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The Tokyo Economic Summit
in Search of a Global Policy Co-ordination

What a world economic interdependence may mean must have particularly
been well understood by the ASEAN countries when the largest industrialised
countries of the world are forced to react to the changing economic environ-
ment, The recent re-alignment between the US dollar and the rest of hard cur-
rencies, has not only inflated Indonesia’s external debt services to a con-
siderable extent, but also led to a defacto deterioration of the terms of trade.
The mounting trade imbalance between Japan on the one hand, and the
United States and the European Communities on- the other, has also
stimulated a blind protectionism in the latter, making it the more difficult for
countries with an out-ward orientation to feel a sufficient economic growth.

Similarly important are the fiscal policies of the seven largest industrialised
countries, especially those of the three largest of them, namely the United
States, Japan, and West Germany. The US budget deficit is generally thought
to be of significant importance in determining interest rates everywhere and,
thereby, in guiding the direction of international capital, be it direct invest-
ment or otherwise. The way the domestic demand in Japan and West Germany
is to behave, will crucially determine the extent to which the demand of the in-
dustrialised countries for products originating from developing countries can
increase in the near future. Even technology policies of the seven industrialised
countries are bound to have implications upon other countries. Generous sub-
sidisation of the so-called new technologies has led among other things to a
weakening position of traditional materials such as copper and tin. In short,
any major policy initiative of the industrialised countries is now bound to have
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world-wide implications, making it the more necessary for these countries to
take account of other countries’ interest while making deals with each other.

Recognising this world economic interdependence, President Soeharto of
Indonesia and the Foreign Ministers of the ASEAN countries found it worth-
while to meet President Reagan and members of his entourage when they
visited Bali on their way to the Tokyvo Economic Summit. The concerns con-
veyed by the ASEAN countries are certainly more than just economics. But as
regards economic relations emphasis was put on the worsening trends of pro-
tectionism in the industrialised countries, the alarming decline of commodity
markets and its severe impacts upon the ASEAN economies and the need for a
continuous flow of capital to the developing countries. The aim of this meeting
is clear. The agenda of the Tokyo Economic Summit should give sufficient
room for issues which are of crucial importance to developing countries,
meaning that the Seven Summiteers should act like Statesmen of world vision
instead of like cowboys or samurais who see the world as an arena for the mag-
nificents only. '

Disappointments after Tokyo

Similar to the previous ones the 1986 Tokvo Economic Summit did not
limit its attention to economic issues only. Being held immediately after the US
attack against Libya, the Summit has not only had to condemn international
terrorism but also discussed the possibility of imposing economic sanctions on
Libya. The Chernobyl nuclear accidént provided another stuff for political
discussions which later turned out fo be of economic relevance as the accident
inspired the industrialised countries to prevent agricultural import from
BEastern Burope from *‘contaminating’” their water-tight protected markets of
agricultural products and to make propaganda for their alleged technological
superiority. Mevertheless, the Tokvo Economic Summit did issue an economic
declaration, covering a wide range of issues of which some are of direct in-
terest to the ASEAN countries, the refrain of the declaration from explicitly
mentioning ASEAN notwithstanding. - -

The Tokyo Economic Declaration is focusséd on economic policy co-ordi-
nation among the seven summit countries, that is on an issue which has always
been in the centre of countless debates on international economic relations and
is increasingly urgent at a time when the world economic interdependence is
stroniger than ever before, while existing international economic institutions,
such as the International Monetary Fund or the GATT, are declining in effec-
tiveness. In other words, the Tokyo Summit has hit the nail on the head
though the result appear inadequate in many ways.
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Fiscal policy is one area where the summit failed to mobilise the commit-
ment-to a co-ordinated action programme which would essentially consist of
cutting the huge US budget deficit on the one hand and an expansionary fiscal
policy in Japan and West Germany on the other. Such a concerted. action
would have had positive impacts, not-only upon the growth performance, but
also upon the international trading environment which has been suffering
from the widening trade imbalance betweéen the United-States on the one hand
and Japan and West-Germany on.the other. Its impacts upon the developing
countries would have also been:positive; as fiscal stimuli in Japan and West
Germany are likely-toiresult in an ificreased import in these two. countries.
However, both Japan-and West Germany during the Tokye Summit found it
imprudent to commit themselves, to an expansionary fiscal policy; -and the
United States, too, was anxious to give a comumitment to cut its budget deficit;
the Gramm-Rudmann bill notwithstanding.

The commitment of the summiteers to'co- ordmate their monetary policies
is more convincing. Capxtahsmg the success of the ““Plaza Hotel Meetmg”
October 1985 - the success is reflected in the depreciation of‘the dollar vis-a-
vis the Yen and the Deéutsche Mark with:its expected’curbing impact upun us
trade deficit = - the Tokyo Economic’ Décldration'is in this' connection a dis-
sociation from a’free floating, or an agreement (o reinstitite a managed
floating. Exchange rates should no longer be permitted to move freely, though
it remains “unclear whether or rot this agreement is to-be understood dsa step—
ping‘stone towards a New Bretton Woods Systermy. While thé'Bretton ™ oods
System clearly specified ‘the conditions under which'the momtar}f authorities
were to intervene in-the foreign exchange markets, ‘the” Tokyo Economic
Declaration mentioned no less than teri econiomic inidicators, the'deviation of
which from prOJected values is to Serve as the basis for a renewed conwlmmon
or an eventual i erventxon in the for ezgm exchange markets Hcm ever how the
system will spe cally operatc is still unclear vefthele@s, it ob 3, «mks
to estabhsh a more orderly movement of exchangc rates by mod@mtmg among
other rhmgs the 1mpacts of aumnomous capxtal transacmons upm e&ac_mﬂge
rates

ecc xmpacts ofa co Ordmmmn of fmal
‘.{er they clearlv are mmfﬁmem in
xisting mtematmmﬂ mdmg watem

Mumon haq been made of the ’

view of the serlous weaknesées‘of th
Not only is GATT mcomplete from the begmnmg, its erosxcm m areas whem it
is supposed to apply is unmxstakable and seri ; in tlw fxeid of
trade policy where the need for an immediate action is most urgemly felt Iew
the erosion of the trading environmernt becomes 1rreparabie Therefore, it has
long been predicted that trade policy issues are to be included among the
priority items-in:the agenda of the Tokyo Summit.
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To the satisfaction of the United States, a basic agreement was reached in
Tokyo on the launching of the new round of Multilateral Trade Negotiations
(MTN) in September 1986. It was also agreed that the issue-coverage of the
new round will be extended to the so called ““new issues’’ such as the ones
related to trade in services, international protection of intellectual properties,
trade in agricultural products, trade in high-tech products and trade-distorting
measures of investment policies. However, this basic agreement cannot
obscure the fact that many differences remain to be seitled before the new
round can get off the ground. Even among the summit countries, differences
are likely to persist as regards the details of the agenda or the formula to be
used, not to speak of the differences between the summit countries and many
developing countries. In other words, it will take time for the commitment
given in Tokyo to produce an improved trading environment.

In addition to the three groups of issues, some development issues were in-
cluded in the Tokyo Economic Declaration. Reference was made to the
chronic hunger in some African countries and to the necessity of providing as-
sistance that goes beyond emergency aid. There was also mention, during the
summit, of the debt problems facing developing countries as well as of the
need of multilateral lending institutions, especially the IDA and the World
Bank, for more financial resources. However, the Tokyo Summit has hardly
moved forward as far as development issues are concerned. Instead, it was the
developing countries that were asked by the summiteers to adjust themselves to
the existing environment along the old line of the policy prescription. That the
international environment is needy of an improvement has hardly been taken
into account. For this reason, the Tokyo Economic Declaration must have dis-
appointed many people in the developing countries.

It is true that the Tokyo Economic Summit is a forum among the seven
largest industrialised countries, aimed primarily at an improved policy co-
ordination among themselves so as to promote a non-inflationary growth,
That such a growth is beneficial to non-participating countries is beyond
doubt. What is questionable is the extent to which such a co-ordination is
meaningful without due reference to the interest of non-participating countries
which are an integral part of the interdependent world economy. This is the
reason behind the attempt of ASEAN countries to convey their concerns to the
Tokyo summiteers or to participate by proxy in setting the agenda of the sum-
mit. It is worthy of the efforts to continue to do so even if this year’s summit
seemed to suggest the reverse. Given the intensifying economic interdepen-
dence, governments should make use of any opportunity that may enhance
policy co-ordination.
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