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COMMISSiON OF THE EUROPEAN CbMMUNlT!ES

SEC(76) 2003 final, " Brussels, 26th May 1976.-

RESTORING FULL EMPLOYMENT AND STABILITY IN THE COMQUNITY

(Document submitted in preparation of the Tripartite
Conference, June 24, 1976) -
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a‘,@c_:("lfe) 2007

'RESTORING FULL EMFLOXMERT ARD STABILITY TN THE COMMUNITY

In preparation for the next Tripartite Conference, the Commission presented,
at the end of March, a document in which it set out its ideas on the L
origins of the present economic crisis and the lessons to be drawn from

ity and put forward posﬁible ways of overcoming it (1). This document

has been the subject of extensive consultations with representatives of
the Booial partners; iis basic aspecis have been discussed both by the
Ministers for Social Affairs and for Labour and by the Ministers for

'Ecqnomia and Finsncial Affairs.

20

There is broad agreement on the basic orientation of the strategy which
the Commission has presented for dimcussion. Governments and the

' social partmers have indicated in particular that

3.

- in préviple they agree with the analysis preaentea‘Ey the Commission;

‘-‘they believe that the simultensous restoration of full employment

and siability is a feasible proposition and must be given priority;
- this requires concerted action within the Community;

- the situation can only be controlled if {those responsible in society,
Government and economic life act with joint responsibility both at the
national snd the Community lewel. '

This basic consensus should make it possible %o agree also on joint .

solutions in those areas in which therestill exist some differences of

opinion.

It is the task of the Tripartite Conference to translate the political

‘will Yo overcome the crisis which is ewident on all sides into

action., Agreement on the best course to be followed must be reached
batween governments and the social partners at Community level. Since
the eiiating sogial and economic conditions differ from one country to
another, the typs, scale and timing of the measures to be teken in the
individual Member States to attain the common objective must vary to

gome extent.

o/

Q)

"A Community Strategy for Full Employment and Stability", SEC(76)1400 of

- Maroch 19760
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4.

2.
In addition, policies for the elimination of structural imbalances - .,

bagically outside the scope of thim document - must be pursued and
strengthened at national and Community level.

In the fbliowing seotions, the Commiasion atitempts to summarize t
~ the common problemes facing the Member Statem in restoring full
employment and stability;

- the dangers for the common market and the Community's existence
presented by the continuation of current trends-
- the principal measures which, in its op;nlon, are indlspensable 1f these

problems are to be solved and these dangers averted.

Common problemu

56

6o

After the severe recession which engulfed the world economy in'1974/75
an upswing has begun in all Member States. In contrast to earlier

" economic downturns, the recesaion‘waavmarknd by a considerable decline

in the national producte The upswing, which began in the second
half of 1975, is therefore taking place against a background of high
unemployment and unused production capacity. Furthermore, the rate
of inflation in almost all Member States is still rumning around 10 %
or more. Lastly, partly as a result of the oil crisis, the balance
of payments disequilibria within the Community are still greater than
are sustainable in the medium term. '

Danger from several quarters therefore threatens the continuation of
the present upswing in all Member States. It is feared that @

= because of low capacity utilization, investment to expand capacity

will not grow sufficiently and unemployment w111 therefore remain
‘high;

« the upward novement of prices will Boon start to gather momentum again
and might compel the economic policy mekers %o pay more attention '
to the stability problem than to the employment problem;

-~ an expansiorary pelicy pursued by individuai Mbmbér States on their
own will quickly run into problems on the balance of payments front‘»
The Commission shares these fears.
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Denpgares for the Community

7o Although the economio siituation and. +the resulting requirements for economic
policy are similar in the Member States, in recent years divergences have .
emerged in the Communi’y which cannot be ignored. The differences beilween
the Membor States in the frends of incomes, costs and prices are today '

~ considerably larger then they were before the crisis. Just recently
they have been sccompanied b§ o depreciation in some member countries’®
surrsnecies , which haa.apparéntly exceeded the differences in. the cost an@y
price tremds, If these tendencies persist, grave dangers for the C@ﬁmunity
could result, for example pfaﬁ&@tiomiﬂﬁ chain reactions. %The Community
must fece up to these dangers resolutely and bring about a greater

convergence in the economic trends. |

A Community Strategy

8. Governmenis and awaial’pawtmera share the Commission®s view that full
employment camnot be graduvselly restored without. vigorous economioc growbh. The
Community mvet strive for an average growth rate of at least 4,5 - 5 % & year

-~ during the pﬁriod 197680, Production capacity is at present under—employed;and
this will permit an above-average imcresse in GNP both this year and nexte

5&& the same time, investment in the Community muet increase once again,
so that the growth in praduntinn potential &scéleraﬁea and conditions
are created emablinmg the citizens of the Community to look forward to
higher living stendards and adequate emplayment opportunities in the
medium”%ermm This will only be possible if conaumptioa grows, Lor thﬁ
time h@img, at a8 ﬁlwwer rate than investment.

,3, Givan the economiov _interdepsndence of the member ocouniries,
it will be easier to attain an ambitious grawth objeoctive if this 0b3@@k1?@
is made part and parcel of a Gammumzty strategy. The existence of a
Gommuni%y'appraach will also give investors more grounda for ccnfidemce
- end thus facilitate their planning decisions. In very general terms, medlumm
term 5&1&3 end profite expectations must be given a firmer b&ﬂlﬂm Honetary

and fimoel policies properly geared to this goal could & far to ensure its
&thevemem?,

The objective of growth requires am extermal policy which does not put the
objeotive at risk, Commidering the dapendence of the Community's economic
activity on world irade, it is abscliutely essential o preserve its inter

national competitive position. Protectionist measures wnuld risk to aompromlse ‘
] a[«.-\'
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4.

this competitivity, and therefore ars not compatiblekwith the
objectivé of full employment through growth,

Unqualified growth mugt be avoided. Future investment activity must

= meet emvirommental requirements, |
- Becure long-term energy supplies for the Community,

- improve working conditions and,
- in general, serve to improve the guality of lifeo

More investment in the perxpheral regions of the Community w111 be con-
ducive to a more even distribution of economic potential, to a fuller use
of the Community®s productive resources, and should contribute ta;a~

greater degree of convergence of economic trends.

Private and public investment must be guided by these prin¢iples~

A higher growth raté can only be sustained in the'mediumiterm if inflation is

“braught under control., The aim must be to gradually reduce the rate of

12

inflation, by 1980 at the latest, in all Member States to mo more than
4 ~ 5% a year, Thias will require olose cooperation between govermment
authorities and the sooianl pariners and the coordination of national economic

policies within the Community,

The limch-pin of any strategy for full employment and stability must be the
realization that collective discipline with regard to incomes and prices,

‘f,zia, in the medium term, a paying proposition for all concerned. The last

few years have made it olear

~- jthaf more inflation does not bring more growih and jobs and
- that higher unemployment does mot lead to price stability.

A1l thoée involved must accept the implicatiomﬂ of this and subordinate their

~ short~term advantages to their medium~term interests. In the longer term,

_the key parameﬁer governing real income increases for individﬁal‘groupm will

- be the pvarall grawth of productivity in the economy. In the short texrm,;

an individual group can achieve an sbove-average growth in real income by

{ increasing its share of the national product, Im the final analysis whai

¥

matters, however, is the enlargement of the overall size of the "cake" to

- be shared. In recent years, the differences from country to o@untm@_@m the

tfnn v
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5

raten of inoreases of momey income have beem greater than ever before im the -
pest-war péﬁi@@g ﬁh@'@iffar@m@@m between the incresses in resl imcome have,
on the other henmd, been small, This demonstrates that the wnderlying real

4rend cennot be medifiad by anomimel tricks.

Incomes pelicy is implememted im one form or snother im meny Member States.

. The comorete form which imcomes policy takes must comnbinue %o be taliored

%o the mpecifioc comditions $m each Member State.

In some ccumiries, for axemple, wege-indezation sysiems eoxist to mainitain

labour®s share of th2 matiomal incomz in the Tace of price rises; other

oz of such sgohanisng.  In the Commission’s view

mamber coumtries dissopr
tabiliehing wage lewvels in momey

there is demger in epplying o &
terms which iz too sutomeiic or tes rigld.
inoreases inm indirect texmiion) or Crom

If price Tees resuliting

from goverzment astion (@.g.
8 detorioration in the torms
@?@@@@@9 infletion will esselerate as a remult of the proocess of simply

2 this way; On the other hemd, where weges are nob

of trade (@.g. oll prices) lesd %o wagy in-

pessing & Imorvesses 1
for provieions to be made in longer-term collective

ey

indexed, it might be eppropriaie

‘agreements for further adjusiment, in case price increases turn oubt to be higher

tham was foreseen when the agreements wers established. Similer provisions

may be made to deal with higher productivity incrsases.

incomes resiraint must not be confimed to wage ecarners but should extend

to all forms of income,

Measures designed to promote persomal sssed ownership snd savings of workers

should be used to @@@pl@m@@ﬁy&ﬁ@ back wp the inmoowes policies. HMore wealth -

'3

in the hands of workers alse increases the scope for finencing beth publis

and private investments.

Price restreint im the @@wm@@xpém% of restraint on the incomesm frombo ﬁ@

wmidt conts tend to fell during an upswing, %he public hee every might %o expred
thet mansgemsnt cbheerve price @A@@i@&iﬁabi&@ o SRS Rt

fer as im necessary, imcomes y@li@y should be supplemented by pabtiomal price
@@lﬁ@y measures, which ere implemented im various Member ﬁﬁ&t@@;

< A2 - o » . 5 A o
&n aotive eompefition policy cammet by itself restors stebility vhen oversll

soonomic balance i fundamertally dimtusrbed. In the Cormunity 4nd in eech.

Membzr State competition must be sufficiently vigorous %o have o DErmARGRt
@&@p@mimg impaet om price trendes Proped conbrol of sorporatc mergars in the

Cemmundty 48 olec reovired iz this context.
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17,
.more restrained and more atable moneta.ry and, flscal polic:.es.

" monetary poicy must ba a,ligxzea more closely to the mech.um-—tem growth
- potentiai of naticual product and all concerned must be gwen olea:r indica.tiom,

6

'.l’he authonties ocan com;rihute most tewa.rds regammg Btabzll.ty b;y' pursmng

4 v | ve
In the past, tho e responszble for monetary pollcy have accommodated the ex69881

demands made by both prlvate and public sectors on the na’cional prcduct. In futureﬁr
- L

, preferably in advance, a8 to the limlts of credzt expansmon.

In the seventies', the 1ncrease in the public sector?ts part in the natlonal | ';’

- product of all Member Staxes was accompanies by an 1ncreasing deficit

aggravated by the recession. The restoratlun of stabmlity requlres the ‘

medlumnrun retrenchment of the publlc sector deflclts.

The sh&rt« and med.ium«term soordination of mehetafy and fisca.l Poli.cjf in ’%he
‘Community is also needed in order to align gm.dually cost and pr:.ce trend,s
- in the Member States. This mmla create the esgential 'ba.sia for the

v atabilme,tion of axchanga mtes.

1.

'I'he mceasim of 19?4/75 was cawaed both by cyclical and by structural fa;ctarso
Even with a vigomua growth of GNP, the Iavel of unemployment nll cmly deeliae :
slmvl;ya : Me Gommunity must set itsalf tha ab;jec*bive of poko : S

- establishlng full employment by 1980 at the latast, ,ff}1 P s

elim:lnating at leaat the ayohcal compnnent of u:nemployment by the middla L
of 1978 at the 1atesta B RN R SRR Y B

This process mus#; be aoc:omanied by a, number of supportmg measures m the
fielcl ‘yz emplo;yment a,nd. labour market palmy

. .= The soc:.a.l partnere should sxamme *t:he technical and economic feasx’bility of‘

encouragmg the recrmtment of new workers as a. substitute for over‘tn.mea

"
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- Themis a broad measure of agreement on.the view that the resiriciions on
the racfuatmﬁn? of additional workers from non-gmember vaunavz@s zn general
must be ma;ntaﬁned for the time being.

e aiVﬁn the high direct snd indirect cost of ﬂnemplqyment't@ the BCONOIY 'y
possible alternatives (e.g.» employment premiuwms) to the payment of wme
employment benefits muet be envisaged. ‘

o In viéw of the inoresse in the numbe# of school leavers more apprentice—
shipse and tra&neeﬂhxps must be made available for a period. . |
. Both companiaa and mﬁblio aﬁ§£;ritiee bave te snsure today khat mhe
i Eurcpean economy of tomorrow has at its ﬁlmp&ﬁ&l a sufficient number of

o properly drained oraftsmen and wpecialist workers.

The dynamios of economic ehanga require constant adaptation of
t&a structure of employment to ch&nges iy the structure of production
Jovernments and companies must ensure, by means of an active labour market

A~

- policy including measures to promote retraining, placement, vncatmonal_
 training end mobility, that this procese of adjustment, which is necessary
from an economic point of view, is accomplished with a minimum of upheava

" for the individual worker and in consultation with the social pariners.

R i e et b e

A shorit~term reduction in the labour ﬂupply.a@uld give rine to substantial
: .§rQb1em&¢fram an economic point of view. A further shortening of the
 ~w@rking week is, however, & desirable social objective in the medium $erm. ‘
The Commiseion poinis out in this context that the Member States are bownd .,

a Gauncil Racommendation of 1975:ﬁ0 introduce a 40-hour week and fcurwueekfvgbp*

,Paid anpual aqliday for all workers by the end of 1978 at ﬁheki&tngt;'

D; The remeatablishment of full emplayment and stability will *@main a permanent
ktaak confronting guvernmenta and society in all Member States over the mext
»':few years. It can be accomplished if there is o olose vooperation beiween

govwrnmﬁnta, workers and ‘eumployers in each country and aﬁ the 6ammmmiﬁy
13?51 .

Juat what form this cooperation will take wxll dapsﬁd on dadividual ex-

periennes and ‘the available imstitutionsal framework. Governments and smmlai

partners must reach aa wdersianding, on a regulsr haaia, on the ecomomic

outlook and tha r@cuir@m®u+s of aaanommc Bituation, Regular coordination at

Oommun&tylavel as well is indispensable if o greater degres of aanwergenc@
 §0£ aaonumic trenﬁg within the ﬁommumzty is tm be achieved.
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 20; ‘The social consensus which is necessary to cope with the problems facing n,s, o
- owill have 40 be achieved in different ways in the individual Member Sta‘teao L
’l’he following measures would help in this respect 3 ‘

- Grea:!:er wcrker involvement in company c“{eoé.ssian ~making., See in this
context the Commie~ion's grecm paper "Employae partmi;pation and company
 structure®,

= Regular reporting of current, agrée& and intended investment programmes
4o increase tramsparency in certain capital-intensive industries where

the danger of surplus capacity exists,

«  Regular diécﬁssians at Community level between management and trade unicns ;
representatives in individual indusiries o discuss jointly the prohlems A
likely to ooccur in the medium term (intematiom,l oozweti'biveness, atmetural

- changes, working conditions, atm)s
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2%,

- @reata the bmaia for full amplaymant and fuwther aocial pm@gr@mma

 This qumunmty strategr for full employment and stability, ﬂuhﬁ@rib@ﬂ &m

el i

The G@mf@ranc@ should demonstrata kh@ ﬁ@termxnatxou of all par&iwipsm&a o
'ﬁ@ make a jcint affart to | : \ S .

- geoure tha oontinuation of the upswing in order to : MR R

=~ make poaaibla, in the coming years, sugtaived growth with m?&hili%v

' amd thue

@h@ mchiavement of tha rollouing t@mgetm F - ‘
(1) Ey 19&0 at the Jateﬁt full employment must be a@hievm@n Ey &h@'Miédla | C
_gf 1978 at the &&ﬁesﬁ, at laaaﬁ the oyoclical mompanan& @g mm@mwimymmm%

must ba elmmanatnd.

(23 ’"ha qumuniﬁy aims at an smnval rate of growth @f 8t 1@@@% ﬂfﬁ § %
over the peyiad IQTﬁw@Gn This will reqguirse an abavamamﬂ @m@ xm&r@ﬁ@@ -

in 1nvwstman$a

(3) The rate of inflatiom must, by 1980 at the latast? s w@ﬁm@@@ g@a&ﬁ@liﬁ
in all Member States to 4 = 5% a year, since wigorous g@@w%h cam bo
pum%&inadg 1m the medium term, cnly if greater atabnliﬁw ﬁm @@%i@wada:?‘”

Tm @r@er ﬁ@ rmanh ﬁheae targ@ms governments and ﬂoclal parﬁmwraym , ;é@éﬁﬁyby \““'

taking. ﬁha foll@wimg me&wur@a and stepa in their own apa@iﬁﬁ@ &w

{4) The. g@umrmman%a will @rsata the conditions meaaed fmw vigpwwm& @"mwﬁh
| in the e@ming*y@ara Hy adoytxng the apprepriate @m@ﬂ@mi@ p@lﬁ@i@m %wth
on the demand and on the supply side. Whera namamaaryw m@y miml é@mwﬂ T
v@;the reduction of vnempicoyment by encoursging investmen?t snd &kimg
epacific measures of employment policy. o R

{5) The governments will make an essential contribuiion towards ﬁ@g@imimg‘pri@ﬁ
stability
- hyvmaﬁr@mchimg their budget deficits in the medium Herm,

- by adopting & monetary policy omvwaapo&d¢ng %o the potemiial g*@mwb

Cim @%@
= by purawing an active cempeﬁitlaﬁ policy and

o \bg davalopiaﬁ sdeguate labour market policiem.
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(6) For their part, the social partners will contm‘bu*he to grea,ter price -

atability by ensuring that the growth of income is more closely related

4o the real capacity of the economy. Trade vnions will seek 1o mo&srate j, 
their demands and companies will show a corresponding degree of

dlsoipline over prices; ' similar restraint will be exercised over other

"~ forms of income, ‘ | - s

(7) Goveruments and sooial partners will iake appropriate measuree to

promote workers! ssset ownership and their partlcipatlon in company
deoisiunﬁmaking°,

- (8) Govermmente and social partners will work out;ét regular intervals,

& common viewpoint in each Member State and at Commumity level, on the
7ahort» end medium~term economic prospects and on the ecomomic and g
‘social requirements. A major objective must be to achieve a greater ,
degres of cenvergence of economic irends in the Communlhy and a better '
integraxion of eaonumic and social objectives. : R

N i v i
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