Economic Declaration,
July 16, 1989

1. We, the Heads of State or Government of
seven major industrial nations and the President of
the Commission of the European Communities,
have met in Paris for the fifteenth annual Eco-
nomic Summit. The Summit of the Arch initiates
a new round of Summits to succeed those begun at
Rambouillet in 1975 and at Versailles in 1982.
The round beginning in 1982 has seen one of the
longest periods of sustained growth since the
Second World War. These Summits have permit-
ted effective consultations and offered the opportu-
nity to launch initiatives and to strengthen interna-
tional cooperation.

2. This year’s world economic situation presents
three main challenges:

—The choice and the implementation of
measures needed to maintain balanced and
sustained growth, counter inflation, create
jobs and promote social justice. These
measures should also facilitate the adjust-
ment of external imbalances, promote
international trade and investment, and
improve the economic situation of develop-
ing countries.

—The development and the further integra-
tion of developing countries into the world
economy. Whilst there has been substantial
progress in many developing countries,
particularly those implementing sound
economic policies, the debt burden and the
persistence of poverty, often made worse by
natural disasters affecting hundreds of
millions of people, are problems of deep
concern which we must continue to face in
a spirit of solidarity.

—The urgent need to safeguard the environ-
ment for future generations. Scientific
studies have revealed the existence of
serious threats to our environment such as
the depletion of the stratospheric ‘ozone
layer and excessive emissions of carbon
dioxide and other greenhouse gases which
could lead to future climate changes.
Protecting the environment calls for a
determined and concerted international
response and for the early adoption, world-
wide, of policies based on sustainable
development.

International Economic Situation

3. Growth has been sustained by focusing poli-
cies on improving the efficiency and flexibility of
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our economies and by strengthening our coopera-
tive efforts and the coordination process. In the
medium term, the current buoyant investment seen
during this period should pave the way for an
increased supply of goods and services and help
reduce the dangers of inflation. The outlook is not,
however, without risks.
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4. Until now, the threat of inflation in many
countries has been contained, thanks to the con-
certed efforts of governments and monetary
authorities. But continued vigilance is required
and inflation, where it has increased, will continue
to receive a firm response so that it will be put on a
downward path.

5. While some progress has been made in reduc-
ing external imbalances, the momentum of adjust-
ment has recently weakened markedly. There
needs to be further progress in adjusting external
imbalances through cooperation.

6. In countries with fiscal and current account
deficits, including the United States of America,
Canada and Italy, further reductions in budget
deficits are needed. Action will be taken to bring
them down. This may help reduce the saving-
investment gap and external imbalances, contrib-
ute to countering inflation and encourage greater
exchange rate stability in a context of decreasing
interest rates.

7. Countries with external surpluses, including
Japan and Germany, should continue to pursue
appropriate macroeconomic policies and structural
reforms that will encourage non-inflationary
growth of domestic demand and facilitate external
adjustment.

8. All our countries share the responsibility for
the sound development of the world economy.
Over the medium term, deficit countries have to
play a key role in global adjustment through their
external adjustment and increased exports; surplus
countries have to contribute to sustaining global
expansion through policies providing favourable
conditions for growth of domestic demand and
imports.

9. The emergence of the newly industrializing
economies and the initiation of a dialogue with
them are welcome. We call on those with substan-
tial surpluses to contribute to the adjustment of
external imbalances and the open trade and
payments system. To that end, they should permit
exchange rates to reflect their competitive position,
implement GATT commitments and reduce trade
barriers.
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