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VENEZIA SUMMIT CONFERENCE

Venezia Economic Declaration

Introduction

i We, the Heads of State or Government of the seven major
industrialized countries and the representatives of the European
Community, have met in Venice from 8 to 10 June 1987, to review
the progress that our countries have made, individually and
collectively, in carrying out the policies to which we committed
ourselves at earlier Summits. We remain determined to pursue
these policies for.gfggyh, stability, employment, and prosperity
for our own countries and for the world economy.

—

2 . We can look back on a number of positive developments
since we met a year ago. Growth is continuing into its fifth
consecutive year, albeit at lower rates. Average inflation rates
have come down. Interest rates have generally declined. Changes
have occurred in relationships among leading currencies which
over time will contribute to a more sustainable pattern of
current account positions and have brought exchange rates within
ranges broadly consistent with economic fundamentals. In volume
terms the adjustment of trade flows is under way, although in

nominal terms imbalances so far remain too large.




Macroeconomic policies and exchange rates

< Since Tokyo, the Summit countries have intensified
their economic policy coordination with a view to ensuring
internal consistency of domestic policies and their international
compatibility. This 1is essential to achieving stronger and
sustained global growth, rcduced external imbalances and more
stable exchange raze relationships. Given the policy agreements
reached at the Louvre and in Washington, further substantial
shifts in exchange rates could prove counterproductive to efforts
to increase growth and facilitate adjustment. We ;éaffirm our
commitment to the swift and full implementation of those
agreements.

4. We now need to overcome the problems that nevertheless
.———-—————7-——5

remain in some of our countries: external imbalances that are
still large; persistently high unemployment; large public sector
deficits; and high levels of real interest rates. There are also

continuing trade restrictions and increased protectionist
pressures, persistent weakness of many primary commodily markets,
and reduced prospects for developing countries to grow, find the
markets they need and service their foreign debt,

< A The correction of oxternal imbalances will be a long
and difficult process, Exchange rate changes alone will not
solve the problem of correcting these imbalances while sustaining
growth., Surplus countries will design their policies to
strengthen dgEestic demand , and reducc external surpluses while
maintaining price stability. Deficit countries, while‘—%ollowing
policies designed to encourage stcady low:?;Eiation growth, will
T —

reduce their fiscal and external imbalances.
S ——— e

———

6. We call on other industrial couniries to participate in
the effort to sustain economic activily worldwide. We also call
on newly industrialized economics with rapid growth and large
external surpluscs to assume greater responsibility for
preserving an open world trading system by reducing trade

barriers and pursuing policies that allow their currencies nore
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fully to reflect underlying fundomental s,

i Among the Summit countrics, hudgetary discipline
remains an important medium-term objective and Lhe reduction of
existing public secior imbalances a necessily for a number of
them. Those Summit countrics which have made significant
progress in fiscal consolidation and have large external
surpluses remain committed 1o following fiscal and monetary

policies designcd to strengthen domestic growth, within a

framework of medium-term fiscal objectives. Monetary policy

should also support non-inflalionary growth and foster stability
of exchange rates. In view of the outlook for low inflation in

many countries, a further markct-led decline of intercst rates

would be helpful.

Structural policies

8. We also agree on the need for effcctive structural

policies especially for creating jobs. To this end we shall:

promote competition in order to spcced up industrial adjustment;
reduce major imbalancas between agricultural supply and demand;
facilitate job creating investment;
improve the funclioning of labour markets;
promote the furlhar opening of internal markets;

- encourage Lhe elimination of c¢apital market imperfcclions

rest.rictions and the Jimprovement of . Lhe functioning

international financial warkets.

9. We warmly welcome Lhe progress achieved by the Group of

Seven Financo Ministers in developing and implcementing
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strengthened arrangements for multilateral surveillance and
economic coordination as called for in Tokyo last year. The new
process of coordination, involving the usc of economic
indicators, will enhance cofforts to achicve more consistent and

mutually compatible policies by our countries.

10. The Heads of Statc or Government reaffirm the important
policy commitments and undertakings adopted at the Louvre and
Washington mectings of t(he GCroup of Soven, including those
relating to exchange ratcs. They agrce that, if in the future

world economic growth is insufficient, additional actions will be
M— R ———

required Lo achieve their compon objectives. Accofdingly, they
B e ——

call on their Finance Ministers to develop, 1if necessary,

——————————————————————

additional appropriate policy mcasures for lLhis purpose and to

n————-—’-’i .
continue to cooperate closely to fostor stability of exchange
rates.

11. The coordination of cconomic policies is an ongoing
process which will evolve and become more effeclive over time.
The Heads of State or Government endorse the understandings
reached by the Group of Seven Finance Ministers to strengthen,
with the assistance of thc International Monetary Fund (1IMF), the
surveillance of their economies using cconomic indicators

including exchange rates, in particular by:
I oY

the commitment by each country to develop medium-term
objectives and projections for its economy, and for the group to
develop objectives and projections, that are mulually consistent

both individually and colleclively; and

the usc of performance indicolors to review and assess current

economic trends and to doloermine whelhoer there are significant
deviations from an intonded courae that reqguire consideration of

remedial actions.
g The Heads of Stale or Covermnmenl. consider Ltheso

measures important stops towards promoting sustained

non- inflationary global growth and groeater currency stability.
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They call upon the Group of Seven Finance Ministers and Central
A/ I J;

Bank Governors to:
- intensify their coondinalion offorts wilh a view to achieving
prompt and c¢ffective DHuplenentalion of  Lthe agreed policy

undertlakings and commitwment.s:

- monitor economic devaelopmenis closcly in cooperation with the

Managing Director of the TMI'; and

- consider further improvemenis as appropriate to make the

coordination process more oifective,
Trado

L 4 We nolte xising protectionisi pressures wilh grave

concern., The Uruguay Round can play an  important role in

maintaining and strenglhening the multilateral Lrading system,
=%

and achieving increased liboralization of trade for the benefit
of all countries. Recognizing the intoerrelationship among
growth, trade and development., it is cssoenitial Lo improve the
multilateral system based on (Lhe principles and rules of the
General Agreement on Tariffo and Trade (GALM) and bring about a
wider coverage of world trade under agroed, effective and

enforceable multilateral discipline, Proteclionist actions would

be counterproductive, would increase the risk of further exchange
rate instability and would oxacerbate Lhe problems of development

and indebtedness.

14. We endorsce fully {he comuitaent 1o adopt  appropriate
measures in  compliance wiih 1he principleos  of stand-slill  and
rollback which have  heon reallirmed  in the Ministerial
Declarvation on Lha Urvguay Round, 11 i dwportant to esiablish in
the GATY a multilatoral fyoamework  of principles and rules  for
trade in gorvices, iLredoe rolated invoestment measures and
intelloatual properlty vighic., Thia extension of the mullilateral
trading system would aloo e hoeneficicl o doveloping countriaes

in foslering growlh and  onhancing Lrade,  investmenl and
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technology transfors.

15 . Basing ourselves on 1he Ministerial Declaration on the
Uruguay Round and on thoe principles of the GAY', we call on all
Contracting Parties to negoliale comprehensively, in good faith
and with all due despalah, with a view Uto onsuring mutual
advantage and increased honefils  to all participants. Canada,
Japan, the United States and the Furopcan Community will table a
wide range of substantive proposals in Geneva over the coming
months. Progress in the Urvguay Round wi bhe kept under close
political review. In this contoxt the launching, Lhe conduct and
the implementaiion of the outcome of 1the negotiations should be
treated as parts of a single undertaking; however, aqgrooments
reached at an early stage mightt be implemonlod on a provisional
or definitive hasis by agrecoment priox to the formal conclusion
of the negotiations, and shovuld be tLaken into account. in

asgsessing the overall balance of the negolialions.

16. A strong, crodible, working GATT is cssential to the
well-being of all trading counlrics and is the best bulwark
against mounting bilatoral protectionist pressures. The
functioning of the Ca1 should be improved throvgh enhancing its
role in maintaining an opon Tl i lateral systoem and its ability
to manage disputes; and Lhrough ensuvring boelter coordination
between the GATT and the TMF and the World Bank. We consider
that it would bc useful to have, as appropriate, in the course of
the negotiations, a meelLing of the Trade Negoliating Committee atl

the ministerial level,
Agricul Lura

g AL Tokyo we  roecognised  the sorious nature of  the
agricultural  problow. We: aQrecd  that the slructure of
agricnltural production nceded Lo be  adjvstied in the light of
world demand, and exprossed  our  determination Lo give ful)
support. to tha work of the OKCD in this field. In doing so, we
all recognivzed the imporiance of agricultvwe Lo Lhe well being of

our rural communitios, In ihe posl year, we have aclivoly pursued




the approach outlined ol Tokyo, and we take salisfaction from the
agreement in the Ministerial Doeclaration adopled in Punta del
Estc on the objeclives for the negolialions on agricullure in the

Uruguay Round.

18. We reaffirm our commitment. Lo the important ' agroement

on agriculture sct out in the OFCH Ministerial communigque of May
13, 1987; in particular, tho statement of (he scope and urgoncy
of the problem which roguire thal. a concerted reform of
agricultural policies be implemented in  a balapced and flexible
manper; the assessmenl of the grove inmplications, for developed

and developing counliies alike, of {1he growing imbalances in

supply of and demand {for Lhe wain agricollural products; Lhe

acknowledgment of sharcd recponsibility for the problems as well
as for their equitable, effaclive and durable roesolution: Lhe
principles of reform and the action roegquired. The Jong-term
objective is to allow markel signalsg to influence Lhe orientation

s = ; *\
of ggricultural production, hy way of a progressive and concerted

reduction of agricultural suppont, as well as by all other

appropriate means, giving considoration to social and other
concerns, such as food pocurity, enviromental proteclion and

overall employment,

193 We underscore  our commitment. to work in  concerl to
achieve the nccessary adjustments of agricultural policies, both
al. home and through comprehmmsive negoltiations in the Uruguay
Round. In this as in other fields, we will tablce comprehensive
proposals for negotiations in ihe coming months to be conducted
in accordance with the wandaitc in  Lhe Ministerial  Decl aration,
and we intend to roview at ovr next mecting the progress achioved

and the tasks that remain.

20, Tn the meantime, in order 1o create a climate of
greater confidence  which would  enhance the prospect for rapid
progress in Lhe Unuguoay Round as o whole and  as o slep  Lowards
thae long- term rosult o be coxpectoed  foom Lhose negotialions, we

have agreed, and call upon olhoar  counircies Lo agree, to  relrain
—

(rom actions which, hy furihicry  stimulaling  produoction of

S —
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agricultural commodities in surplus, increasing protection or
destabilizing world markets, would worsen the negotiating climate

and, more generally, damage trade relations.

Developing countries and debt

<l We attach particular importance to fostering stable
economic progress in developing countries, with all their diverse
of many heavily indabted
developing countries are a cause of economic and political
concern and can be a threat to political stability in countries
with democratic regimes, We salute the courageous efforts of many
of these countries to achieve economic growth and stability.

situations and needs. The problems

22. We underline the continuing importance of official
development assistance and welcome the increased efforts of some
of our countries in this respect. Me recall the target already
established by international organizations (0,7%) for the future
level of official development assistance and we take note that
overall financial flows are Ilmportant to development. We strongly
support the activities of international financial institutions,
including those regional development banks which foster policy

reforms by borrowers and finance their programmes of structural
adjustment, In particular:

- we support the central role of the IMF through its advice and
financing and encourage closer cooperation between the IMF and

the World Bank, especially in their structural adjustment
lending;

- wa note with satisfaction the contribution made by the Eighth
replenishment of the International Development Association (IDA);

- we support a general capital increase of the World Bank when
justified by increased demand for quality lending, by its
expanded role in the debt strategy and by the necessity to
maintain the financial stability of the institution;
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- In the light of the different contributions of our countries to
official development assistance, we welcome the recent initiative

of the Japanese government in bringing forward a new scheme which

will increase the provision of resources from Japan to developing
countries.

23. For the major middle-income debtors, we continue to

support the present growth-oriented case-by-case strateqy. Three
elements are needed to strengthen the growth prospects of debtor
countries: the adoption of comprehensive macroeconomic  and
structural reforms by debtor countries themselves; the
enhancement of lending by international financial institutions,
in particular the World Bank; and adequate commercial bank
lending in support of debtor country reforms. We shall play our
part by helping to sustain growth and expand trade. A number of
debt agreements have allowed some  resumption of growth,
correction of imbalances, and significant progress in restoring
the creditworthiness of some countries. But some still lack
adequate policies for structural adjustment and growth designed
to encourage the efficient use of domestic savings, the
repatriation of flight capital, increased flows of foreign direct
investment, and in particular reforms of financial markets.

24. There is equally a need for timely and effective
mobilization of lending by commercial banks. In this context, we
support efforts by commercial banks and debtor countries to
develop a "menu" of alternative negotiating procedures and

financing techniques for providing continuing support to debtor
countries.

25. Measures should be taken, particularly by debtor
countries, to facilitate non-debt-creating capital flows,
especially direct investment. In this connection, the
Multilateral Investment Guarantee Agency (MIGA) should begin to
serve its objectives as soon as possible. It is important to
maintain flexibility on the part of export credit agencies in
promptly resuming or increasing cover for countries that are
implementing comprehensive adjustment programmes.
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26. We recognize the problems of developing countries whose
economies are solely or predominantly dependent on exports of
primary commedities the prices of which are persistently
depressed. It is important that the functioning of commodity
markets should be improved, for example through better
information and greater transparency. Further diversification of
these economies should be encouraged, with the help of the
international financial institutions, through policies to support
their efforts for improved processing of their products, to
expand opportunities through market access liberalization, and to
strengthen the international environment for structural change.

7 i g8 We recognize that the problems of some of the poorest
countries, primarily in sub-Saharan Africa, are uniquely
difficult and need special treatment. These countries are
characterized by such features as acute poverty, limited
resources to invest in their own development, unmanageable debt
burdens, heavy reliance on one or two commodities, and the fact
that their debt is owed for the most part to governments of
industrialized countries themselves or to international financial
institutions. For those of the poorest countries that are
undertaking adjustment effort, consideration should be given to
the possibility of applying lower interest rates to their
existing debt, and agreement should be reached, especially in the
Paris Club, on longer repayment and grace periods to ease the
debt service burden. We welcome the various proposals made in
this area by some of us and also the proposal by the Managing
Director of the IMF for a significant increase in the resources
of the Structural Adjustment Facility over the three years from

January 1, 1988. We wurge a conclusion on discussions on these
proposals within this year.

28, We note that UNCTAD VII provides an opportunity for a
discussion with developing countries with a view to arriving at a

common perception of the major problems and policy issues in the
world economy.
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Environment

29 Further to our previous commitment to preserve a
healthy environment and to pass it on to future generations, we

welcome the report by the environment experts on the improvement
and harmonization of techniques and practices of environmental
measurement. Accordingly, we encourage the United Nations
Environment Programme (UNEP) to institute a forum for information
exchange and consultation in cooperation with the International
Organization for Standardization (ISO) and the International
Council of Scientific Union (ICSU), assisted by other interested
international organizations and countries, so that continuing
progress in this important field can be ensured. The priority
environmental problems identified by the environment experts in
their report should receive full attention.

JO% We underline our own responsibility to encourage
efforts to tackle effectively environmental problems of worldwide
impact such as stratospheric ozone depletion, climate change,
acid rains, endangered species, hazardous substances, air and
water pollution, and destruction of tropical forests. We also
intend to examine further environmental issues such as stringent
environmental standards as an incentive for innovation and for
the development of clean, cost-effective and low-resource
technology as well as promotion of international trade in
low-pollution products, low-polluting industrial plants and other
environmental protection technologies,

31 . We welcome the important progress achieved since Tokyo,
particularly in the International Atomic Energy Agency, in
enhancing effective international cooperation, with regard to
safety in the management of nuclear energy.

Other issues

< v We welcome the initiative of the Human Frontier Science
Programme presented by Japan, which is aimed at promoting,
through international cooperation, basic research on biological
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functions. We are grateful for the informal opportunities our
scientists have had to take part in some of the discussions of
the feasibility study undertaken by Japan. We note that this

study will be continued and we would be pleased to be kept
informed about its progress.

33 We welcome the positive contribution made by the

Conference of High Level Experts on the future role of education
in our society, held in Kyoto in January 1987.

34. We shall continue to review the ethical implications of
developments in the 1life sciences. Following the Conferences
sponsored by Summit governments - by Japan in 1984, by France in
1985, by the Federal Republic of Germany in 1986 and by Canada in
1987 - we welcome the Italian government’s offer to host the next
biocethics Conference in Italy in April, 1988.

Next Economic Summit

a9, We have agreed to meet again next year and have

accepted the invitation of the Canadian Prime Minister to meet in
Canada.
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