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2040, 12T duy 1977, f)’/ PRESIDENT JEXVK/I VS

1 would Like to speak for s few minutes on the economic situation
in the Conmunity; ﬁou the economic‘performance and policies of ﬂember’States
are develeping; and how the Community should be expected to act in this sit-
vation, bogh through the co~ordination of economic policies , as well as

"~ through {itgs direct operationatl rgsponsibilities.

The central fact is that unemployment remains at the high and
unacceptable Level of about 5% in the Community as a whole. This Level has
been approximately statié now for abodt one and a half years, after
doubling {n the course of 1975 end 1976 vhen we were in the depths of

the recesgion,

This stabilisation of the emﬁloyment situation has reflected a
progressiye but not yet strong re-expansion of industrial production over
the past two years. The growth of GDP as a whole, in volume terms, looks
like being Llittle more than 3X for 1977, compared to the objective of 4X
thag the (ommunity set itself in its Annual Report in lovember of last year,
and the & to 5X growth rate aimeq at for the period to 1980 by the last
TJripartitg Conference tut one. And for 1978 on the basis of present policies

wve yould put the Likely growth rate at around 3 1/2 %.

Ay regards the balance of payments. and inflation useful, hard-earned
but precarious progresy has been made. As regards the balance of payments
it tooks ps if the Comqunity #s & whole will be approximately in current

accpunt bplence in 1973, This is in part due to the stabilisation efforts
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' 6f several plember S‘?i‘fis; but it slso reflects certain exceptionsl factors
_ Likd the buitd-up of North Ses 0il production and the increasing Uhited
States deficit. The tatter in turn reflects the faster cychcal re-expansion

of the Amervcan econcmy, than that of the Community.

As regard§‘ %C' and prices greater progress has been made that is

nbitedgéty W gli our Member States the social partAéP® KA ide
s s o E s economic stab¥l ity
§6rtant ggcrificéd fn the interest of regaininglboth in: téri® 6Ff gege

4 grofit inconed: F would quote o few examples from some of 6UF sore

F gtates, In Denmark wages were rising at & rateé of

15% fn 1975, for thé present year we expect the rate to Ravé been Broughé
doun' to 7 W/ Z; IR Frince the rate was 18X in 1975, this yéar o
(i35 1K €HE inited Kidon the rate was 31X fa 1975, thid yeur ve ewpeet Fiks

More progress has $6 fay been made on wages than prices. This reftécts the
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hard econopic fact that in countries with wéak currencieés, theré s firee

to be a convincing domegtic wage stabilisation effort before this cin bé

reflected inexchange rage performence which in turn is o major FAFtownce

on price trends.

It has also Been inevitable that e shoutld pay through thé stowes

or negative growth of rgal .incomes for the térms of trade gafh sFéquired

by the oil producéF¥ §ifice the end of 1973. Thé opén question has Bedn
“how much inflation Wduld accompany this process. While thé shsuer Was ‘Beew,

clearly, quite & (8¢, fﬁe figures I have referred to also show thit wirking

people and companieé Kave been prepared t& €6ie togethér to Limit tHe

inflation gide-effects of this necessary éconciic sdjustment.
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Overall the economic sityation in Europe has been recovéring, #(bEit Stéuty
and painfully. Not yét gtrongly enough to reduce unemiloyment, but just
strongly epough to Hélt fts rise gnd to Lay some of the foundations for

stronger growth,

éilis



3.

These are precariodskand on(y ﬁalf-exptoited achievements.
from here we could either progress orwregress. We have paid the costs in
terms of slower growth or real cuts in living standards, but we are
only beginning”to reap fhe benefits in terms of a sustained resumption
of aconomic growth, I h@ve\tittle doubt that eéonomic growth in the
period ahead, taking thg Community as a whole, is going to be a far more
exacting task than befoye, notably because of the menace of
severe and brutal sanctﬁons from the world qutside. 0f course not all our
Member States are in thg same situation. Some = Germany in particular -
have enviaple reserves ¢f economi¢ strength on'uhicﬁ to rely, Some have
Llarge windfalt gains;from the oil crisis to htlpvthem = and here we see

the United Kingdom now beginning to benefit in 8 way that has been true

" of the Netherlands alrebdy for seyeral years.

What the COmmuhfty as a whole shares indivisibly, however, is
the climate of political and economic circumstances that condition whether
or not there is going npw be 8 resumption of investment = which must be
forthcoming if the busipess wpswing 18 to be strengthened and unemployment
reduced,

It is a grave

mistake in my view for gome commentators in Europe to suggest that there

are divergent interests in the Community between strong and weak economies,

or indeed that the floating exchange rate regime in particular can serve

to liberate individual Member States from developments beyond their frontiers,

High inflation is not only a social, political and economic ill in the
countries that experience it; it also .destroys the climate necessary to
stimulate investment in the business community of Europe as a whole,

including the countries that are themselves experiencing low inflation.
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I yould now Llike to say what we can and should do at the Community

tevey to create this climave.

The first priority must be to maintain the progress already made
in reducing inflation and to further improve on this. We need to establish
a common and enligm:eneqj philosophy as to the relationship between inﬂation
@ wnemployment, and this is where the Tripartite Conference and the
‘Economic and Social Commitee as well as this Consultative Commititwe must
mgke a vital contributign. In my view this philosophy has to ibe sometiving
Uike this: unemplayment is not -an instrument «of controlling Wnflation ~
Wit thests 1 beliove td be politically @bjectionable ;and economicalily
wbsolete. pather, @ duryble mastery of inflation is the .economic pprecontit ign

ot getting increasing investment and thence semplioyment ‘back ‘under way.

And to achieve that ‘mastery of inflation we need both political wcwmwwn

‘and consensus, as well gs the intelligent .use of the technical instrumerits
of monetary and budgetary policy.
As to the .use of monetary and budgetary policies, we ‘have :our ipart

to play in the cOmmnity's economjc policy ‘co=ordination procedures.

We are shortly going to discuss in the Council the Commission's iorientations

-for the remainder «of 1977 and 1978. The main themes here should 1 ibelieve ibes

some slow-down in ‘the target reduction of ;jpublic sector ‘deficits #n ‘resporse

to the slower ‘than :expegted ‘growth, so as mot to ‘hinder whe thusiness neuoy
a preparedness for the gtrong .countries to ‘take more stimulatony measures
it it Looks as #f their growth performance for 1977 is going ‘to ‘be sub-
stantially under tf»arg'et; maintenance of quite strict control -over monetary

aggregates to provide a safeguard against the ‘reacceleration of inflation.

We have a ‘further very direct part to ;pLay in the fight against
inflation, and :that is through our fixing of farm prices., This year we ‘have
‘made in this ‘area @ ressonable contribution ‘here towards the deceleration
ot inflation, wnd :1 ‘hope we can continueOn this path = ‘indeed we Look

o Wupport “In public opinion to ‘keep "the ‘Council wore ctosely to the
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We have élso imborf#nf ihﬁire&t resbon;ibi(ities for employment
through our g:ternai tf?de‘pol(cics. Here the cOm%ission inyends to bear
every bft pt its responwibilfties, We are ;he biggest tradé unit on the
world scenf.and S0 we h?ve,the bfggesf intereSts at stake, and we also
have a larpge power to dqtermine”heﬁ world trade policy develops. There are, as
you all knpw, powerful 6ut canflictiné pressures bearing on the trade ne~
gotiations that are nov.pnder way and 1 have fn mind not only the Tokyo

Round but plso importan; sectoral negotiations in the textile area,

~ not to mention steel. Wy are axpériencingAunprece—dented unemployment

from a longer and larger scale thyn at any time since the war, although
the Community is uovin§ into appronimate balanée on its current account
with the world as a whole. In the United States we are dealing with

an open trading new admini:frition, which is for its part dealing with

incrpasingly protectionist domestic interests.

An acrimonious qnd disorderly slide to protectionism in world

trading policies at thig time would be the worst possible recipe for the

_ increasing investment and employment that we are seeking'to achieve,

At the same time we have to manage our commercial affairs in such a way
as tp avoid the ravages of the continuing world recession doing irrecoverable

damage to industries that we need to maintaih'hnd prosper in Europe.
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The Commission glso feels strongly that the Community's 6wn f1hancer

AR be directed towards the 9r$or1ty objectives of employment and structural

improvement in the Community economy. We have already in our first six monthy
acted firmly in this sense. We started by taking internal steps to improve
the co~ordination of Community funds. We have followed by making

prompt proposals for thg reform, and extension of the fields of operation,

of the Regional and Socjal Funds. We then decided to give priority in

e draft pudget for 1978 to regional and social policy shd emergy projects.

We have supported the plans for expansion of the European Invest~
went Bank's operations adopted by the European Council a few days ago.

We are implementing our new power for Euratom loan financing, and have

madé an important new proposal for the further €.E.C. multi<purpo

_power « to finance fnvgytments in the areas of energy, industeial ré&

conversion and regional infrastructure. Last and not Least we have as you
know been taking steps to develop the E.C.S5.C's own financial intervention
through the combination of loan finance and interest-rate subsidies + on

this you will be hearing more from my colleagues later,

This package of initiatives should in our view be seeh as a vhole
as evidencp that the Copmunity is capable of contributing to the revolution
to our compon economit problems. It is now for the Council and Parlianeht

to show hoy far they ar¢ ready to move with us. It is also, if 1 may say sbj

for your Cpnsultative Committee to help us = if you feel our policies are

sensible. You are, i a sense, our strongest constituency. You kn&w what
siderably jpeyond what we so far have for the E.E.C. as a whole., We hope that
you will dpbate with us our own ideas that go beyond your sectoral interests),
and in the debate that Wt going on in each of our countries that you will
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be sypporting the propogition that the Community needs ¥ in the interest
of all its members ~ thy means of action at the Communigy level to help

better manpge our econonic affairs.

Mr, Chairman I have delibqrately confined my remarks to the
immediate gconomic issues facing the Community, without going into the
detail of coal and steel policy, or into longer run issues for the develop~

ment of Community policies or instdtutions. 1 now Look forward to hearing

| your own views.





