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Following the submission to the European Parliament of the report drawn
up by Mr M. Albert and Professor R.J. Ball entitled 'Towards European Economic
Recovery in the 1980s', Parliament decided on 15 September 1983 to create
a temporary special committee of 42 members to draw up a report on European
Economic Recovery. ’

This committee held its constituent meeting on 26 October 1983

and elected Mr J. Moreau chairman, Mr Deleau vice~chairman and Mr Herman rapporteur.

The committee met on 26 October 1983, 16 November 1983, 14 and 15 December
1983, 17 January 1984, 25 and 26 January 1984, 30 and 31 January 1984, 15 and
16 February 1984, 20 and 21 February 1984 and 29 February and 1'March 1984.

On 1 March 1984 the committee adopted the draft report as a whole by 19
votes to 11 with 4 abstentions.

The following took part in the vote: Mr Jacques Moreau, chairman,
Mr Herman, rapporteur, Mr von Bismarck, Mr Blaney (deputizing for Mr Gendebien),
Mr Bonaccini, Mr Brok, Sir Fred Catherwood, Mr Chanterie, Mr Dalsass, Mr De Gucht,
Mrs Desouches, Mr Giavazzi, Mr Glinne, Mrs Gredal (deputizing for Mr Dido),
Mr Halligan, Mrs van den Heuvel (deputizing for Mr Heinemann), Mr Hutton,
Mr Jonker, Mr Lezzi, Mrs Nielsen, Mr Papantoniou, Mr Petersen (deputizing for
Mr Linkohr), Mr Pflimlin, Mr Prout, Mr Radoux, Mr Rogalla, Mr Konrad Schén
(deputizing for Mrs Walz), Mr Sherlock (deputizing for Mr Curry), Mr Simmonds
(deputizing for Mr Patterson), Mr Stelta (deputizing for Mrs Cassanmagnago
Cerretti), Mrs Theobald-Paoli, Mr Van Rompuy, Mr Vernimmen and Mr Welsh.

The technical notes on the 'Programme for European Economic Recovery' form an

annex to Part A and are published separately, as is the Explanatory Statement
(Part B).

This report was tabled on 9 March 1984.

The deadline for tabling amendments to this report will be indicated in
the draft agenda for the part-session at which it will be debated.
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The Temporary Special (oumittee on EuroPean'Economic Recovery hereby
sutnits to the European Parliament the following motion for a resclution and

the attached 'Programme for European Economic Recovery';

MCTICN FCR A KESGLUTION

on a programme for European economic recovery

The European Parliament,

- having regard to the report submitted to the European Parliament by Mr M.
Altert ana Frofessor R. J. Ball entitled 'Towards European Economic Recovery

in the 1980s', whose analyses and diagnosis it fully endorses,

- having regard to the report ot the Temporary Special Committee on European
Econonic kecovery (Doc. 1-1552/83 ),

whereas, tecause of its duration ana magnitude, the crisis affecting the
economies of the Community Memler States is of exceptional severity amna is

exacerbatea by persistent structural disequilitria,

aware that the effects of this crisis on the employment situation arnd
standaras of living seriously threaten to disrupt both the social comsensus
within the Memler States arna their economic solidarity, the consequences of

which woula te disastrous for the survival of our democratic systems,

convinced of the necessity and feasitility of coping with this crisis by

means of a rapid, vigorous ana collective programme of recovery, conducted

jointly by the Community anc the Member States,
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Notes that, shaken by the collapse of the international monetary system
(Bretton Woods) ana two consecutive oil crises, the governments of the
Memler States, which were already striving to correct various domestic
monetary ana budgetary imbalances, responded in an uncoordinated fashion
and, sacrificing the future to the presernt, failed to make the
adjustments needed to sustain growth and employment at the right time.
Despite zero growth, purchasing power continued to rise and social
welfare provisions were extended and improved. For a time these could be
financed from the fall in profits, taxationm, torrowing and inflation, in
varying proportions depending on the time and the country: concermed. In
this way, the goverrments left the way opem for three of the main

unaerlying causes of sustainea economic decline to become.established,

namely:

- the decline in the competitiveness of undertakings, resulting in
particular from the rigicity of wage costs, high financial and fiscal

costs ana inaaequate research and innovation,

- the slowdown in productive investments, particularly in.the new

technology sectors, ana

- the substantial size of pullic finance defi&its, resulting in
particular from the neea to compensate the rising numbers of the
utenployed ana from the cost of a high level of social .welfare tenefits

availatle to all;

Further notes that, insteaa of seeling a multiplier effect for

their action at European level, the governments have given precedence to
the application of national poliéies and instruments. Increased support
for the sectors in difficulty, the tightening of frontier controls and
greater protection for the national pullic markets have gradually
whittlea away the advantages affordea by the common market in terms of
specialization, economies of scale ana the optimum allocation of the
factors of production. Together with the instability of exchange rates
and the fragmented nature of research, these policies have been a major
obstacle to the expansion of the new technologies and have discouraged

investmeut by European undertakings in the growth sectors;

WEObLOE -6- PE BBE.794/fin. /s
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3. Points out that the national policies pursued - without sufficient
coordination - with a view to reducing unemployment have failed to
improve employment prospects. Expansionist policies aimed at reviving
demand have not producea the results hoped for. Monetary stability and
sounder tudgetary policies have redressed some macroeconomic balances and
thereby restored the conditions necessary for a measure of growth - but

they have not yet had the effect of cutting back unemployment;

4. Notes that these divergent national policies have in part cancelled each
other out. Furthermore, they have impeded the economic, monetary and
financial integration of Europe, increased its dependence and its
vulneratility to extermal shocks, hindered efforts to adjust to the new
international context ana compromised our chances of realizing the
enormous assets of an economic and industrial area comprising 270 million

inhabitants, with a GMP of 2,500,000 million ECU and commanding 20% of

worla traae;

5. Believes that policies for reviving demand cannot have any lasting
impact so long as the structural obstructive factors - a high rate of
inflation, the compartmentalization of the markets, the instatility of
exchange rates, loss of ground in technological development, high
taxation, the rigiaities of the laltour market and the capital rarhet, the
high cost of social welfare provisions and the over-indebtedness of the

public authorities ~ have not beern removed or attenuated.

6. Considers that the recent improvement in economic performance and the
strong American recovery now taking place will not alome suffice to
restore lasting buoyant growth in Europe and to arrest its relative
economic decline; that Europe is not in a position to pursue a policy
similar to that of the Unitea States, whose external difficulties,
especially with its btalance of payments, are proportionately less as the
dollar, in the absence of any substitute, continues to comsolidate its
position as a worla curremncy; that, even if it were atle to do so,
Europe shoula not adopt a policy which pays such scant regara to its

external repercussions ana is based on such extravagant disequilibria;

WPUb16E -7- PE 68.794/fin./A
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10.

Believes that growth will not by itself resolve the protlem of
unemployment within a reasonable time span unless rates which cannot
reasonably be expectea in the present circumstances are achieved; that,
in consequence, there will te a neea for accompanying measures to permit
more flexible worhk arrangements: flexible planning of worhing hours, a
reduction in the numbter of hours worked, provided that this does not
increase proauction costs, more vocational training facilities,
retraining of worhers, ana an easing of recruitment and dismissal

procedures, etc;

Takes the view that the results achieved by certain foreign countries in
the fight against unemployment tend to show that the employment problem
is not insoluble; that a bold policy of recovery - provided that it is
clearly explainea ana wins general public approval - would mnot only
maintain tut raise the level of employment; that there is, however, no
miraculous, swift and painless remedy for the employment crisis: only a
pachage of rigorous, lasting and unspectacular measures, directed to

achieving the same end and doggedly applied, can lead us onto the road to

recovery;

Believes that the success of any joint effort aimed at reinforcing
economic strength in the medium ana long terms will essentially depena on
the extent to which, on each occasion, a social consensus on thLe steps to
te taken can te achievea; ana that it is therefore of great importance
that the Council acopt Parliament's recomnendations relating to
encouraging cooperation between management and labour and increased

worker shareholdings in the capital of their undertalkings;

Considers that a suitable programme of economic recovery could
immediately be prepared on the btasis of the countless studies and
proposals submitted, ana that thq relevant powers provided for by the EEC
Treaty would enatle it to be implemented with all due speed; notes,
however, that the present deadlock within the Council prevents it from
undertaking a task of this kind;

WPUO16E - § - PE 8b.7%4/fin./A
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11. 1Is acutely aware that if a policy of economic recovery is to succeed, the
ability of the European institutions - and particularly the Council of
Ministers - to take decisions must be restored or strengthened along the

lines recommended by Parliament in its draft Treaty establishing the
European Union;

12. Takes upon itself the tash of prejipsing to the Council a 'Plan for

European Economic Kecovery', whiéﬁlis attached to this resolution and
which envisages:

(a) the rapid inplementation of a series of Community neasures designed
to ensure decisive progress in opening up and making optimum use of
the European econdmic area and to give an initial toost to the
recovery of productive investment, leading on to actiom to stimulate
real demana backed up by an easing of the burden of taxationm,

(b) the launching of a concertea ana coordinated medium—-term actiom
programme covering the budgetary, monetary and incomes policies of
the Member States and aimed at encouraging a lasting and nom-
inflationary recovery foundea on the restoration of the main macro
economic balances and on the dynamism of the European economy,

(¢) the adoption by the Community and the Member States of a package of
accompanying measures designed to ensure that the recovery programme
has a lasting impact, and

(d) the elaboratiom of several programmes for international cooperation

toth with the industrialized countries and with the developing
countries;

13. Instructs its President to sutmit this 'Programme for European Economic
hecovery' to the Europearn Council and to negotiate with it, in the
context of the Stuttgart declaratiorn on relations with the European
Parliament, the measures needed to promote its implementationm, thereby
enabling it to discharge an historical respomsibility, the political

endorsement of which will te given Ly the citizens of Europe themselves
during the June 1964 elections;

14. Also instructs its President to ensure that sufficient copies of this

report are distributed to the national parliaments, the mass media and
the public at large.

WPGO16E -6 -
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PROGRAIE FOR EUROPEAN ECONOMIC RECOVERY

Iatroduction

1, The Institutions and the Nember States of the Community hereby adopt this
'Programme for European Economic Recovery', uhich consists of a series of
interdependent short and medium-term measures, to be implemented at both
Community ana national level and subsequently extended on the basis of

appropriate international consultationms.

2. The purpose of this programme is to initiate and follow through, by a joint
and concerted effort, a lasting recovery of the European econémy so that,

while taking advantage of the recent upturn of the world ecomomy, Europe is
genuinely alble to exploit its ecomnomic potential to the full.

3. The measures to be adopted hinge on the following four broad objectives:

(a) the strengthening of certain Community policies, with particular

emphasis on action to revive productive investment,

(t) implementation by the Member States of a joint short and medium~term

economic action programme,

(¢) the adoption, by the Community and the Member States, of various

accompanying measures, and

(d) the elaboration of several international cooperation schemes (1).

(1) An explanation of the measures to be adopted, together with the

appropriate technical references, are to be found in the annex to this
Plan.

WPO616E - 10 - PE 8&8.764/fin./A
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1. STRENGTHENING COMMUNITY MEASURES

Consolidation of the intermal marhet
4. The establishment of a customs union has not entirely decompartmentalized
the national markets. Countless non-tariff barriers continue to be ar

impediment to the free movement of goods and the freedom to provide services.

Energetic steps will have to be tahen to harmonize technical standards
and regulations, simplify and progressively atolish intra-Community frontier
controls, gradually remove the restrictioms on the provision of services
(insurance, road and air tramsport), establish a Community trade marks law,
create a European stanadards association, and concentrate in each sector on the
most acceptable existing national standards, open up the public markets
(particularly in the telecommunications, energy, space technology and defence
equipment sectors), ana strengthen competition policy, partly by means of
tighter controls over state aia, but also by adapting the policy to the new

requirements of industrial cooperation.

Parliament demanas that priority should Le given to a five-year programme

for the elimination of technical barriers and frontier controls.

5. The Comnunity's enormous saving capacity (approximately 400,000 millicn
ECU), which outstrips that of the Unitea States, is not entirely exploited for

the benefit of Euzggean productive investment.

A sizeable proportion of these savings is used to finance the
Eurocurrency markets ana is invested elsewhere than in Europe. A larger share

shoula be channelled into productive investment, particularly in the form of
rish capital.

Measures aimed at integrating the capital markets should:

-~ abolish the restrictions on European residents in respect of purchases,

sales, mortgage transactions and, in general, any other transaction

involving financial assets denominatea in ECUs,

WEFLOLGE - 11 -
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- promote the creation and facilitate the operation of a Eurorean stock
exchange. through the interlinking of existing exchanges and the fiscal

harmonization of transactions in transferable securities,

- set a strict limit on the application and maintenance of the safeguard
clauses provided for by Articles 73 to 106 of the Treaty; where
dealings in stocks and shares issued by companies in the Member States
are concerned, these clauses could be gradually abolished,

-~ develop new instruments for the mobilization of savings and a
sutstantial Recovery Loan in ECU, accompanied by tax relief measures,

and mahe the financial services netﬁorks more unified.

The effectiveness of these measures would be greatly enhanced by the

creation of a fiscal and legal climate which was more favourable to saving and

investment.

Whilst improvement in the flow of capital is very important for recovery,
the fundamental problem facing‘many enterprises is not so much abtsence of
capital as low returns on capital invested, largely as a result of damaging
domestic tax burdems, technical regulations and administrative bureaucracy.
These pressures need to be relieved in accordance with the analysis contained
in the recent report by Parliament on investment policy in the Community (0J

No. ).

6. Progress towards financial integration in the Community, which will help
reduce the cost of capital, will be all the faster if it is based om a greater
stabilization of intra-Community exchange rates and a stronger European
monetary identity. The instability of exchange rates imposes a direct burden
on the production costs ana incomes of undertakings. The estatlishment of a
European monetary stability zonme and the upgrading of the ECU to the status of
an international reserve currency would be a decisive step towards improving

the internstional monetary system.

WPO616E - 12 - PE 8&.794/fin./A
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The progress maae in bringing naticnal monetary policies closer together
and the spectacular growth in the private use of the ECU fully justify, and
even necessitate, a strengthening of the EMS. In this context, it is

essential that the United Kingdom join the exchange rate mechanism of the EMS
as soon as possible.

The European Parliament calls for rapid adoption by the Council of the
Commission's proposals on the need to strengthen the exchange mechanisums and
on the creation, acceptability and convertibility of the ECU, such as they
were taken up ana amended by Parliament (see Herman report, PE 87.798).

7. 1In addition to the resources made availakle by a better integration of

the capital marhet, the Community's financial and budgetary instruments must
be aeployed in the following manner:

(a) The Community tuaget must gradually be made to provide more effective
support for the achievement of industrial, energy, transport, research,
development and regional policy objectives and, in general, for the

promotion of productive investment.

To the extent that the overall burden of taxation is not affected, the

Community's own resources must be increasea by stages and to a
cousideratle degree.

(b) 1In order to stimulate recovery without placing an intoleratle strain on
the national budgets or increasing their indebtedness, lending by the
Community should be raised to 20,000 million ECU over three years.
Priority should be given to financing productive investment in the energy
sector, advanced technologies, the small and mediun-sized undertakings,
including cooperatives, and telecommunications ana transport
infrastructures. With a view to extending and diversifying its
operatiocns, the European Investment Bank should expand its grouped loan
operations in collaboration with the national credit institutions and
progressively engage in the supply of rish capital by acquiring a

minority ana temporary interest in undertakings. In view of the high

WPOUb1bL - 13 - PE £8.794/fin./A
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level of interest rates, more emphasis should bte placed on the
subsidization of credit charges in the priority sectors specified in this
plan; subsidies should be allocated in accordance with the procedures

alreacy tested with ECSC loans.

To enatle the citizens of Europe to contribute directly to the recovery
effort anc to increase the savings ratio to fund expansion, the European
Investment Bank should issue 'European Recovery Bonds' through agencies

in each Member State selling them directly to the general public.

The financial resources thus mobilized must be earmarked for the policies

specifiea below.

(a)

(b)

T s G w r me e e R e W e e e e - — — —— -

Measures under this heading should focus on the following:

The need to improve the legal and fiscal environment of companies

It is necessary to aaopt as soon as possibtle the draft directive on the
European 'groupement d'intér€t &conomique', to expedite the work on the
statute for the European conpany and to ensure that the arbitration
procedure to eliminate doutle taxation is adoptea in cases where the
apportionnent of profits among associated companies is corrected. There
is also an urgent need to standardize legislatiom on liability for
defective products, the use of the capital marhets, company taxatiou and
intellectual property such as inventions and 'software'. The European
Parliament endorses the Commission's recommendations concerning fiscal
measures to stimulate investment, and calls for the rapid adoption of the

directive on merger comntrol.

The new technolqgies

Parliament strongly supports the Commission's communications, proposals
and recommendations concerning the Community's industrial strategy,
particularly where they relate to telecommunications, biotechnology and

the information technologies.

WPOb16E - 14 - PE 6£.794/fin./A
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1t calls for the rapid adoption and implementation of the Comxmission's

recommendation on the opening up of the public telecommunications markets.

The application and further improvement of microtechnology cffer European
industry a unique opportunity to meet the challenge of iuternational
competition in the mass production sectors through the development and

supply of new products and services which are capable of flexible
adaptation to differing demands.

Specialization in products of this kind would promote small production
structures through which it woula be possilble to take full advantage of

ccoperation on the broadest possitle scale.

1f rapia progress is to be made in this area, use of the Community's
promotional instruments must be coordinatea, in line with the common
objectives which require that investment be channelled into new products,
especially with a view to:

- the protection and rehabilitation of the enviromment,

- the promotion of innovation in the energy sector, and

- improvements in the dissemination of new technologies to assist small

and medium-sized uncertakings.
The attainment of these common objectives will necessitate measures:
- to facilitate coocperation on an equal footing at Community level,

- to encourage, where appropriate, the development of common marketing
organizatious, ara

- to foster vocaticnal training and retraining, taking special account of

technological ana organizational changes in the field of industrial
production.

WEOCL16L - 15 -
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(c) Assistance for small and medium-sized undertakings

Financial, administrative and technical measures should be taken in order
to improve the enviromment in which these enterprises operate. The
European Pariament has endorsed the Commission's proposals for making
venture capital available to small and medium-sized enterprises on
generous terms. Initiatives such as the European Innovation Loan and
European Cooperation Grouping shoula le developed to provide interest
rebates for mixed loans and finance for small businesses along the lines
estabtlished by the ECSC. Rapid action is necessary to achieve a proper
balance between investment in the market and non-market sectors so that
scarce resources can flow towards jobt-creating enterprise. It also
expects the Commission to produce without delay the proposals adumtrated
in Parliament's report on small ana medium-sized undertakings (0J NO. C
66, 15 March 1982).

(a) Sectors and reé;ons which are in difficulty and disaavantaged

1f, in the interests of closer comvergence - from which all will benefit
- the Member States accept the neea for greater discipline and a more
coorainatea approach, then, by implication, collective action must te
stepped up to assist regions and sectors which are in difficulty and
disaavantaged. Policies to promote economic convergence and reduce
regional disparities must therefore be pursued actively. Such collective
action shoula not aim to preserve sectors which have no economic future,
but should concentrate exclusively on conversion and redeployment
schemes. Farliament supports an increase in, and more effective
deployment of, the Regional and Social structural Funds according to the
guidelines laid down in its reports of November 1983.

(e) Transport ana communications infrastructures

Transport ana communications infrastructures were designed to meet
national requirements. The creation of a genuine common market demands
that these national structures should be integrated. It is essential
that the delays occasionea by frontier formalities should be eliminated

for all modes of transport and all systems of communication.

WPUOL6E - 16 - PE 88.794/fin./A
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9. In view of the far-reaching industrial changes which adjustment to the
new technologies will require, special measures will be needed to facilitate
the social rehabilitation, guidance and training of the workers affected.
These measures will have to be implemented by the European Social Fund, in

accordance with the criteria established by the European Parliament.

It is usually the case that, if the social and political consensus is to
be maintained through difficult periods of adjustment, the social policy to be
pursued must rely heavily on appropriate intervention by the Member States and
the social partners. The principles on which social policy must be based are

set out in point III.

10. Advantage must be taken of the temporary respite afforded by the settling
of the o0il markets to further reduce the dependence on external sources of
supply. An energy policy at Community level should bte directed towards the
need for conservation of energy and raw materials and an extended use of
renewalble energy sources relieving pressure on the EEC's energy balance.
Moreover, the research programme ana the demonstration projects must be

pursued in accordance with the criteria proposea by the Commission.

1l. Insufficient coordination and integration have diminished the
effectiveness and severely restricted the industrial development of the
considerable amount of research undertaken at national level. It is
essential for the Commission to encourage the coordination at European level
of pre-competitive research in the new growth sectors, in collaboration with
national undertakings and the competent national authorities. Financial
resources must be better allocated with a view to encouraging sector

specialization.
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12. Subject to compliance with the basic principles of the common
agricultural policy and with a view to preserving as mamy jobs as possible in
the sector, greater efforts must be made to reduce surpluses by adapting or
switching production to products better suited to market requirements. The
reallocation of the factors of production which this entails will be
facilitated by the decompartmentalization of the markets, abolition of
monetary compensatory amounts and application of the principle of product
specialization. A longer-terwn trade policy will be needed to support the

exportation of products which have becone more competitive.

13. A return to higher growth rates is bound to revive fears and misgivings
about damage to the environment. Much of this damage may not be avoided
unless there is an expansion of the appropriate Community measures, which are
invariably less expensive, especially if they are of the preventive kind. The
development of a Community environmental policy should be part of a strategy
for industrial innovation in the fields of waste recovery, and the elimination
of air and water pollution. As the environmental protection industry is
already one of the leading growth sectors, its further development should be
supported and appropriate funding must be made availatle. The proposals
relating to the transportation of toxic waste ana the elimination of lead in
petrol should be adoptea without delay ana steps should be taken to deal with
the protlem of acid rain.

11. COGORDINATIOM OF NATIOMAL ECOMOMIC POLICIES

14. The convergence of economic policies enhances their effectiveness. This
has been confirmea by experience, reasoned argument and simulation exercises
using econometric moaels. For any given result, the individual inputs

requirea will be less when their effects are combined.
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In order to achieve as much growth as is compatitle with the gradual
elimination of the structural disequilibria which have built up since the
crisis, each Member State should unaertahe to pursue - to the extent that it
has not already done so, and for some time ahead - the following policies. In

this, it should be adequately supported by the Commission.

15. Bigh rates of inflation represent an obstacle to the revival of economic
activity. Member countries where such rates persist should therefore pursue
their efforts for economic ana financial statilizatiom by bringing structural
budget deficits under control, containing monetary and credit expansion and
limiting the rise in nominal incomes.

-Efforts to reduce inflation must be coutinued in those states in which it
has not yet been brought down to a satisfactory level. The growth of the
money supply must be cut bach to a level compatible with an inflation target

of less than 4% in Europe (the USA has achieved a rate of 4% and Japen a rate
of 2.5%).

Not only is this essential for greater convergence within the EMS, the
consolidation of the EMS ana maintaining the exchange value of the ECU and a

balance of payments equilitrium, it is also a precondition for the lowering of

exchange rates ana the recovery of industrial investment.

Those Member States which have achieved this objective are urged to use
such margin for manoeuvre as they possess to encourage expansion by reducing

the cost of credit and the rates of taxation on industrial profits and
household incomes.

lo. One of the key objectives must be to reduce structural budget deficits
and to stabilize them at a low level. This is all the more important in

those countries whose putlic debt has become unacceptably large.

OKk.Fk.



rutlic expenditure should be restructured in such a way that investment
expenditure conducive to the growth of productive capacity is given precedence

over consumption ana transrers expenditure.

Taxation shoula be designed to encourage - or to penalize less severely -
investment, the accumulation of rish capital and business activity in general,
while fiscal levies as a whole should bLe held at existing levels, if not

reduced, with a view to stimulating demand.

Policy_on_incomes

17. Provision should be made for further measures to promote recovery if the
Unitea States decides to reduce its structural budget deficit. Fiscal
tightening in the USA, although absolutely essential for the longer-term
sustainability of the US and world recovery, will exert, in the short term, a
deflationary influence on the rest of the inaustrialized world mainly through
the slowdown in US economic growth and the dollar devaluation that could

follow a reduction in US rates of interest.

16. The social partmers shoula endeavour to ensure that the growth of incomes

is compatible with economic recovery. This will entail:

- in several countries, decelerating the rate of growth of money wages to

enatle financial policies to have a real expansionist effect,

- holding real wage costs at a level which will enable companies to
subtstantially increase their profits, which in turn will act as a spur
to investment ana lead to the creation of jobs; in some cases, this

will entail a temporary downward adjustment of wages,

- a reduction in the indirect wage component in preference to the

availatle income component,

- greater wage flexibility through collective bargaining with a view to
establishing a better balance on the labour market, and the development
of practices to ensure a closer link between remuneration and company

performance ana to encourage worker participation in the financing of
investment,
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- abandoning rigid indexing systems in respect of all prices and incomes,

- maintaining 2 sufficient wages spread to facilitate industrial
adjustment and change.
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19. The burgeoning cost of the social welfare policies has placed such an
izmense strain on available resources that they now tend to militate against
growth and employment. Greater selectivity will be needed in deciding who
shoula receive benefits ana what risks should bte covered. More people will
have to be encouraged to take out private insurance cover for non-essential

neeas ana minor risks. This applies particularly to people on relatively
high incomes.

III. JOINT ACCCMPANYING MEASURES

20. The measures so far proposed, which should be implemented both at
Community level and in the context of the short-term economic policies pursued
by the Member States, must be accompanied by a number of longer term measures,

whose purpose will be:
- to introduce a common industrial strategy; and
- to facilitate the adaptation of labour to the new working conditions.

These measures require both Commurnity and national participation. The
tash of the Community will be to elaborate the broad policy guidelines, while

that of each Miember State will be to adopt suitable implementing measures.

2l. 1t is highly desirabtle that the Community should evolve a genuine
industrial strategy - as advocated by the Commission in the context of the
30 May mandate - which woula provide a frameworh within which the
predominantly national structures of industrial undertakings can be enlarged

and made more competitive. Because of the competition from the large American
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and Japanese international companies, Europe must have a common industrial
strategy, otherwise it will be compelled continually to adapt its industrial

structure to the strategies of others.

As for the specific contribution to be made by the Community, in addition
to opening up the internal market and initiating practical measures in the
energy and research sectors, it must supply the information and the framework
required for the necessary consultations and coordination between governments
and between undertakings and, where appropriate, provide financial tacking for
joint initiatives in the new sectors. Any concept of industrial intervention
which simply has the effect of subsidizing unprofitable enterprises and

preventing industrial adjustment should, of course, be rejected.
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22. Equal importance attaches to the introduction of an effective policy to

assist workers to adjust to the new economic ana industrial environment.

The Community's primary task must be to coordinate measures to-adjust
worhing hours with the aim of mopping up any residual unemployment, bearing in
mind that even a surge in growth will not be sufficient to eliminate
unemployment entirely in the medium term. Both the Commission's surveys and
the Albert/Ball report advocate an overall reduction in the average number of
hours workea; this can be achieved by systematically introducing part-time
working, or even flexitime, using flexible and decentralized methods and
procedures. There is, however, a proviso: such adjustments must not

increase companies' wage costs or impair their competitiveness.

The Community's second tash must be to ensure that vocational training is
usea to promote employment, the adaptation of labour to the new technologies
and equality of opportunity. A concerted effort by the Member States - with
the assistance of the European Social Fund - is essential, and priority should
be given, in the first instance, to young people and the long-term
unemployed. Particular attention should also be paid to training in
management shills, having regard to the deficiencies in this area noted in the
Albert/ball report.

WPO616E - 22 - PE &§8£.794/fin./A
OR.FR.



Emphasis shoula be put on all initiatives, be it at international,
national, regiomal or local levels, for the creation of employment. 1In
particular, the Commission proposal for local employment initiatives should be

supportea and complemented by training and retraining programmes for the young
unenployed.

A Lroager and longer-term programme will have to be elaborated to ensure,
as the Commission rightly points out, that technological change keeps in step
with certain social changes in secondary and further education, in the
organization of working conditions and in the role of the industrial worker in
the face of technological change. 1In view of the need to unify the
Community's labour market, a very much faster rate of progress must be
achievea in the mutual recognition of qualificationms.

IV. INTERNATIONAL COOPERATION

23. 1In view of the growing interdependence of economies and policies at
international level, the effectiveness of the economic recovery measures
applied by the Community and its Member States would te much enhanced if
cooperation with the Coumunity's international partners ensurea that they were
taken up elsewhere.

A+  COCFERATICM WITH THE UMITEL STATES_AMD_JAPAM
24, Despite the fact that little headway was made at the last summit meetings
of the inaustrializea countries (Versailles, williamsturg), it is essential to

persist with the dialogue with a view to making progress in the following
areas:

vis-3-vis the United States, our primary aim must be to coordinate our

budgetary and monetary policies.
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25. The enormous structural deficit of the US budget crowds out domestic
savings and thus is the main factor behind high US interest rates and the
overvalued dollar. The domestic and worldwide implications of this budgetary
stance, in particular the enforced tightening of monetary cohditions, the
widening current deficit in the US balance of payments and the associated flow

of world savings into the USA pose a grave threat to economic recovery.
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26. A reduction of structural buaget deficits and a better talance lbetween
monetary policy and budgetary policy, with the primary aim of bringing down

real interest rates.

27. Controlled growth of the monetary aggregates, combined with a sustained

upturn of economic activity, while avoiding further inflationary pressures.

vis-a-vis the United States and Japan

Exchange rate policy

26. Regular consultations and, if possitle, coordinated action with a view to

establishing greater stability on the exchange markets.

Improvement of the existing structure of exchange rates; a revaluation
of the yen ana a devaluation of the dollar would help to restore balance of

payments equililrium ana chech the drift towaras protectionism.

2%. Measures to improve the operation of the international payments system

will sooner or later be essential.

A single national currency, managed in the national interest, cannot
remain the only international payment and reserve instrument. Proposals for

revising the system must be drawn up within the IMF.
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The IMF must also heep an eye on the state of international nmonetary
liquiaities. The Community Member States must adopt a common position within
the IMF on the question of increasing quotas and special drawing rights
(SDRs), in line with the recommendations of the European Parliament's report
of 13 Felruary 1984 on the international financial institutions
(Doc. 1-1263/83).

30. The continuous expansion of international trade is essential to the
prosperity of natioms. It is also a guarantee of peace. All the
industrializea countries must undertake to promote such expansion and to
resist the temptation to resort to protectionism. The work in progress
within GATT ana the OECD must te continuea with determination. Comsultatioms
must be hela before any unilateral decision is taken to restrict trade.
Special negotiations must be held with Japan with a view to securing easier

access to the Japanese domestic market.

Ihe ingebtedness of the Third worla

31. The aebtt of many developing countries is so large that it impedes their
growth ana restricts their imports ana hence, to some extent, our exports.

It also poses a threat to the stability of the international banking system.
The inaustrializea countries must agree on a strategy which Lest combines
internal adjustment measures with measures to re-schedule debt repayuments.
Appropriate financial support, from both public and private sources, might
also be envisaged. In addition to the resources of the IMF, those of the IBRD
and the IDA must also be increased considerably to help deal with the problem.

Energy
32. The temporary fall in oil prices in no way diminishes the importance or
indeed the necessity of developing alternative energy sources, making every
effort to save energy ana improving relations with the exporting and importing

countries with a view to ensuring regular supplies and stabilizing prices.
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B.  COOKERATION WITE THE LEVELCPING CCUNIRIES

33. The recession has had a very severe effect on the countries of the Third
World. The Third world is an important trading partner for Westernm Euroge,
ana the recovery of demand in the developing countries is of vital importance
for European economic recovery. A further deterioration of the trade position
and financial state of the Third World has to bte prevented, and it is
essential to naintain a sufficient flow of resources, notably in the form of
public development aids, in accordance with the principles, priorities and
criteria spelled out by the European Parliament.

Despite increasing protectionism, the EEC has to keep its frontiers as
open as possitle towards developing countries. An extemsion of specialized
tariffs is needed and, within the framework of a new ACP/EEC agreement, the

achievements of the Third Worla shoula be at least maintained, if not improved.

Although the accent must be placed on helping the poorest countries and
promoting self-sufficiency in food production, there is also an urgent need to
increase the energy production of the developing countries. The best way to do
this is to aevelop an international financing ana guarantee system which would
cover investors against the political rishs and against the monetary risks,
especially where a subtstantial part of the revenue was providea Ly the

national rnarket.

This international guarantee systew shoula be estaltlished on the btasis of
consultations between the national and European institutions which have

undertahen to finance exports aua to cover the attendant risks.

Cooperation with the developing countries with a view to stabilizing
their export earnings at a satistactory level must be taken further, in line

with the recommendations made Ly Parliament.

The gracual introauction of the ECU as an international currency will
have a favourable effect on the trade relations between Europe and the Third
World. Increasing activity of the EIB as a development bankh could be
supportea by the extendea use of the ECU.
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Part of the extra lencing possibilities that the EIB will obtain in the
coming years shoula be available for cooperative programmes in which
developing countries participate. This concerns projects in areas such as
energy and 'suitable technologies' in which European firms and/or research
institutes cooperate with developing countries.
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