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Administration of Ronald Reagan, 1981 / July 21 

ployrnent has risen sharply and is still rising. 
There is a prospect of moderate economic 
growth in the coming year but at present it 
promises little early relief from unemploy-
ment. The large payments deficits originat-
ing in the .1979-80 oil price increase have 
so far been financed without imposing intol-
erable adjustment burdens but are likely to 
persist for some tinie. Interest rates have 
reached record levels in many countries 
and, if long sustained at these levels, would 
threaten productive investment. 

4. The fight to bring down inflation and 
reduce unemployment must be our highest 
priority and these linked problems must be 
tackled at the same time. We must continue 
to reduce inflation if  we are to secure the 
higher investment and sustainable growth 
on which the durable recovery of employ-
ment depends. The balanced use of a range 
of policy instruments is required/ We must 
involve our peoples in a greater apprecia-
tion of the need for change: change in ex-
pectations about growth and earnings, 
change in management and labour relations 
and practices, change in the pattern of in-
dustry, change in the direction and scale of 
investment, and change in energy use and 
supply. 

5. We need in most countries urgently to 
reduce • public borrowing; where our cir-
cumstances permit or we are able to make 
changes within the limits of our budgets, 
we vvill increase support for productive in-
vestment and innovation. We must also 
accept the role of the market in our econo-
mies. We must not let transitional measures 
that may be needed to ease change become 
permanent forms of protection or subsidy. 

6. We see low and stable monetary 
growth as essential to reducing inflation. In-
terest rates have to play their part in 
achieving this and are likely to remain high 
where fears of inflation remain strong. But 
we are fully aware that levels and move-
ments of interest rates in one country can 
make stabilization policies more difficult in 
other countries by influencing their ex-
change rates and their economies. For these 
reasons, most of us need also to rely on 
containment of budgetary deficits, by 
means of restraint in goverrunent expendi-
tures as necessary. It is also highly desirable 
to minimize volatility of interest rates and  

exchange rates; greater stability in foreign 
exchange and financial markets is important 
for the sound development of the world 
economy. 

7. In a world of strong capital flows and 
large deficits it is in the interests of all that 
the financial soundness of the international 
banking system and the international finan-
cial institutions be fully maintained. We 
welcome the recently expanded role of the 
IMF in financing payments deficits on 
terms which encourage needed adjustment. 

8. In shaping our long term econornic 
policies, care should be taken to preserve 
the environment and the resource base of 
our planet. 

Relations With Developing Countries 
9. We support the stability, independence 

and genuine non-aligrunent of developing 
countries and reaffirm our commitment to 
cooperate with them in a spirit of ruitrePI 
interest, respect and benefit, recoznizing 
the reality of our interdependence. 

10. It is in our interest as well as in theirs 
that the developing countries should grow 
and flourish and play a full part in the inter-
national economic system commensurate 
with their capabilities and responsibilities 
and become more closely integrated in it. 

11. We look forward to constructive and 
substantive discussions with them, and be-
lieve the Candm Summit offers an early 
opportunity to address our common . prob-
lems anew. 

12. We reaffirm our willingness to explore 
all avenues of consultation and cooperation 
with developing countries in whatever 
forums may be appropriate. We are ready 
to participate in preparations for a mutually 
acceptable process of global negotiations in 
circumstances offering the prospect of 
meaningful progress. 

13. While growth has been strong in most 
middle income developing countries, we 
are deeply conscious of the serious econom-
ic problems in many developing countries, 
and the grim poverty faced especially by 
the poorer among them. We remain ready 
to support the developing countries in the 
efforts they make to promote their econom-
ic and social development within the frame- 

_ 
r 

- 

- 

' 

e, 

t.  

647 


