of the Energy Charter Treaty. 

IO. Considering the new competitive pressures on our electric power sectors, we reaffirm 
the commitment we made at the 1996 Moscow Summit to the safe operation of nuclear 
power plants and the achievement of high safety standards worldwide, and attach the 
greatest Importance to the full lmplementatlon of the Nuclear Safety Account grant 
agrccmcnts. We reaffirm our commitment to the stated misslon of the Nuclear Safety 
Working Group (NSWG), We agreed to deepen Russia’s role in the activities ot the NSWG, 
with a view to eventual full membershlp in the approprlate circumstances. we 
acknowledge successful cooperation on the pllot project of the International ThermonuClear 
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Growth, ea~litv. and inclusion 

13. Ail our people, men and women, dcscrvo the opportunity to contribute to and share in 
national prosperity through work and P decent standard of livingl The chailcngc IS how to 
reap the benefits of rapid technological change and economic giobaiisation whilst ensuring 
that ail our citizens share In thcsc benefits by increasing growth and job creation, and 
building an inclusive society, To accomplish this, we recognise the importance of 
modernising domestic economic and social structures within a sound macro-economic 
framework. To these ends we strongly endorse the savan principles agread by the GB 
Finance, Economic, Labour and Employment Ministers at their London Conference in 
February on “Growth, Employability and Inclusion”. We also welcome the conciuslons of 
the Kobe Jobs Conference of November 1997, with their particular focus on active ageing. 

14, We discussed and welcomed the AcUon Plans we have each produced to show how the 
seven prlnclples of the London Conference are being implemented. By sharing national 
experiences and best practices in this area, we can improve our policies and responses. 
We underlined the Importance of the involvement of employers and unions In securing 
successful implement&Ion of these Plans. 

15. The Action Plans show that individually we are all maklng new commitments to 
Improve employabllity and Job creation in our Cnuntt’les. In particular, we have committed 
ourselves to: 

m measures to help young, long-term unemployed and other groups hard hlt by 
unemployment find work; 

m measures to help entrepreneurs to set up ccnipanies; 

a carrying out structural reforms, Including making tax and benefit systems more 
employment friendly and liberalisation of product markets; 

- measures to promote lifelong learning1 

16. Each country confirmed Its determination to introduce the measures set out In Its 
Action Plans and to pursue the concept of active ageing, Measures on active ageing should 
explore what forms of work are appropriate to the needs of older workers and adapt work 
to suit them accordingly. 

17. These measures will help genento soundly-based and equitable growth, We are also 
willing to share our princlpics and experiences, including in the reieant International 
institutions particularly the ILO, OECD and the IRS, to help foster growth, jobs and 
inclusion not only in the G8 but throughout the world. We renew our support for global 
progress towards the implementation OF internationally recognlsed core iabour standards, 
including continued collaboration between the IL0 and VVTfJ secretariats in accordance with 
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the conclusions of the! Sinyapore conference and the proposal for an IL0 declaration and 
imptemer&Aion mechanism on these labour standards. 

CornbaLing .r&ugs _and jnternatlonal crime 

18. Globalisation has been accompanied by a dramatic increase in transnatlonal crime, 
This takes many forms, including trafficking in drugs and weapons; smuggling of human 
beings; the abuse of new technologies to steal, defraud and evade the law; and the 0 
laundering of the proceeds of crime. 

19. Such crimes pose a threat not only to ourown citizens and their communities, through 
lives blighted by drugs and societies llvlng In fcx of organiscd crime; but also a global 
threat which can undermine the democratic and economic basis of socictics through the 
Investment of illegal money by International cartels, corruption, a weakening of Institutions 
and a loss of confidence in the rule of law. 

20, To fight this threat, international cooperation Is indispensable. We ouf=;cIvcs, 
particularly slncc the Lyon summit in 1996, have sought ways to Improve that cooperation. 
Much has already been achieved. We acknowledge the work belng done in the UN, the EU 
and by other regional groupings, We welcome the steps undertaken by the G8 Lyon Group 
to Implement its 40 Recommendations on transnational organised crime and the proposals 
G8 Justice and Interior Ministers announced at their meeting in Washington last December. 
By working together, our countries are helping each other catch criminals and break up 
cartels. But more needs to be done. There must be no sate havens either tor criminals or 
for their money. 

21, We have therefore agreed a number of further actions to tackle this threat more 
effectively: 

- We fully support efforts to negotiate wlthln the next twcl years an Nfe&ive United 
Nations convention agalnst tranSnatlOnal organlsed crime that will pravlde our 
law enforcement authorities wlth the addltlonal tools they need. 

w We agree tn Implement rapldly the ten principles and ten point actlon plan agreed 
by our Mlnlsters on high tech crime, We call for close cooperation with induslry 
M reach agreement on a legal framework for obl&llny, prtlsentiny and preserving 
electronic data as evidence, while malnti4nin~ appropriate privacy prelection, and 
agreements on sharing evidence of those crimes with inlernatio~~al partners. This 
will help us combat a wide range of crime, including abuse of the Internet and 
other new technologies. 

I We welcomed the TAT decision to continue and cnlxgc Its work to combat 
money-laundering in partnership with regional groupings, We place special 
emphasis on the issues of money laundering and financial crime, including issues 
raised by offshore financial centres. We welcome the proposal to hold in Moscow 
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In 1999 a Mlnlsterlal meetlng on combating transnational crime. We agreed to 
establish Flnanclal Intelligence Unib (FIllsi) where we do not already have them, 
In line wlth our natlonal constitutions and legal systems, to collect and analyse 
lnformatlon on those engaged in money launderirly arid liaise with the equlvalent 
agencies In partner countries. We agreed on principles and the need for adequate 
legislation to far;ilitate asset confiscation from convicted criminals, Including 
ways to help each other trace, freeze and confiscate those assets, and where 
pussible, In accordance with national leglslatlon, share seized assets with other 
nations, 

m We agree on the need to explore ways of combating official corruption arising 
from the large flows of criminal moneya 

- We are deeply concerned by all forms of trafficking of human beings including 
the smuggling of migrants. We agreed to joint action to combat trafficking in 
women and children, including efforts to prcvcnt such crimes, protect victims and 
prosecute the traffickers, WC commit o~r~clvcs to develop a multidisciplinary and 
comprehensive strategy, including principles and an action plan for future 
cooperation amongst ourselves and wlth third countries, Including countries of 
origin, translt and destination, to tackle this problem. We consider the future 
comprehcnslve UN organlsed crime convention an important instrument for thls 
purpose. 

v We endorse joint law enforcement action against organised crime and welcome 
the cooperation between competent agencies in tackling criminal networks. We 
agree to pursue further action, particularly in dealing wlth major smuggling routes 
and targeting specifii forms of financial fraud. 

- We endorse the Lyon Group’s principles and action plan to combat Illegal 
manufacturing and trafflcklng of firearms. We welcome its agreement to work 
towards the elaboratlon of a binding international legal Instrument In the context 
of the UN transnational organlsed crime convention. 

22. We urge the Lyon Group to IntEnslfy Its on-golng work and ask our Mlnlsters to report 
back to our next Summit on progrc?ss nn the action plan on hlgh tech crime, the steps 
taken agalnst money laundering and the joint actlon on trafflcklng In human beings. We 
also welcome the? sl?ps agreed by our Envlronment Mlnlsters on 5 April to combat 
environmental crime. 

23. There Is a strong link betweeri drugs and wider international and domestic crime. We 
welcome the forthcoming UNGASS on drugs, This should signal the international 
communilv’s delerrnlnation in favour of a comprehensive strategy to tackle all aspects of 
the druqs problem. For Its part, the GO is committed to partnership and shared 
respons’ibility in the internatlonal community to combat illicit drugs. This should include 
reinforced cooperation to curb illicit tnfflcking in drugs and chemical precursors, action to 
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reduce demand in our countries, Including through policies to reduce drug dependency, and 
support for a global approach to eradicating Illicit crops. We welcome the UNDCP’s global 
approach to eliminating or’ significantly reducing illicit drug production, where appropriate 
through effective alternative development programmes. 

Non-proliferation an4 Extort Controls 

24. The proliferation of weapons of ma% destruction and thelr delivery sysk?ms threatens 
the security of every nation. Our rnuntries have been In the forefront of efforts to prevent 
proliferation, and we have worked closely together to support InternatIonal non- 
proliferation regimes. We pledge to continue and strengthen this co-operatlon. As a key 
element of this co-operatlon, we reaffirm our commitment to ensure the effective 
implementation of export controls, In keeping with our urldetikinys within the non- 
prollferatlon reglmes, We will deny any kirrd uf assisL&lce to pr’ogrammes fur weapons of 
mass destructlon and their means of delivery, To this end, we will where appropriate 
undertake and encourage the strenythenlng of laws, regulations and enforcemerll 
mechanisms. We will llkewise erlllarlce anioiigsl; ourselves and with other countries our 
co-operatlon on export control, including for instance 011 the exchange of infor‘nlaliorl, We 
will ask our experts to focus on slrengthening export control implementation. And we will 
broaden awareness among our industrial and business communities of export control 
requirements. 

Year 2000 Bug 

25. The Year 2000 (or Millennium) Bug problem, deriving from the way computers deal 
with the change to the year 2000, presents major challenges to the international 
community, with Mst implications, in particular In the dcfcncc, transport, 
telecommunications, fmanclal services, energy and cnvlronmcnbl sectors, and WC noted 
the vital dependence of some sectors on others, WC agreed to take further urgent action 
and to share information, among ours&es and with others, that will assist in preventing 
disruption in the near and longer term. We shall work closely with buslness and 
organisations working In those sectors, who will bear much of the responsibility to address 
the problem. WC will work together in International organlsatlons, such as the World Bank 
to assist developing countries, and the OECD, to help solve this critical technological 
problem and prepare for the year 2000. 

Next Summit 

26, We accepted the invitation of the Chancellor of the i-ederal Republic of Germany to 
meet again next year in K6ln on 18-20 JuW. 

17 May 1998 

IO 
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NORTHERN IRELAND 

WC warmly wclcomc the Bclfast Agreement reached on 10 April, We 
commend all those involved In achieving an outcome which reflects the 
fundamental aspirations of both parts of the community In Northern Ireland 
and secures their rights, We recognise that the Agreement must win the 
support of the people in Northern Ireland and the Republic of Ireland, While 
acknowledging that It presents challenges to all parties, we hope it will 
achieve the widest possible support, not only as a basis for political stability 
and peace but also as. an opportunity for economic development and 
prosperity for all Northern Ireland’s people. We pledge our countries’ support 
for this process. 

INDONESIA 

We are deeply concerned at the sltuatlon In Indonesla, especially the recent 
upsurge of violence and the loss of Ilfe. We deplore the kllllngs and urge the 
authorltles to show maxlmum restralnt, to refraln from the use of lethal force 
and to respect Indlvldual rights, We call on the public tu express their views 
peacefully. It is essential to avoid an escdl~liorl Of violence, 

We recognise the hardship the economic crisis has caused, We believe the 
economic reform programme agreed with and supported by the international 
financial institutions is the only way to restore confidence and growth, and 
fully support the government in Implementing it, Dut successful economic 
reform and international support for It wlli require sufficient political and social 
stability. We will continue to work, together with the international financial 
institutions, to support reform and alleviate hardship, 

The current social unrest indicates that, to resolve the crisis, political as well 
as economic reform is necessary, The need for political reform is widely 
acknowledged In Indonesla. We encourage the authorities to respond rapidly, 
by opening a dialogue which addresses the aspirations of the Indonesian 
people and by introducing the necessary reforms. 

11 
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FRY/KOSOVO 

The continuing violence in Kasovo has rcvlvcd fcarr; of a new Balkans war, 
The region has already seen too much bloodshed, A political solution to the 
problem of Kosovo is vital for the peace and well-being of all the people of 
the region.. We conr;ider the meeting on 15 May between President Milosevic 
and Dr Rugova to be 3 posltive first step. It Is particularly important that 
President Milosevic has assumed persanal responsibility in the search for a 
resolution of the problems of Kosovo, including its future status. We urge 
both sides to ensure that the dialogue now begun leads rapldly to the 
adoptlon of concrete measures to lower tenslons and stop violence. 
Resolving the Issue of Kosovo’s status will be dilticult but is essential for the 
good of all those living in the Federal Republic of Yugoslavia. 

Peace and stablltty In burope rest on the principles that borders are Inviolable 
and that political change must cnme about through peaceful means. We 
reject terrnrism and violence from any side to achieve polItIcal goals or to 
stifle dissent. The states of the reglon should themselves contribute to a non- 
vlolenr solutlon to the crlsls. All states should cooperate in addressing the 
problem of refugees and displaced persons. 

Wc! uriderlirlti the irnporldrlcx UT couperatIon with the Gonzalez mission, We 
slar~I ready lo promote a clear and achievable path towards the FRY’s full 
integration into the international community, But If Belgrade fails to build on 
recent progress and a genuine political process does not get underway, its 
isolation will deepen, 

The elections in Montenegro on 31 May must be free, fair and in keeping with 
democratic standards and their results must be rcspcctcd by all. 

BOSNIA AND HERZEGOVINA 

We welcome the progress that has recently been made on peace 
implementation In Bosnia and Henegovina and support the High 
Representative’s active role in promoting the peace process, This is a crltical 
year for consolidating peace in Bosnia, especially for refugee returns and 
democratic development, with nationwide elections scheduled for September. 
While the people of Bosnia have accomplished a great deal under very 
ditticult circumstances, we look to Hosnla’s lea&t-s to work harder to create a 
stable ancl prosperous flIrure for all the counrry’s cltlzens. 
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MIDDLE EAST PEACE PROCESS 

We are deeply concerned at the continuing sblcmatc in the peace process, 
with concluded agreements not yet bclng implcmcnted. We encourage all 
efforts to help revive the peace process. We strongly support the efforts to 
gain the agrccmcnt of the patties to a package of constructive and realistic 
ideas which have already been presented by the United States, including a 
second Israeli redeployment, We welcome Palestinian agreement in principle 
to these Ideas which, if accepted by all sides, would lead to the resumption of 
final status talks. We call on Israeli and Palestinian leaders to retrain tram 
unilateral acts which predetermine the final status negotiations and 
undermine confidence. We remain determined to work with all the parties - 
Israel, the Palestinians, Syria, Lebanon - tor a comprehenslve peace. A 
resumption of Israeli-Palestinian negotiations would build confidence in the 
region and help to restore momentum to the peace process as a whole. A 
Continuing blockage on the other hand could have grave cnnsequencer for 
security throughout the region. 

INDIAN NUCLEAR TESTS 

We condemn the nuclear tests which were carried uut by Irldid 01) 11 and 13 
May. Such actlon runs counter to the will expressed by 149 signatories to the 
CTBT to cease nuclear testing, to effuti Lo strengthen the global non- 
proliferation regime and to steps to enhance regional and international peace 
and security. II has been meL by immediate international concern and 
opposition, from governments and more widely. We underline our full 
commitment to the Non-Proliferation Treaty and to the Comprehensive Test 
Ban Treaty as the cornerstones of the global non-proliferation regime and the 
essential foundations for the pursuit of nuclear disarmament. WC express our 
grave concern about the increased risk of nuclear and missile proliferation in 
South Asia and elsewhere, We urge India and other states In the region to 
refrain from further tests and the deployment of nuclear weapons or ballistic 
missiles, We call upon India to rejoin the mainstream of international opinion, 
to adhere unconditionally to the NPT and the CrBT and to enter Into 
ncgotiotions on a global treaty to stop the production of fisslle material for 
nuclear weapons, India’s relationship with each of us has been affected by 
these developments, We are maklng this clear in our own direct exchanges 
and dealings with the Indian Government and we call upon other states 
similarly to address their concerns to India. We call upon and encourage 
Pakistan to exerdse maximum restraint In the face nf these tests and to 
adhere to international non-proliferatinn norms. 
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RESPONSE BY THE PRESIDENCY ON BEHALF OF THE G8 TO THE 
JUBILEE 2000 PETITION 

On behalf of the G8 Heads of State and Government gathered here In 
Birmingham, I welcome the commitment so many of YOLI have shown today 
to help the poorest countries in the world. Your presence here is a truly 
impressive testimony to the solidarity of people in our own rmuntries with 
those in the world’s poorest and most indebt& Tt is also a public 
acknowledgement of the crucial impoItance of the question of debt. 

I can assure you that all leaders i%?rc! fully share your concern over the debt 
burden faced by many poor countries. More than that, we are all committed 
to helping heavily lndebtecl pnor counrrles free themselves from the burden of 
their cmsustainahle clphts. This Is why over the years we have, where 
possible, cAnrelIed hilateral ald debt and in the contt!xt uf the Paris Club 
re.sche!rluled or canceiled substantial proport’ioris of other bilaleral debL, 
Aware that chls still was not enough, we iniUated in Lyon two year’s ago, the 
Heavily Indebted Poor Countries Initiative designed to ensure a sustainable 
exlt from their debt burderl for’ all the most affected countries, Over the last 
three years, offlclal creditors in Lhe Paris Club have forgiven in favour of the 
poorest countries lJS$ 8 billion with more than US$ 5 billion of that relief 

. QOlng to Africa. 

Since lhen we have focused our attention on implementing the Initiative 
success/‘ully, This requires a partnership between creditors and debtors and 
efRt’orL 011 both sides. Debt relief in itself is no magic solution; It can only bc 
part of the answer to achieving sustainable development. Whcrc a country 
shows a real will to pursue policies that will rclicvc poverty and build a sound 
economy, we will do our part and contribute the funds necessary to reduce 
their debt burden to a sustainable lcvcl, This will ensure that the resources 
freed up are put to good, productive USC, generatlng growth and bringing real 
benefits - in the form of better cducstion, better health, and sound, honest 
government - to the poor& people, We will continue to support such efforts 
through our dcvclopmcnt assistance programmes, through which G8 
countricr; currently deliver some US$lO billion a year to heavily indebted poor 
countries, 
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So far six countries have qualified for debt relief from the HIPC initiative 
totaillng around US$ 5.7 billion. Among those SIX countries, Uganda has 
been the first to complete the process, recently receiving additional debt relief 
of nearly US$ 650 mllllon. In addltlon to these count.rip.s, Iwo more countries 
have already benefited tram preliminary positive indications regarding their 
possible eligibility under the HTPC TnltlatiV@. 

Our ambltlon, reaffirmEd by all t8 leaders today, Is to ensure the speedy and 
determined impleme.nMtlan of the lnltlatlve and encourage all eligible 
countriPs to take the policy measures needed to embark on the process as 
snnn as possible, so that all can be in the process by thl: year 2000. We will 
wnrk with the others concerned to ensure that all eliyiblti cuurllrit!s yet the 
relief they need to secure a lastiny exil rror’ll Iheir debt problems, We are 
keenly aware of the Importance of making pr’ogr’ess. For the sake of our 
cltlzens In our own and all oltler countries, we must not fail, 

16 May 1338 
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Friday, May 15, 1998 

67 CHAIRMAN’S STATEMENT 

1. The Heads of State or Government of the G7 countries and the President of 
the European Commission met today, 15 May, to discuss the world economic and 
financial sltuatlon, and the challenges we face in strengthening the global financial 
system, 

The World Economy 

2, We discussed recent developments In our own economies and economic 
developments In the rest of the world. In our own economies we will work together 
to achieve sustaIned non-inflationary growth. Such growth and stability are more 
important than ever, not only for our own economies, but also for other economies 
in the world, particularly the recovering economies In Asia. 

3. We also agreed that the challenges facing each of our own economies remain 
different: 

- the US, Canada and the UK have enjoyed continued strong growth. In these 
countries the task Is to sustain grnwth while standing ready tn prevent any 
possible rrasurgence in inflationary pressures and while lncreaslng nawonal 
savings in the 115; 

- In Germany, France and Italy, ecanomlc grawth galned momentum last year 
and Is now strengthenlng further; It Is Important that It be Increasingly supported 
by domestic demand, which will have a positive effect on employment. 
Contlnulng structural reform is also ssserilial to improve lhe longer lerrrr 
prospects for growth and employmentI 

- We strongly welcome the Japanese Government’s substantial economic policy 
package announced last month and the progress toward implementation to 
revive confidence and to achieve long-lasting dome% demand-led growth. 
Japan explained IIS Intention to strengthen the financial system, Including by 
resolvlng declslvely non-performing asset problems, and stressed the importance 
of promoting structural refarms, 

4. We welcome the declslons taken on 2 May on the establishment of European 
Economic and Monetary Union. We look forward to a successful EMU which 
contributes to the stability of the international monetary system, The commitment in 
European Union countries to sound fiscal policlcs and continuing structural reform is 
key to the long term success of EMU, and to improving the prospects for growth and 
employment. 
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5. We recognise that all countries in the world have an interest in growth and 
stability in our countries, Equally we have an interest in sustalned growth and 
stability in their economies. While we are encouraged by the progress in 
implementing sound policies In emerging markets that have been affected by the 
Asian crlsls, events ln recent days demonstrate that the sltuatlon remalns fragile. In 
particular, we welcome the contribution made to global stablllty by the pursuit of 
sound economic and financial pallcies. Mnrenver, prompt action by some emerging 
and transition countries to strengthen their economic pollcles has helped llmlt 
spillover effects. Sound macroeconomlc policies, open markets and continued 
structural reform in ail countries are essentlai for long term stability in the world, 
Recent experience emphasiscs the Importance also of good public governance. 

mathenino the Global Final- 

6. Globalisation has the power to bring immense economic benefits to all 
countries and people. But the Aslan financial crisis has revealed that there are 
potential weaknesses and vulnerabiiities in the global financial system. In particular 
we an conscious of the serious human and social consequences of such crises 
when they occur. We therefore see an urgent need to take steps to strengthen the 
glnhal financial architecture, ta reduce the risks of such crises recurring in future and 
to produce a system that is more robust to shocks when they occur. 

7. Previous summiLs have also dealt with ways of strengthening the global 
flnanclal system, and this should be seen as a continuing process of reform. It is 
essential for individual countries to pursue sound economic policies, open markets 
and good governance, If stability Is to be achieved. At the same time we confirm 
the central role we see for the International Financial Institutions (IFIs) in promoting 
these sound policies, in helping to prevent failures in future and in responding when 
cristi occur, Their response has been crucial in addresslng rcccnt problems and we 
must find ways to strengthen their role in the future, 

8. We welcome and endorse the report by our Finance Ministers on ways to 
strengthen the global financial architecture. Of their ideas, we attach particular 
importance to the following: 

9 increasing transparency: 

encouraging IMF members to provide more accurate and 
accessible financial data for example by subscribing to its Special Data 
Dissemination Standards and Identifying publicly those who fail to 
meet the Standards; 

v  welcoming the adoption of a code of good practice on 
transparency in fiscal poilcy and encouraging its promotion and 
supporting consideration by the IMF of a similar code of good practice 
for financial and monetary policy. 
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encouraging the IMF to publish more Information about its 
members and their policies, including its concerns about members’ 
policy making and vulnerabilities; and also to publish more information 
about Its own de&ion making, 

l helping countries throughout the world prepare for glabal 
capital flows: 

w provldlng advice on how best to manage orderly capital account 
Ilberalisation and assisting them wlth the required strengthening of 
domestic policies and instltutions. 

1 urging the IMF to examlne how to monitor effectively capital 
tlows, particularly short term flows, to provide information and promote 
market stability. 

4 strengthening national financial systems: 

a encouraging all cuuril’ries to adopt and implement the Basle 
Core Prlnclples on Effective Banking Supervision, 

- developing inlernational codes and guidelines for corporate 
governance and accounting principles. 

w establlstilng a system of multilateral surveillance of national 
financial, supervisory and regulatory systems. Our Finance Minlsters 
will consider ways, and have asked the relevant international 
lnstllutions to develop proposals on ways to achieve greater co- 
operation In this area, inctudlng options for institutional reform, 

* ensuring that the private sector takes full responslblllty for Its 
own decisions in order td reduce moral hazard: 

developlng a framework to ensure that the private sector plays a 
timely and appropriate role in the resolution of financial crises. 

w asking the IMF to signal that in the event of a crlsls it will be 
prepared to consldcr lending to countries that are In arrears, including 
in situations whcrc debt standstills have arlsen, If the debtor country 
adopts appropriate adjustment policies, 

oncouraglng clauses in international bond issues that allow for 
re-negotiation In the event of default, 

9, We ask our Finance Ministers to take tofward these ideas in co-operation and 
discusslon with emerglng market and other countries, wlth the Inrernatlonal 
financial Institutions and the private sector. We also ask our Finance Mlnlsters to 
consider further how the existing @ob;rl discussion fora, particularly the IMF’s 
Interim Committee, could be developed to permlt a deeper and more effedive 
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dialogue. We hope firm proposals on all these issues can be put fonnrard for decislon 
later this year, and we ask our Finance Ministers to report to us on progress without 
delay, 

10. We renewed our resolve to work with Ukralne CO implement strong financial 
and economic rsform. We look forward to the Ukrainian government and parliament 
taklng the steps necessary to agree on an &tended Financing Facility with the iMt. 

11. We reaffirmed our commitment to the full implementation of the 
Memorandum of Understanding (MoU) between the G7 and Ukraine. In addition we 
have made a major effort wlth the funding of the Shelter Implement&Ion Plan. We 
note that the fundlng from the 67 and other lnternatlonal donors envisaged under 
the MoU Is dependent on the closure of Chernobyl taking place on schedule by the 
year 2000, The safety of Chernobyl Unlt 3 is already giving rise to concern. 

12. we commend the Ukralnlan Government’s decision to adopl a Firldricial 
Kecovery Plan for the energy sector, We look to the GovernmenL of Ukralne Lo 
implement the fundamental reforms which are needed Lo make investments in the 
energy sector and elsewhere financially viable. With the Financial Recovery Plan in 
place, we look to the EBRD to complete iLs’ review of the Khmelnitsky 2 and Rovno 4 
(KZ/R4) project swiftly and to conlribute substantially to a successful loan package, 
while respecting the Bank’s due diligence requirements, This, like the other funding, 
will of course depend on the Ukrainian Government fulfilling its undertakings under 
the MoU. 
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STRENGTHENING ‘IWE ARCHTTECTURE OF THE GLOBAL FINANCIAL SYSTEM 

l%g.fl~mf Q7 Financf bjjnisters to G7 Heads of Stgte or Governtient & 
ljpSr meetins in_8lrmlnaham May 1998 

Previous summits have focussed en ways to strengthen the global financial system, 
Over the past four years considerable progress has been made In the face of rapid 
sllobalisation and technical change in developing and implementing specific 
recommendations. However, the process of globalisation and rscsnt events in Asia 
have revealed a number of weaknesses and vulnerabllities in national and 
international financial systems, as well as In the borrowing and lending practices of 
banks and investors. WC therefore need to act to strengthen the global financial 
system, both to rcducc the likelihood of such crises occurring in future and to improve 
our tcchniqucs for handling crises when they do occur. 

2. This report presents proposals where there is now an emerging consensus for 
modifications to the architecture of the International financial system. It does not, 
however, complete the process, There are important aspects of the issues discussed 
that require further work. Discussion within our countries, with emerging market 
countries and other interested countries, with the International Financial Institutions 
and with the private sector wit1 continue over the coming months. 

3. We have identified the need for action In five key areas: 

m enhanced transparency; 

c helping countries prepare for Integration Into the global economy and 
for free global capitill flows; 

strengthening national flnanclal Systems; 

- ensuring that the private sec1or lakes responsibility for its lending 
decisions: 

w enhancing further the role of the International Financial Institutions and 
co-operatlon between them. 

Thls report outlines how work is being taken forward in each of these areas and 
slgnais a number o,f areas for further work. 

4. Broad based prosperity and growth require financial institutions, commercial 
enterprises and entrepreneurial Individuals that are prepared to take ri4~. Risk 
lnevltaably Involves the possibility of failure, We could not and should not seek to 

. eliminate failure entlre]y, rather large flnanclal systems need to be robust enough td 
accommodate the occasional failure and to co&An risks which might threaten the 
whole financial system. And borrowers and lenders, be they governments, companies 
or individuals should be responslblc for their decisions and actions. The principles 
and mcasurcs set out below are designed to help meet these ObjectIves. 
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15. This report focuses on a range of areas where specific changes could help 
prevent and handle future crises. This focus should not undermine the important 
message that, as far as individual countries are concerned, the pursuit of sound 
economic policies that promote sustainable broad based non-inflationary growth is the 
most important single contribution to avoiding a crisis. And when countries 
implement an IMF suppotted reform programme, their commitment to and ownership 
of the programme is crucial to Its success. Sound policies need to tackle structural 
economic knees so that sufficient provision is made for the poorest sections of society 
and o&r vulnerable groups, development Is surtalnable and living and working 
stindards for ail are improved, This is also key to securing the support needed for 
successful economic reform, In thls respect we also encourage the IMF and MDBs to 
work with the IL0 to promote core labour standards and with the competent 
international Institutions to promote sound environmental standards, 

Transparency 

Disclosure of data and inform&jQl 

6, Accurate and timely economic data are essential for prudent economic 
management, improved risk assessment by investors, enhanced market stability, and 
effective survcillancc, The Nan crisis has revealed the need, for example, for batter 
and mom timely information on countries’ official lntarnational resewe assets and 
rescrvc-related liabilities and on the short term axtornal assets and liabilities of the 
financial sector, 

7, Work is underway to improve the timeliness and accuracy of data. 

l We welcome the efforts of the Bank for international Settleme.nts (HJS), 
working with national authorities, to continue to spe~?d up the collection and 
publication of data on the level of external bank f?xposure and to improve 
the quality of that data. 

l The IMF should continue to look at ways of encouraging its members to 
provlde transparent data, including for example through its surveillance 
work and in particular by encouraging countries to subscrlbe to its Special 
Data Dissemination Standards (SDDS). It Is working to updale the 
standards to include internationally comparable measures; of resetves, the 
ext~rnai f!xposure of financial sectors and indici3i.ors of financial sector 
stability. It should examine the best approach for improving the quality of 

data on external debt of the corpor& sector. It needs to ensure member 
countries that subscribe to these stiridards implement them fuliy. The Fund 
should find ways of publlcising failures to meet the standards, perhaps by 
derailing complaints on Its Internel Bulletin Board and by publicly removing 
countries from the SDDS if they fail to remedy such fuilures, We recognlse 
that this is a major ]nvestment for emerging market countries and cali for 
lecht~lcal z&stance to be made available to assist them In their efforts. 
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e We also encourage the private sector to make full use of the SODS as a 
SOUI-co of information on economic and financial statistics, and as an 
indicator of the transparencf and quality of national dab, and to play their 
part In the ongoIng effort to improve data standards* 

In addition It would be useful if count&s were to provide more qualitative 
&scriptive Information on their financial systems, markets, institutions, laws, and 
other aspects of the financial sector Including detail on banking supervision, 
bankruptcy procedures and the credit culture, skills and structure of banking sectors, 
including the relatIonshIp between banks and the government and industrial sector. 
We need to consider further, in conjunction with the International Financial 
Institutions, who should collect this Information and how it should be published. 

Oncnncg& oolicv m&& 

3, More openness in national policy making could have helped anticipate the 
crisis, and more generally helps to inform the market as well as promote public 
understanding and support for sound policies. 

l In this context, we particularly welcome the lMt% @de of Good Practices 
on Fiscal Transparency. We also welcome the IMf% declslon to examine the 
case for developing a similar code for financial and monetary policy, We 
think the code on fiscal transparency, and a further code on financial and 
monetiary policy, would provide us&~11 benChmarks fnr xsessing the 
openness ot’ policy maklng during Article JV ConsultatlOns. We will also he 
encouraging the MUltlIatE!ral fleVelnpment Banks to promote the code. 

l We encourage the IFIs to place more emphasls on governance Issues and 
the openness of thf? policy maklng process In their operations and 
suNeillanr.rt work. 

Onenness at ml Institutions 

ICI. The Fund and World Bank have traditionally communicated their concerns and 
rfxommendatlons for policy actlon in confidence, This avolds the risk of prowking an 
undue market reactlon and glves countries the opportunity to take actlon on their own 
account. However, we think there is a case for greater openness at the Fund and the 
World Bank, as well as for encouragjng members to comply with the standards they 
and others set and advice they provide. 

11. IL Is Important for the IMF and World Bank to publish information on member 
countries on a regular basis to help Investors take better informad decisions. The 
World Bank and the MiXis have made substantial progress on thls front over a period 
of years. The IMF has also taken steps to provide more lnformatlon in recent years. In 
particular the introduction of Press Information Notlces (PINS) last year was an 
important step forward in enhancing transparency, These enable members to release 
the conclusions of IMF Article IV consultations, if they choose to do so. 
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6 We need to consider how to build on recent work by the IMF to increase its 
openness. Options Include working towards timely and systematic 
publication of PINS for all Article IV consultations, publication of letters of 
intent and policy framework papers, and including more country detail in 
the IMPS World Economic Outlook. It is also important for the IMF and 
World Bank to consldcr building incentives for countries to publish such 
information, for oxample in programme design. 

l At the World Bank, we believe further serlous consideration should be given 
to developing a poilcy with regard to Country Assistance Strategies aimed at 
increasing their disclosure. 

o There should be further consideration of the possibility of the IMF 
developing a mechanism of “tiered responses” to communicate with the 
Board and with countries when advice Is Ignored. In addition, it may be 
helpful for the Fund to make public statements of concern about its 
assessment of countries’ policy maklng and vulnerabilities. 

l We also encourage the IMF and World l3ank to consider ways of doing more 
to explain their policies and processes in public - in order to promote better 
understanding of their role in the global ecnnnmy. We welcome the steps 
the IMF has taken to arrange external P.valuatlons of some of Its XtlVltieS. 
We encourage lt to explore ways of making this external evaluation more 
systematic. 

Helping countries prepare for Global Capital Flows 

12. International capital flows enable a better global allocation of capital and fo’osler 
economic development. However, events In Asia have shown Ll~al weaknesses can 
suddenly be exposed by global capital mark& rndklng countries with weak 
fundamentals, lncludlng weak flnanclal systems, more vulnerable to external shocks. 
It has also hlghllghted the dangers of poorly sequenced and unbalanced liberalisation. 

* To ensure that the process: of capital account llberalisation is orderly, it IS 
important that sound macroeconomic policies and supervisory and 
regulatory pmctices are put in place, Correct management of the 
liberalisalion process is crucial. And the process needs to be accompanied 
by reforms to strengthen the domestic financial system. 

0 The IMF has and should have an important role to play In this area, 
providing advice on how best to manage orderly capital account 
liberalisatlon and monitoring countries’ vulnerability to capital flows, 

l We support measures to Improve the IMF’s capital markets expert&e, and 
to collect more Information on levels of external debt as part of Its regular 
survclllancc work, In dolng thls, the Fund should collaborate with the World 
Bank, BIS and OECD, 
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0 We urye the IMF and other fora to examine how to monitor effectively 
capital flows, including short-term capital flows, with a view to providing 
ir’tformatlon to the market and promoting stability. 

13, Capital account llbemllsatlon should not be confused with open access to 
domestic markets for foreign firms, 

Q Open access to domes& markets for foreign firms can help with the 
development of the deep and liquid domestic financial markets, with 
soundly managed and well capitalised firms, that arc needed to help 
improve the condltlons for liberalislng capital flows. 

Strengthening National Financial Systems and Corporate Governance 

14. Weaknesses In the financial sccto~ in Some Asian countries Increased their 
vulnerability to external shocks, These weaknesses included over-extended lending to 
the propcm s&or, the build up of large off-balance sheet positions, excessive 
cxposuro to highly leveraged borrowers, policy directed loans and excessive reliance 
on short-term borrowlng in foreign currency. Had information about these 
dcvclopments been more widely available earlier, the international markets and 
International Flnanclal Institutions might have been better placed to assess the risks 
in Asia and elsewhere, The crisis also hlghlighted weaknesses in risk assessment In 
our own financial sectors. Some Institutions paid inadequate attention to risks, There 
is therefore a need for strengthened mechanisms to ensure appropriate rlsk analysis. 
This points to the need for enhanced International surveillance and improved 
prudential standards, and to the need to encourage internationally active tinancial 
Institutions to act prudently on available Information. 

l Supervisors, co-operating at Bask? and elsewhere, should work tn 
encourage private sector financial Institutions to adopt better systems In 
private sector financial Institutions for country risk ass@xment. 

. We need to continue to improve the supervlslon of large InternatIonally 
salve financial groups. A separate G7 report on financial stability addresses 
the need to Improve co-operation and InformatIon sharing between national 
supenrlsnrs on the activltles of such groups, 

o Supervisors and regulators should consider how best to encourage 
lndlvldual banks and their supervisors to rnonltor the ‘adequacy af foreign 
currency llquldlty (maturity of liabilities In relation to assets) separately from 
domestlc currency liquidity. 

15, A primary need Is to encourage countries to strengthen their own financial 
systems, lo ensure that banks and other financial intermediaries have the information, 
skills and corporate Incentives to take well founded credit and risk do&ions, and are 
properly supervised and regulated; that corporate and financial sectors follow good 
accounting, disclosure and auditing practices; and to promote deeper, more 
transparent and more open local bond and equity markets that will pravide alt@rnaUv@ 
sources of finance to short-term forclgn currency bank borrowing. 
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o In addition to the core principles for banking supervision, we also need to 
develop internationally accepted principles for auditing, accounting and 
disciosure In the carporate sector, tagcthcr wlth arrangeme@ for ensuring 
that these prlnclples are put into procticc. 

II We also welcome the OECD’s Initiative to develop standards and guidclincs 
on corporate governance, and to report by Spring 1999. 

1C. Strong efforts are needed to ensure that sound and transparent standards are 
Implemented. While this Is primarily a matter for the national authorities concerned, 
Incentives need to bc put in place that will help deliver this. The primary incentive is 
the need for emerging markets to maintain confidence in order to access capital 
market, In addition: 

l The Fund has taken steps to sharpen the focus of its surveillance of the 
financial sector, for example during Article IV consultations. We encourage 
the Fund to build an this in collaboration with the supervisors, and to 
promote the Basle Committee Core Principles on Effective Banklng 
SupervisIon, Similarly we encourage the World Bank to strengthen its 
reviews of countries’ financial sector policies and corporate governance, and 
highlight these issues In its Country Assistance Strategies. 

l Further consideration should be given to how incentives to adopt, within a 
reasonable period ot time, the core principlf?s of financial supervisian rnuld 
be strengthened for exampip. by making access by foreign financial - 
jnstltutions to major financial centres candltlanal In part on the 
implementation of adequate prudential and regulatory standards In thelr 
home cfluntries. 

l We encourage the World Bank and regional dev4opmenl banks to help 
foster transparent markets, open to all well founded financial institutions, 
skilled management, Independent banks aisle 10 make professional credit 
and risk de&Ions, and market structures llial support these objectives. 

17. There Is a gap In the current in~rnatlonal system with respect to surveillance of 
countries’ flnanclal supervisory and regulatory systems, Enhanced surveillance in this 
area would help encuurage national authorities to meet international standards and 
help reduce financial risk, Such assessments of supervision and regulation can lay the 
groundwork for policy discussions and appropriate assistance, where needed, from 
the IMF and MDBS for progmmmes to strengthen financial systems, We need to 
address how best to or’ganise International work In this and related areas. A number 
UT: Mernational institutions are involved In varlous aspects of policy advice In the 
regulation of natlonal financial systems, Their functions lncludc assistance at times of 
financial crisis, long-term systems building and rcgulsr swelllance, There IS a case 
for considering how to co-ordinate thls work more effectfvely. 
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0 The InLernaLlanal Financial Institutions and international regulatory bodies 
have an important r&z to play in providing technical assistance and advice 
to emerging n1arket.s on strengthening and restructuring financial systems, 
The World 8ank has enhanced lb capacity to provide advlcc on financial 
sector development, through the establishment of the Spcclal Rnancial 
Operations Unit (SFOU) to provide assistance ta crisis countrlcs. Also the 
Basle Committee and the Bank for International Scttlcmcnts have 
established an institute for financial stablllty at Basics 

l We see an urgent need for a system of multilateral surveillance of national 
financial, supervisory and regulatory systems. This could encompass 
surveillance of such areas as banking and securities supervision, corporate 
governance, accounting and disclosure, and bankruptcy. We are considering 
ways, and ask the relevant institutions to develop proposals on ways, In 
which greater co-operation can be achieved including options for 
institutional reform. In any event, this will include greater co-operatlon and 
an Improved relationship among ail these institutions, and drawing on 
national regulatory expertise. We will review progress on this important 
arca by the autumn, 

Burden sharing by the Private Sector and Moral Hazard 

18, The global economy needs private sector financial institutions that take risks on 
the basis of careful assessment. If such lnstltutions believe that the entities to which 
they lend will be balled out, they have no incentive to make a proper risk 
assessment. It Is therefore important to ensure that the private setter cakes 
responsibility for its own lending decisions. We also need approaches to ensurp. that 
the private sector Is Involved in crisis resolution, and hears the costs as well as the 
rewards of Its lending decisions. 

19. There wlll always be pressure in the! event of a crlsls to act quickly to stabilise 
the sltuatlon. We need to find ways in which thls can be done wkhout implicitly 
insuring debts to the private sector. Tt would he highly desirable to create in advance 
a framework for handling debt arrears to make It clear that all exposed institutions in . 
the private sector wTll bear some costs. 

l National poTIcy should focus on creating UP rlght incentives: by Introducing 
effective bankruptcy laws; by maklng explicit and establishing financially 
viable deposlt Insurance schemes; and by ensuring that lender of last resort 
assistance in domestic currency is provided for illiquid institutions only when 
there Is real systemic risk. These measures, along with improved prudential 
supervlslon, will help send the appropriate signals to the prlvate sector 

0 The IMF should signal that In the event of a crisis It will be prepared to 
consider Tend&T to countries that are In arrears, lncludlng In situations 
where debt standstills have arisen, If the debtor country adopts appropriat@ 
adjustment policies. 
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20. Thcrc needs to be a framework for ensuring continuing private sector 
involvcmcnt when a country, or its financial or corporate sector, is facing difficulties in 
meeting its foreign currency liabilities as they fall due, 

l We need further discussion wlth other countries and the private sector on 
how best to establish such a framework 

I In particular we should consider ways of giving effect to the GLO 
recommendations on flexible torms of debt agreementi. 

IF1 Resources and Financing 

21, The response of the IMF and World Bank to the Aslan crlsls has confirmed their 
role at the centre of the international finandal system. The &Ian Development Bank 
has also played a crucial part In respnndlng to the crlsls, However, thls has involved 
an unprecedented level of new commitments for the IMF and other Internatlonal 
Financial lnstitutlons. We need to address the Increased demand on resources: 

l To mahle the IMF to play Its central role In the international rrionelary 
system, it is essential to Implement from January 1999 the increase 11~ 
quotas as agreed under the IMF’s recenl Quota Review in or-dw to ensure 
the IMF has sufflclent usable resources, It is also essential to bring the New 
Arrangements to Borrow (NAB) Into effect as soon as possible, We welcome 
the creation of the Supplemenlal Reserve Facility (SRF). 

22. The Aslan crisis also demonstrated that in special circumstances bilateral 
financing can provide a source of additional financing for balance of payments: 

l II: will be important to ensure that bilateral financing is developed in 
conjunction with the IMF, is consistent with the IMF rcsponsc and dots not 
undermine IMF conditionality. 

23. We have suggested a number of ways to enhance the role of the IMF and 
World Bank, 

l It will be important to consldcr whether the distribution of staff and 
resources needs to be adjusted to address the new prlorlties. 

l Closer co-operation between the Bank and Fund will be particularly 
important to avoid overlap and maximlse use of expertise. 

Strcngthcning Global Dialogue 

24. These issues and our response to them have demonstrated the need for a 
more Intensive global dialogue on developments in the global Rnanclal system 
between Industrial and emerging market countries and countries In transition. We 
have had useful discussions over the last few months, In the lead up to the 
Birmingham Summit. We would like this teport to be st?t!ti as a contribution to the 
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