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Introduction

1. 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 our-
selves at earlier summits. We remain deter-
mined to pursue these policies for growth,
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 relation-
ships 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

3. Since Tokyo, the summit countries have
intensified their economic policy coordination
with a view to ensuring internal consistency of
domestic policies and their international com-
patibility. This is essential to achieving stronger
and sustained global growth, reduced external
imbalances and more stable exchange rate
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
reaffirm our commitment to the swift and full
implementation of those agreements.

4. We now need to overcome the problems that
nevertheless remain in some of our countries:
external imbalances that are still large; persist-
ently 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 commodity markets;
and reduced prospects for developing countries
to grow, find the markets they need and service
their foreign debt.

5. The correction of external 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 domestic demand and
reduce external surpluses while maintaining
price stability. Deficit countries, while following
policies designed to encourage steady low-
inflation growth, will reduce their fiscal and
external imbalances.

6. We call on other industrial countries to
participate in the effort to sustain economic
activity worldwide. We also call on newly
industrialized economies with rapid growth and
large external surpluses to assume greater
responsibility for preserving an open world
trading system by reducing trade barriers and
pursuing policies that allow their currencies
more fully to reflect underlying fundamentals.

7. Among the summit countries, budgetary
discipline remains an important medium-term
objective and the reduction of existing public
sector imbalances a necessity for a number of
them. Those summit countries which have made
significant progress in fiscal consolidation and
have large external surpluses remain committed
to following fiscal and monetary policies
designed to strengthen domestic growth, within
a framework of medium-term fiscal objectives.
Monetary policy should also support non-
inflationary growth and foster stability of
exchange rates. In view of the outlook for low
inflation in many countries, a further market-
led decline of interest rates would be helpful.
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