Venice Was a Bust; Here’s What to Do

| By Roger Altman

‘True to expectations, there was no
progress, at the Venlce économic
stunmit conference. Despite an intel-
lectual consensus on the grave dan-
gers of standing still, and even on the
solutions, nothing happencd.

This means the government-to-gov-

_ernment Cnegotiating  process  has

broken-down — at the worst possible
time. ‘The untenable imbalances on
trade, payments and debt are finally
beginning 10 take thelr toll. World
growth Is slowing omingusly, and
there s talk of a global recession. The

steps that would avert it cannot walt’

two yeurs untll a new Amerlcan
President -Is installed und ready to
lcad. There Is no alternative but to
switch International economiic negoti-
ations onto un entirely new track. ©

At othier cructul moments in mod-
ern history, enlightened lcaders have
turned to specla) envoys to break
such stalemates. Franklin D. Roose-
velt used Harry Hopking and Averell
Havrliman on supersensitive war-

" planning matters, Richard M. Nlxon

had Henry A. Klissinger on China and
Presldent Reagan turned to Alan
Greenspun on Social Secuflty.

In the same splrit, and with the
same sense of urgency, Washington,
Tokyo and Bonp should now call in
new negotlators.

True, the two summit meetings
preceding the one In Venice were also

. dotnothing affairs. There, to excuse

Inaction, the Jeaders puinted to con-

-tinued growth. Dut that doesn’t wash

unymore. America and Japan have
slowed to a crawl, the West German
economy actually contracted last
quarter und the third world is sliding
fnto economic chaos,

‘This disuppearing growth and the
extreme trends in international debt
suggest that we are headed for real
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trouble. America continues to run an-
nual balance of payments delicits ap-
proximating $150 billion, raising our
external debt to $240 billion, the
world's largest. Total debt of the five
largest developing natlons also is
growing unchecked and stands at
$320 billlon. Worse, credit flows (o

. these debtors are beginning to weak-
en. Forelgn capital is pulling back

from financing our budget deficits
Just as American banks and others
are cutting off new credit to the devel-
oping world.

The United Stales and other
chronic borrowers are careening to-
ward the type of debt-driven adjust-
ment that hit Mexlco. Like any other
debtors, we and the developing world
must service our external debt. Bu,
with less foreign credit, it must |n-
creasingly be serviced from earn-
Ings, not new borrowing. .

In international trade terms, earn-
ings mean (rade surpluses. But the
only route to surpluses Is to decrease
copsumption and Imports and step up
Investment and exports. Diminjshed
consumption Is another term for the
bitter experience of lowering our
standerd of llving. We would not be
the only ln{ured artles. The econo-
mies that have been living ofl ex-
ports, including Jupan's und West
Germany's, would drop as their for-
eign markets dry up. Taken together,
this would mean global recesston.

‘The time for study hus passed.
Hereare five elements of a solutlon.

First, Washington has no cholce but
to move on s budget delicits,
thereby slowlng its deb} accumula-
tlon, lowering real interest rates and
spurring investment.

Second, West Germany and partic-
ularly Japan must undertake larger
domestic-stimulus programs to pro-
mote Imports. This would prod
growth in the United States, the rest
of Europe and Latin America,

Third, Japan, sltting on the world's
blggest capltal surpluses, must be-
come finuncier to the devcloping
world. 1t should pour-capital into the
World Bank und other multinajlonal ;

development agencics and shairply in-
crease  government-to-government
ald. West Germany should make pro-
portionate commitments.

-Fourth, Washington and Tokyo
shauld lead a new and tougher fight

. agalnst protectionism. Self-defeating

moves llke semiconductor dumping
and the Gephardt trade amendment

would be stopped.
Fllth, Washington, Bonn and Tokyo

should commit themselves to a nore
stuble iInternational monetary re-
gime. The recent coordinatlon on cur-
rency reference zones would be Instl-
futionalized.

The new negotlators would not nced
huge stalfs and elaborate confer-
ences. Harry! Hopkins often negotl-
ated alone with Churchill and Stalin,
and the Greenspan group negotiuted
a Soclal Securlty package In two
weeks. They would, however, nced
full backing of thelr heads of state
and legislatures. -

To provide it, President Reagan
and the Congressional leadership
should join together to select the
Amerlcan representalive and a simull
bipartisan group to advise him.
Tokyo and Bonp would do the same.
Our man should be Paul A. Volcker —
our only real economic leader, '

These envoys should be given a fi-
nite timetable — (wo months, say —
and promised a fast legisiative track
on any agreement. It is a tall order.
But when the stakes are colossal and
the solutions understood, there is &
basis for a historic breakthrough, L)

F2Ii3n

Llwmwnrs

SIWIL X304 Mk

86l TT sone




