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IN THE CHAIR: MR BERKHOUWER
(The sitting was opened at 5.10 p.m.)

President. — The sitting is open.

1. Resumption of session

President. — I declare resumed the session of
the European Parliament adjourned on 5 Octo-
ber 1973.

2. Forwarding of draft general budget for 1974—
setting of time-limits for forwarding opinions
and for tabling proposed modifications

President. — I have received from the Council
the draft general budget of the European Com-
munities for the financial year 1974, drawn up
by the Council of the European Communities.

This draft budget has been distributed under
No 187/73 and referred to the Committee on
Budgets pursuant to Rule 23(2) of the Rules of
Procedure.

Pursuant to the provisions of Rule 23(3) of the
Rules of Procedure and in agreement with the
Committee on Budgets, I would inform com-
mittees wishing to deliver opinions on the draft

general budgel that they should forward them
to the commitiee responsible by 31 October 1973.

I would remind the House that Rule 23A(3) of
the Rules of Procedure requires me to set a time-
limit for the tabling of proposed modifications
to the individual sections of the draft budget.

In the light of the work schedule of the Com-
mittee on Budgets and the fact that the budget
debate in November is approaching, the time-
limit has been set at 25 October 1973.

Rule 23A(2) of the Rules of Procedure stipulates
that, to be admissible, proposed modifications
must be tabled in writing, signed by at least five
Representatives, and indicate the budget heading
to which they refer. The condition relating to
the minimum number of signatures is of course
met if the proposed modification is submitted by
a political group or a committee.

The EEC Treaty stipulates that the budget must
be in balance; this requirement also applies at
the level of each institution.

Any proposed modification involving expendi-
ture for an institution must therefore provide:

-— either for compensation by an equivalent
reduction of the expenditure of that insti-
tution;

— or an equivalent increase in revenue.
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President

The principle of a balanced budget shall not
restrict the right of Representatives and of Par-
liament to take initiatives that do not respect
that principle, e.g. by proposing expenditure
without providing for equivalent revenue.

Having regard to the principle of a balanced
budget, such initiatives will not be treated as
proposed modifications to the draft budget but
as amendments to the motion for a resolution
and will therefore be presented in that form.

Pursuant to Rule 23A(2) of the Rules of Proce-
dure, the substantive part of the proposed
modification must indicate the section, title,
chapiler and article of the draft budget in res-
pect of new expenditure and new revenue.
However, if the new revenue is to be covered
by an increase in Member States’ contributions,
it will be sufficient to mention: ‘The contribu-
tions of the Member States shall be increased
by (indicate figure) ... units of account.

In the justification of their proposed modifica-
tions the authors must indicate the budget
heading concerned as well as the article.

Having regard to the importance of the different
phases of the budgetary procedure, all proposed
modifications submitted within the specified
time-limit will be printed and distributed to all
Members and shown as an annex to the report,
whether the Committee on Budgets has adopted
or rejected them.

Moreover, in accordance with Rule 23A(6) of
the Rules of Procedure, the text put to the vote
of Parliament will be the text of the draft bud-
get as forwarded by the Council.

Accordingly, all proposed modifications will be
called in plenary sitting and put to the vote if
they have not been withdrawn by their authors.

Because of the requirement that the budgetl
should be in balance, voting item by item on
a proposed modification is inadmissible, in order
to avoid the risk of adoption of expenditure and
rejection of corresponding revenue or vice versa.
For the same reason, amendments to a proposed
modification are not admissible. Such amend-
ments must be presented in the form of a pro-
posed modification.

For technical details, Members should refer to
the booklet on budgetary provisions, copies of
which have been distributed to them.

3. Documents received

President. — Since the session was adjourned,
I have received the following documents from
the parliamentary committees:

— Report by Mr Fellermaier on behalf of the
Political Affairs Committee on relations bet-
ween the European Community and the
United States of America (Doc. 188/73);

— Report by Mr Arndt on behalf of the Com-
mittee on Economic and Monetary Affairs on
the report from the Commission of the Euro-
pean Communities to the Council (Doc. 147/
73) on the adjustment of short-term monetary
support arrangements and the conditions for
the progressive pooling of reserves (Doc.
189/73);

— Report by Mr Vernaschi on behalf of the
Legal Affairs Committee on the amendment
of Rule 36 of the Rules of Procedure of the
European Parliament on the minimum num-
ber of Members necessary to form a political
group;

— Report by Mr Bousch on behalf of the Com-
mittee on Economic and Monetary Affairs on
the proposal from the Commission of the
European Communities to the Council (Doc.
182/73) concerning the annual report on the
economic situation in the Community (Doc.
191/73);

— Report by Mr Héger on behalf of the Com-
mittee on Agriculture on the proposal from
the Commission of the European Communi-
ties 1o the Council (Doc. 176/73) for a regula-
tion on measures to be taken in the agricul-
tural sector following the raising of the
central rate of the Dutch florin (Doc. 192/73);

— Report by Mr Miiller on behalf of the Com-
mittee on Public Health and the Environment
on the proposal from the Commission of the
European Communities to the Council (Doc.
113/73) for a directive on the approximation
of Member States’ laws on the interior fit-
tings of motor vehicles (strength of seats
and their anchorages)—(Doc. 194/73);

— Report by Mr Kollwelter on behalf of the
Committee on Regional Policy and Transport
on the proposal from the Commission of the
European Communities to the Council (Doc.
39/71) for a decision on the introduction of
a common system of payment for the use of
transport infrastructures (Doc. 195/73).

4. Decision on urgent procedure

President. — I propose that Parliament deal by
urgent procedure with reports not submitted
within the time-limits laid down in the rules of
11 May 1967.

Are there any objections?

The adoption of urgent procedure is agreed.
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5. Allocation of speaking time

President. — In accordance with the usual prac-
tice and pursuant to Rule 31 of the Rules of
Procedure, I propose that speaking time be allo-
cated as follows:

— 15 minutes for the rapporteur and one spea-
ker for each political group;

— 10 minutes for other speakers;
— 5 minutes for speakers on amendments.
Are there any objections?

That is agreed.

6. Order of business

President. — The next{ item is the order of
business.

At its meeting of 5 October 1973 the enlarged
Bureau prepared a draft agenda, but in view of
subsequent developments I propose that Parlia-
ment adopt the following order of business:

Tuesday, 16 October 1973
before 9.30 a.m.:

— meetings of political groups;

at 9.30 a.m. and 3 p.m..

— report by Mr Jozeau-Marigné on Rules 33
and 41 of the Rules of Procedure;

— Oral Questions Nos 76/73 and 77/73, with
debate, by Mr Liicker to the Council and the
Commission on anti-inflation policy;

— report by Mr Bousch on the economic situa-
tion in the Community;

— report by Mr Arndt on the adjustment of
monetary support;

— report by Mr Scelba on the motion for a reso-
lution by Mr Broeksz is taken off the agenda
at the request of the Political Affairs Com-
mittee, which is to deal with the same sub-
ject in the report by Mr Bertrand on political
union and the report by Mr Kirk on streng-
thening the powers of the European Parlia-
ment;

— report by Mr Vernaschi on Rule 36 of the
Rules of Procedure.

I call Mr Lange.

Mr Lange. — (D) Mr President, I should like to
make two proposals about the agenda.

I should like to propose that Oral Question No
76/73 and the Bousch report be debated jointly,
because the subject matter of both the question
and the annual report is ordered on parallel
lines, and we should constantly be having to
refer back or forward from one item to the
other. I should be glad to have the agreement
of the House on this point, otherwise we should
undoubtedly be going over the same ground
with the Bousch report as in the debate on the
two questions.

I should also like to suggest that we do not take
the Arndt report tomorrow, since Mr Arndt will
not be able to act as the rapporteur because of
parliamentary duties at home, and I think it is
important for us that he should introduce his
own report himself. My suggestion, which also
meets with the wishes of the rapporteur, is that
we take the ilem on Thursday. I am of course
aware that Mr Haferkamp cannot be present on
the Thursday. But in fact the Arndt report was
so fully discussed in committee with Mr Hafer-
kamp that in practice it is now only a matter
of considering any views which Mr Haferkamp
may still have to put forward which differ from
the proposals made by the Committee and in-
corporated in Mr Arndt’s report. I would not
exclude the possibility that Mr Haferkamp may
be able to anticipate Thursday’'s debate and let
us have his opinion on the matter tomorrow.
But in any case I am totally opposed to the idea
that the report could be introduced by some
other Member.

I should be glad, Mr President, if you and the
House can agree to my proposals.

Mr President. — I call Mr Kirk.

Mr Kirk. — Mr Lange has anticipated me
because I was going to suggest we should not
take Mr Arndt’s report tomorrow, not only for
the reason he has given, but because the repori
is a very important one indeed, it is not yet
available and I suspect my group will have a
number of amendments to table.

I should therefore be grateful if you could let
us know in the event of the report coming for-
ward to a vote—and, of course, one does not
know whether or not it will—what the deadline
for tabling amendments will be.

President. — Mr Kirk, could you tell me what
your group would think of a debate on this im-
portant point with the Commissioner responsible
absent?

Mr Kirk. — Mr President, this is a problem,
but the other difficulty would be to discuss the
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matter tomorrow morning not having received
the final text of the motion for a resolution. I
think that would be an even greater difficulty.
We shall have to listen to what Mr Haferkamp
has to say and, in the light of that, decide what
is the best method of proceeding.

President. — I call Mr Artzinger.

Mr Artzinger. — (D) Mr President, I wish to
oppose Mr Lange’s proposal that Oral Question
No 76/73 and the Bousch report should be com-
bined. I realize of course that the subject matter
is similar; but the question we are putting will
deal largely with the institutional side, and in
that respect the two matters do not overlap.

I am sure we can get through the questions very
quickly. It depends of course on the way the
Commission replies. But I feel fairly safe in as-
suming that it will not take up an excessive
amount of our time, and so I propose that the
two matters should remain as separate items on
the agenda.

President. — I call Mr Liicker.

Mr Liicker. — (D) Mr President, now that my
colleague Mr Artzinger has spoken on the first
item, I need only refer to the second, which I
shall do in the form of a question. Perhaps Mr
Lange will be able to answer it. He has pro-
posed that the Arndt report should be postponed
till Thursday, though the Vice-President res-
ponsible, Mr Haferkamp, will probably not be
here. You have in fact raised the question your-
self, namely, is this report so pressing and urgent
that we ought to or must deal with it this week?
I cannot believe it is. And if it is not so pressing
that it need not be dealt with this week, then
in that case I should almost prefer to put it
aside till a later date.

President. — Would Mr Lange please answer
that question?

Mr Lange. — (D) Mr President, I should like to
make two further points, one of them addressed
to my colleague Mr Artzinger. It is not in fact
apparent from the two questions that we shall
be dealing largely with the institutional aspect.
I have been looking at them from the economic
angle.

But I too should have things to say on the
institutional side as well, Mr Artzinger; we put
a good deal of emphasis on this aspect in the
Bousch motion for a resolution. And, honour-
ables Members, I would ask you to remember
that this would be our only chance of debating

the annual report on the economic situation,
and everything to do with implementation of
the Council’s decisions, in the presence of a
Council representative, who would no longer be
present, however, if we were to keep the items
separate.

So I would strongly recommend, honourable
Members, that we do not let this opportunity
go by as easily as that, because I an interested
to see—as I should think we must all be—how
the President of the Council or the Council’s
representative responds to the various points
which we shall undoubtedly wish to put to the
Council in connection with the Bousch report.

Why should the Council always be informed
indirectly about the course of our debates in
Parliament and our expressed views and con-
clusions?

I should be grateful, Mr Artzinger, if despite
your mention of the largely institutional aspect
you would make a statement first. I ask you
to agree to the holding of a joint debate.

As for my colleague Mr Liicker’s question, we
must finish with the matter in this part-session
because otherwise we should be limping along
behind the Council, which according to every-
thing we have heard will be having at least
one further discussion about the Commission’s
proposal, and this is a field of discussion where
it would not be without interest if Parliament’s
views were also available. So it must be during
this part-session and, if possible, according to
my original recommendation.

President. — I call Mr Baas.

Mr Baas. — (NL) Mr President, might I ask
Mr Lange a question? If I have understood him
properly, he wants the report by Mr Arndt to
be dealt with tomorrow, but the vote on the report
to be postponed until Thursday. Apparently the
European Conservative Group wishes to table
amendments. Do you not think it would be useful
to have Mr Haferkamp present? We must make
a choice between having Mr Haferkamp or the
rapporteur present during the discussion of the
report.

I should like to know exactly whether the inten-
tion is to deal entirely with Mr Arndt’s report
on Thursday or to give Mr Haferkamp the
opportunity tomorrow of formulating his views
on this report.

President. — I call Mr Lange.

Mr Lange. — (D) Mr Baas, I thought I had
expressed myself fairly clearly. But perhaps it
is my fault for not having done so. I can hear



Sitting of Monday, 15 October 1973 5

Lange

people shouting ‘two fast!’ I know, that is a
weakness of mine. But one cannot get over it
all that fast either.

The question of whether I think it important
for the Vice-President to be there is a false one.
I most certainly do. But I think it equally
important for the rapporteur to be present to
introduce his own report. We all know that this
is a field to which the rapporteur has devoted
particular attention, and is especially knowled-
geable. I have already said that there would
of course be nothing to worry about if, in con-
nection with the other debate which we are to
have on the annual economic report, since the
monetary fund has perhaps an important role
to play as a medium term instrument, Mr Hafer-
kamp would be good enough to state his opinion
on the proposals of the rapporteur Mr Arndt.

Now I believe-—and to this extent I should like
to take up what my colleague Mr Kirk has said
—that the groups must still have the opportunity
of dealing with this report. I tell you quite
frankly, it seems to me that discussion in Par-
liament and between Members of Parliament,
especially after what happened in the Commit-
tee on Economic and Monetary Affairs, is more
important than discussion with the Commission.

So here is another reason for postponing the
matter till Tursday, when the rapporteur can
be present. C’est cela.

President. — Mr Lange, could I ask you whether
you think Mr Haferkamp will agree to this?

Mr Lange. — (D) Mr President, I have never
asked whether any Member of the Commission
is in agreement or not with any point with
which Parliament is concerned in its own right.
Nor will I ever do so, Mr President. So far we
have always only asked if Members of the Com-
mission can take part or not, and have paid
particular attention to the time available.

So I ask you, Mr President, to relieve me of the
duty of replying.

I do not wish to reply to the question as you
have framed it.

President. — I call Mr Spénale.

Mr Spénale, — (F) Mr President, I support Mr
Lange’s proposal for the following reasons.

First, it is not simply a question of whether the
rapporteur or one Commissioner is present. A
little while ago Mr Kirk, for a different reason,
said that the debate should be put back until
Thursday in order to give the political groups
time to submit considered amendments to Mr

Arndt’s text. That is the first point to be
considered. Secondly, Mr Haferkamp’s presence
is no doubt desirable. But Mr Haferkamp can
adopt a position on the Arndt report as from
tomorrow. Moreover, and more important, the
Commission is a corporate body, and a subject
of such importance, on which it makes proposals
to the Council on short-term monetary support
arrangements and methods of pooling reserves,
is not a new question for the Commission of the
European Communities. It has discussed it and
will be present in this chamber; if Mr Hafer-
kamp is not there on Thursday, perhaps the
President of the Commission will be there
himself. In any case, all the Members of the
Commission took part in these discussions. So
we could have a valid debate on Thursday,
which would be very difficult to do tomorrow.

That is why I strongly support Mr Lange’s
proposal.

President. — It seems, then, that we are in
agreement on the proposal to take Mr Arndt’s
report on Thursday.

Are there any objections?

That is agreed.

It is also proposed that we take Oral Questions
No 76/73 and No 77/73 by Mr Liicker together
with the report by Mr Bousch.

Mr Liicker, do you agree to this?

Mr Liicker. — (D) No, Mr President. I have
ascertained that my colleague Mr Artzinger is
still insisting on separate debates. I have to join
him in this, because the institutional side is in
fact the most important aspect of our question.
That is why we should like separate debates.

President. — Mr Lange’s proposal is that Mr
Liicker’s oral questions to the Council and Com-
mission of the European Communities on anti-
inflation policy and Mr Bousch’s report on the
economic situation in the Community should be
the subject of a joint debate.

Mr Lange. — (D) Mr President, perhaps we can
come to a firm agreement that representatives
of the Council will also attend the debate on
the Bousch report. I should then withdraw my
proposal. I have asked Mr Artzinger to declare
his agreement with the suggestion because he
knows from the discussion we had in the Com-
mittee on Economic and Monetary Affairs that
the institutional side also comes into it.

President. — I call Mr Liicker.
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Mr Liicker. — (D) Naturally I have also asked
myself the same question, my dear colleague. I
cannot give any guarantee, or speak for the
President of the Council. But in my opinion it
stands to reason that the representative of the
Council will not be leaving Strasbourg in order
to return here the following day, Wednesday,
when our agenda includes Question Time, in
which there will be questions to the Council. 1
would much rather assume that the Council’s
representative will be here for this item on the
agenda, and that if he is already here he will
also be interested in attending the debate.

I therefore earnestly ask my colleague Mr Lange
to withdraw his proposal on this point.

President. — It is therefore agreed.

The agenda for Wednesday, 17 October 1973
will be as follows:

until 10 a.m.:

— meetings of political groups;

10 a.m., 3 p.m. and possibly 9 p.m.:
— Question Time;

— presentation of the draft general budget of
the European Communities for 1974;

— Oral Questions No 96/73 and 97/73, with
debate, by Mr Amendola and others to the
Council and the Commission on the coup
d’état in Chile;

at 3 p.m.: report by the Chairman of the Foreign
Ministers’ Conference on political cooperation;

— report by Mr Héger on a third directive
concerning sociétés anonymes.

After the plenary sitting, meeting of the Political
Affairs Committee.

I call Sir Tufton Beamish.

Sir Tufton Beamish. — I do not know what the
past practice has been when the Chairman of
the Foreign Ministers’ Conference has made his
report to Parliament at a plenary sitting but it
is certainly the view of the European Con-
servative Group that it would be very disap-
pointing and unfortunate if when Mr Andersen
makes his report to Parliament, which is the
only occasion in the year that he attends a
plenary sitting, there is no opportunity to put
questions to him. I realize that later in the day
he will be attending the Political Affairs Com-
mittee under the Davignon procedure, which
takes place only once a year, but this is no
substitute in our opinion for at any rate having

the opportunity to put questions to the Chair-
man of the Foreign Ministers’ Conference, and
I very much hope that that chance will arise.

President. — In answer to Sir Tufton Beamish’s
question, I shall do everything in my power to
see that the report by the Chairman of the
Foreign Minister's Conference is followed by
a short debate of 20 minutes in all, in accordance
with the provisions which are now laid down
in the so-called ‘pink pages’ of our Rules of
Procedure, and as we have done in the past
when other important statements have been
made.

Mr Spénale, do you wish to speak on Wednes-
day’s agenda?

Mr Spénale. — (F) Yes, Mr President. I would
like to point out that the Committee on Budgets
is also to meet on Wednesday evening at the
close of the sitting. It is due to discuss the text
of the Council’s statement on the 1974 budget.

President. — Thank you for pointing that out.
I call Mr Radoux.

Mr Radoux. — (F) Mr President, I would like
to make two points with regard to what Sir
Tufton Beamish has said.

Firstly, a twenty-minute debate consisting of
questions put to the Minister presiding over the
Conference is not very much.

Secondly, as things stand, is there not a regula-
tion by virtue of which the Chairman of the
Conference makes a statement to Parliament
not followed by a debate, but which is debated
in the Political Affairs Committee?

I am asking this, Mr President, because it would
be a pity if, by consensus, it was arranged that
certain questions could be put at a public sitting
while what Parliament surely wants is an
improvement of the system, i.e. not so much the
ability to put questions as to have a genuine
debate on foreign policy in plenary sitting and
not just in the Political Affairs Committee.

President. — I call Mr Covelli.

Mr Covelli. — (I) Mr President, I am in agree-
ment with the proposal, or rather with the
observations, made by Mr Radoux.

It would be very surprising if a President of
the Council were to make a report to the Par-
liament without there being automatically a
debate on the statements made by him, all the
more so when we bear in mind that this Par-
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liament takes precedence even over the Com-
mission when it comes to a debate of this kind.

I see that Mr Vernaschi’s report on behalf of
the Legal Affairs Committee is on the agenda
for Thursday’s sitting. I had been told unof-
ficially that this report was to be discussed at
tomorrow’s sitting or Wednesday’s at the latest.
I should like to ask the President to examine
the possibility of combining the discussion on
Mr Jozeau-Marigné’s report on an amendment
to Rule 33 of the European Parliament’s Rules
of Procedure with the discussion on Mr Ver-
naschi’s report on an amendment to Rule 36 of
the Rules of Procedure.

It is a good thing to clear the ground of all
questions relating to the Rules of Procedure
before we come to discuss political matters
properly so-called. Furthermore, since it seems
to me that the report on the amendment to Rule
36 of the Rules of Procedure is particularly
important from the point of view of the consti-
tution of the groups and of ensuring equal rights
to all the Members of this Parliament, I think it
advisable that the debate on this report should
take place before our Assembly becomes engros-
sed in political debates.

Therefore, I am taking the liberty of asking the
President to bring forward to Tuesday the
discussion on Mr Vernaschi’s report instead of
Mr Arndt’s report for which a postponement
until Thursday has been requested.

President. — Mr Vernaschi’s report is already
on the agenda and will be debated at the end
of tomorrow’s sitting. It will be distributed
tomorrow morning.

Covelli. — (I) That is the first I have heard of
it, Mr President.

I will avail of the opportunity, however, to ask
the President and his assistants to arrange with
the departments concerned to have Members
supplied with the texts of reports even before
their arrival in Strasbourg, in order to keep our
debates from becoming exercises in improvisa-
tion.

It should be noted that of the eleven reports to
be discussed at this part-session, the texts of
only four of them are in the hands of Members
of Parliament; none of us has as yet got a text
of any of the others, including the ones that are
to be discussed tomorrow.

President. — I now come to Mr Radoux’s
proposal. Of course, as he knows, a difficulty is
presented by the fact that this is not a statement
by the Council, but by the Chairman of the
Foreign Ministers’” Conference, more or less in

accordance with the Davignon procedure. This
being the case, it is provided that later on there
will be a private discussion at a meeting between
the Chairman and the Political Affairs Com-
mittee. This is a very delicate matter.

I do not know whether the Chairman of the
Conference will agree to the procedure proposed
by Sir Tufton Beamish. I shall however take
the necessary steps to persuade the Chairman
of the Foreign Ministers’ Conference to agree to
it. Perhaps the chairmen of some of the political
groups could be present at this interview as
responsible witnesses. I promise that I shall do
everything within my power to arrange this.

I call Mr Fellermaier.

Mr Fellermaier. — (D) Mr President, your last
observation makes it necessary for me to expand
a little on what Mr Radoux has said. We have
got the Davignon procedure, which means that
all political groups can send representatives as
they wish to the Political Affairs Committee
to take part in a full-ranging discussion on
political affairs with the Chairman of the For-
eign Ministers’ Conference. When it comes to
delicate matters of foreign policy—I am thinking
of the Middle East, to name one on everyone’s
lips—I ask myself what purpose there can be in
getting the President of the Council to give
unprepared answers to unprepared questions. I
personally think the groups would benefit much
more if they took advantage of the path which is
open to them under the Davignon procedure
and prepared the ground carefully for attend-
ance at meetings of the Political Affairs Com-
mittee and for a dialogue with the President-
in-Office of the Council.

So far as this is concerned, Mr President, I ask
you to reconsider whether you think it expedient
to try to put into effect, with the support of the
group chairmen, an arrangement which would
not in fact lead to the results which Sir Tufton
Beamish wants. When he talked just now about
putting questions, he did not mean simply
requests for information, but a parliamentary
debate. This is just not possible under the Davi-
gnon procedure.

President. — I call Sir Tufton Beamish.

Sir Tufton Beamish. — My suggestion was very
simple. A report is being made by the Chairman
of the Foreign Ministers’ Conference to this Par-
liament. I asked whether it would be possible—
I very much hope it will—for questions to be
put to the Chairman of the Foreign Ministers’
Conference for a short time. After all, our
plenary sittings take place in public and Com-
munity foreign policy is developing rapidly and
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Members of this Parliament would like an
opportunity for a short time to put questions to
the Chairman of the Foreign Ministers’ Con-
ference.

President. — Ladies and gentlemen, I shall
discuss this matter in greater detail with the
chairmen of the political groups, whom I have
already invited to join me after this sitting to
discuss a certain matter. We shall then discuss
the question, taking into account the remarks
which have been made by Sir Tufton Beamish
and Mr Fellermaier.

I call Mr Covelli.

Mr Covelli. — (I) Mr President, I cannot agree
with those last statements of yours. The speaker
who preceded me is probably not aware that
some political groups are not represented on
the Political Affairs Committee. As a result,
there are Members of Parliament sitting in this
Assembly who have no knowledge of the
discussions taking place at meetings of the
Political Affairs Committee, because the groups
to which they belong are not represented on it.

I may add that we are not satisfied either with
the idea of arrangements between the Political
Affairs Committee and the chairmen of the
political groups, since the non-attached Members
are not privileged to have group chairmen who
could confer with the committee. Since all
Members of Parliament in this Assembly have
equal rights, I think that there should be a
political debate with oral and written questions
and all the guarantees that can come from a
Foreign Ministers’ Conference, so that all
Members of Parliament can be fully informed
on the political situation.

President. — I call Mr Liicker.

Mr Liicker. — (D) Mr President, I should like to
ask the honourable Member who has just spoken
to understand me when I say that we are all
of us as parliamentarians concerned to develop
and strengthen the prerogatives of Parliament.
We all regret that there is still no arrangement
for debating foreign affairs in this Parliament of
the kind he would like. But we do have a pro-
cedure which is not in operation as a result of
the Treaty but of a voluntary agreement entered
into between Parliament and the Council of
Foreign Ministers. This procedure cannot be
altered unilaterally by Parliament to make it
more equitable. If we want it altered, this can
only be done with the agreement of the Council
of Foreign Ministers. We may deplore this, but
that is the position.

I do not believe that the debate at this plenary
sitting, even if we were to go on for another
six hours, would advance matters one single
inch. The only possibility open is to discuss with
the Council of Foreign Ministers to what extent
and in what form the procedure followed until
now might be improved from the point of view of
the prerogatives of Parliament. But for this we
need the agreement of the Foreign Ministers’
Conference. And that was your invitation, Mr
President: to talk it over one day with the
President of the Council.

President. — I call Mr Behrendt.

Mr Behrendt. — (D) Mr President, some of the
ideas put forward make it advisable for me to
make a few further observations.

Certainly we are not all of us here as happy
about the Davignon procedure as some Members
of the European Parliament are trying to make
us out to be. But I do not think it can be said
either that it is impossible for us to discuss
matters of foreign policy when we have the
opportunity of putting questions to the Council.
Is there really any Member of this Parliament
so feeble that he will get on his feet and say
he is incapable of bringing foreign policy mat-
ters into these questions? Do not let us give our-
selves such a bad report!

But let us just think what happens in our
national parliaments. Sir Tufton Beamish says
he would like to put questions. I believe that
in almost every case—perhaps it is different in
the British House of Commons, with committees
always sitting in public—two committees, the
foreign affairs committee—in our case the
political affairs committee—and the defence
committee carry on their discussions in secret.
We must remember that all the subjects which
might come up in a debate on foreign policy
would be subject to security limitations, and
that there are matters which cannot be talked
about in an open plenary sitting but can only
be brought up in committee, because security
considerations make this the only place where
we can mention and ask questions about matters
which there are good reasons for keeping secret.
Please bear these limitations in mind when you
go over to the attack, Mr President.

I am in favour of a debate after the report by
the Chairman of the Foreign Ministers’ Con-
ference, but believe that we must also respect
the limitation of secrecy.

President. — Does anyone else wish to speak?
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We shall therefore discuss the statement by the
Chairman of the Foreign Ministers’ Conference
in greater detail, taking into account what has
just been said by the various speakers.

We now come to the agenda for Thursday, 18
October 1973:
until 10 a.m.:

— meetings of political groups;

9 am.:

— meeting of the enlarged Bureau;

10 a.m. and 3 p.m.:

— statement by the Commission of the Euro-
pean Communities on action taken on
opinions delivered by the European Parlia-
ment;

— report by Mr Fellermaier on relations bet-
ween the EEC and the USA;

— report by Mr Arndt on the adjustment of
monetary support;

— report by Mr Delmotte on regional policy;

— report by Mr Thomsen on the Agreement
between the EEC and Norway;

— Oral Question No 98/73, with debate, by Mr
Jahn and others to the Commission of the
European Communities on cooperation agree-
ments with State-trading countries;

— Oral Question No 100/73, without debate, by
Mr Ansart and Mrs Iotti to the Commission

of the European Communities on the entry
of Spain into the Common Market;

— Oral Question No 134/73, with debate, by
Mr Van der Hek to the Commission of the
European Communities on generalized
preferences.

We now come to the agenda for Friday, 19
October 1973:
until 9.30 a.m.:

— meetings of political groups;

9.30 a.m. to 12 noon:

— report by Mr Héger on agricultural measures
following revaluation of the Dutch florin;

— report by Mr De Koning on the 1973-1974
price for olive oil;

— report by Mr Scott-Hopkins on time-limits
for granting EAGGF aid.

Are there any objections?

That is agreed.

7. Agenda for mext sitting

President. — The next sitting will be held
tomorrow, Tuesday, 16 October 1973 at 9.30 a.m.
and 3 p.m., with the agenda which has already
been decided.

The sitting is closed.
(The sitting was closed at 6 p.m.)
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IN THE CHAIR: MR BERKHOUWER
(The sitting was opened at 9.30 a.m.)

President. — The sitting is open.

1. Approval of minutes

President. — The minutes of proceedings of
yesterday’s sitting have been distributed.

Are there any comments?

The minutes of proceedings are approved.

2. Documents received

President. — Since the session was adjourned,
I have received the following documents:

(a) from the Council of the European Com-
munities, a request for an opinion on the
proposal from the Commission of the
European Communities to the Council for
a regulation extending for the years 1972,
1973 and 1974 certain time-limits for
granting aid from the Guidance Section of
the European Agricultural Guidance and
Guarantee Fund (Doc. 198/73).

This document has been referred to the
Committee on Agriculture as the committee
responsible and to the Committee on Bud-
gets for its opinion;

(b) from the committees, the following reports:

— Report by Mr Seefeld on behalf of the
Committee on Regional Policy and
Transport on the proposal from the Com-
mission of the European Communities to
the Council for a regulation supplement-
ing Council Regulation (EEC) No 543/69
of 25 March 1969 on the harmonization
of certain social legislation relating to
road transport (Doc. 197/73);

— Report by Mr Scott-Hopkins on behalf
of the Committee on Agriculture on the
proposal from the Commission of the
European Communities to the Council
for a regulation extending for the years
1972, 1973 and 1974 certain time-limits
for granting aid from the Guidance Sec-
tion of the European Agricultural
Guidance and Guarantee Fund (Doc. 199/
13);

— Report by Mr De Koning on behalf of
the Committee on Agriculture on the
proposal from the Commission of the
European Communities to the Council

for a regulation fixing the target price
and the intervention price for olive oil
for the 1973/1974 marketing year (Doc.
200/73).

3. Amendment of Rules 33 and 41 of the Rules
of Procedure

President. — The next item is a debate on the
report drawn up by Mr Jozeau-Marigné on be-
half of the Legal Affairs Committee on the
amendment of Rules 33 and 41 of the Rules of
Procedure of the European Parliament concern-
ing the quorum in plenary sittings and in com-
mittee respectively (Doc. 183/73).

I call Mr Jozeau-Marigné, who has asked to
present his report.

Mr Jozeau-Marigné, rapporteur. — (F) Mr
President, ladies and gentlemen, we have here
one of the first results of the efforts of the
working party set up by your Assembly to
re-examine the procedures and working methods
of the European Parliament.

This working party has transmitted to our
Bureau a proposal for the amendment of Rule
33 of our Rules of Procedure concerning voting
and, more specifically, the quorum. In Rule 33 (2)
it is specified that ‘A quorum shall exist when
a majority of the current Members of Parlia-
ment is present’. As those of us who have been
Members of this Assembly for some years can
confirm, there have been many occasions when
Members, far from seeking to ensure that a high
proportion of parliamentarians take part in
debates and voting, have endeavoured to delay
voting on grounds which have sometimes been
somewhat dubious.

It is for this reason that the working party has
proposed that the quorum stipulated in Rule 33
should be reduced from a majority to one-third.
Mr President, I should like to stress that the
Legal Affairs Committee, to which this basic
idea was submitted, has approved the report
which it is my privilege to present before this
Assembly unanimously.

Rule 33 (4) also stipulates that ‘A vote by roll-
call shall be valid only if a majority of the
current Members of Parliament have taken part
in it".

Since paragraph 4 is also concerned with the
quorum, it was of course necessary for us to
make it consistent with the amended paragraph
2. Here again, we are asking that the validity
of votes by roll-call should be subject to the
participation of one-third of the current mem-
bers of Parliament
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However, the working party and the Bureau
have gone further in making provision for an
additional procedure for voting in plenary ses-
sion based on the provisions of Rule 41 of our
Rules of Procedure for voting in committees.

The working party and the bureau proposed the
following provision: ‘However, if so requested
before the voting has begun by at least 30
representatives, present, it shall be valid only
if a majority of the current Members of Par-
liament have taken part in it’.

Thus, there was a desire to offer the possibility
of two quorums: the normal quorum requiring
one-third of the Members and another, which
must be requested by at least 30 Representatives,
of half the membership.

Our Legal Affairs Committee has adopted this
proposal in its essentials but, in the wording
which it proposes to you today, it has introduced
some minor modifications.

Firstly, the committee considered whether 30
was an appropriate number, since it was also
perfectly reasonable to argue in favour of, for
example, 25.

Following a long discussion, the committee
agreed upon the figure of 30. On what grounds
did it concur with the proposals of the bureau
and the working party?

Our reasons lay in the fact that this provides
a certain parallelism with the provisions of Rule
41 of our Rules of Procedure, which provides
that in committees, one-sixth of the members
request that the quorum be raised to an absolute
majority of the committee numbers.

30 is roughly one-sixth of 180 members. Herein
lies the parallelism.

Nevertheless, we have seen fit to stipulate that
the 30 representatives must be present, in order
to avoid a situation in which a request could be
made by 30 Representatives without their
actually being present.

The committee has made a second modification
to the effect that political groups should be
allowed to request the quorum of a majority of
the current Members of Parliament.

Indeed, this is not the first time that this notion
of the political group has been adopted: it
already features in our Rules of Procedure. A
number of colleagues requested that, at a level
at which one is seeking to attach particular
importance to the idea of the political group—
after all, we are all political men— this pos-
sibility should be made available.

Mr President I have now given a rapid outline
of the spirit in which the Legal Affairs Com-

mittee unanimously adopted the report which it
is my privilege to present to you.

However, I have given my undertaking to the
committee to clarify one further point. I must
remind this House that the 30 parliamentarians
—or the political group-—are always free to
withdraw their request. This was not included
in the wording for the sake of simplicity, but
it is very clearly inscribed in both the tradition
and the practice of the proceedings of a parlia-
mentary assembly.

It is clearly unnecessary to make provision for
this option in the Rules of Procedure, since it
is already a part of time-honoured custom.

This is the "only verbal qualification which I
wished to make to my written report. I should
like to say that here, as in many other areas,
the smooth-running of the work of this
Assembly depends more on the wisdom and
goodwill of its members than on the actual let-
ter of its Rules of Procedure.

(Applause)
President. — I call Mr Brewis.
Mr Brewis. — I rise briefly to compliment Mr

Jozeau-Marigné on his report. It is always a
pleasure to listen to him and the lucid way in
which he explains complicated subjects. He alse
shows a considerable measure of suppleness in
adopting suggestions put forward by his col-
leagues in the Legal Affairs Committee. One
suggestionn put forward in that committee was
that the political groups should be recognized as
having a right to ask for a majority vote. This
has been adopted.

Mr Jozeau-Marigné also explained why he had
decided that it should be a political group of
30 Members. When the rules are being reviewed
again it needs to be considered perhaps whether,
if the political groups are to be reduced to 10
Members, 30 Members is not too large a number
and it should be reduced perhaps to 20 or 25 or
to a figure nearer 10 per cent of the
Representatives in this Assembly.

My second point is that the amendment of one
rule may have an effect on other rules. We now
use in Rule 33(4) the expression ‘current
members’, but this is different from the expres-
sion in Rule 41 and therefore legally might be
thought to have a different legal interpretation.
I am glad that Mr Jozeau-Marigné has taken
up this point and proposed an amendment of
Rule 41(2) which brings it into line with Rule 33.
It is true that piecemeal amendment of rules
may inadvertently cause ambiguity in other
rules. As this Parliament evolves and gains
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more power, frequent amendment of rules may
become desirable. Last session we discussed
the amendment of another rule, and later today
we shall have Mr Vernaschi’s report on Rule
36. At present there is a working party on this
subject. Should we not have a more permanent
body to keep the rules under continuous review
and, when necessary, to produce completely
revised rules perhaps every three or four years?

While I applaud Mr Jozeau-Marigné’s conclusion
that the smooth running of the work of this
Assembly depends on the wisdom and good will
of its Members, I do not think that this obviates
a need for clear rules of procedure which should
be adhered to, so that matters are not just left
to the good sense of Members.

President. — I call Mr Broeksz on behalf of
the Socialist Group.

Mr Broeksz. — (NL) Mr President, I am very
sorry to have to tell you that it was not until
this morning that my group was in a posilion
to discuss this per se not insubstantial amend-
ment to the Rules. I shall, therefore, have to ask
for your permission to submit a short amend-
ment orally. The circumstances being what they
are, we were not able to do this earlier. I hope
that we may crave your indulgence in the
matter.

Generally speaking, I can associate myself—on
practical considerations—with the proposal that
has been made by Mr Jozeau-Marigné. Unfor-
tunately I did not hear him speak to his propo-
sition. It is of course normal in itself for a
Parliament to determine its quorum. I assume
that in most parliaments the quorum will be
that what it once was under Article 33, that is
to say half of the current members, plus one.
But in view of the working methods of this Par-
liament I believe I may say that it would be a
wise step, on practical considerations, to reduce
the quorum. It occurs only seldom, in view of
the double function that the large majority of
the Members of this Parliament have, that half
of the Members can be present. They are in fact
frequently kept busy in their own countries on
important matters being dealt with in their own
parliaments.

In these circumstances it would often appear
difficult to demand that a quorum of half of the
number of Members plus one should be present
when a roll-call vote is taken. Those who have
filled their Parliamentary seats for some time
will have known the situation where the vote
could not be taken because half of the Members
were not there and, what is more, at the {ol-
lowing sitting, when the vote had to be taken,
there was some anxious questioning as to whe-

ther half of the number of Members could be
present. In these circumstances we feel, there-
fore, that it would be in every way justified
to reduce the quorum from a half plus one to
a third plus one.

This introduces another matter, namely the addi-
tion to paragraph 4. Here Parliament is really
concerned with a kind of second quorum. If 30
Members or a group so request, this quorum is
suddenly returned from one-third back to the
half. We can then once more end up with the
same difficulties that we have been struggling
with up till now, due to which it was precisely
desirable for this quorum to be reduced from
a half to a third.

We discussed this at great length in the Legal
Affairs Committee. It is true that I voted for,
but at the same time said that I wanted to re-
serve the right to think a bit more on the matter
and to come back to it. Fortunately the com-
mittee agreed to this.

The upshot of discussion in our group was that
we have no objection to accepting this second
quorum 1i{ 30 Members so ask. 30 Members of
Parliament ‘present’ have therefore to ask this.
What our group found a problem—and this is
perhaps rather odd after the discussions in the
Legal Aflairs Committee—was the fact that a
group, too, could request this. Now I may as-
sume that in course of time a group is reduced
to 10 Members. I am now anticipating Mr Ver-
naschi’s motion but I do think this entirely
possible. This is to say, therefore, that 10 Mem-
bers could ask for this. A roll-call vote can in
fact already be requested by 10 Members in
every case, but then with the quorum that is
now to be fixed, as this is already laid down in
Article 35 (3).

Then there is yet another question. What does
this proposal mean by a group? Does this mean
that the whole group must be present? Does
this minimum of 10 Members have to be present
or do all 50 Members of a group? Or is it pos-
sible {or one man to get up and say that on
behalf of his group he is asking for this increase
in the quorum to half? This is the point that
exercised our group today. We think it undesi-
rable for this to happen, because we all know
that 1, 2 or 3 Members present of a group could
say: ‘On behalf of my group we propose that
you proceed pursuant to Article 33 (4) of the
(new) Rules and ask for this roll-call vote, for
which purpose a quorum of a half plus one must
be present’.

Mr President, on looking into it further, we
would therefore wish to delete the words ‘a
group or’. This means that the right of a group
to ask for ihis will lapse and that this right
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will only remain to be exercised by 30 Members
present of Parliament.

I am sorry that we could not submit this amend-
ment in writing, as ought to be done. I should
like to present my apologies for this, and also
to Mr Jozeau-Marigné, who has not been able to
take a look at this amendment, but I know him
well enough to know that he—intelligent man
that he is—can adjude this proposal as it is.

It is a simple proposal in any event.

Mr President, I hope that you will, nevertheless,
agree to put our amendment, which has not been
submitted in writing, to the vote. Our group
therefore agrees to a quorum of one-third, as
proposed in paragraph 2. This quorum continues
10 be maintained in the first sentence of para-
graph 4. In the second sentence the words ‘a
group or’ are therefore deleted.

President. — I propose that Parliament should
consider the amendment which has been submit-
ted orally.

Are there any objections?
That is agreed.

What is the rapporteur’s position.

Mr Jozeau-Marigné, rapporteur. — (F) Mr Pre-
sident, I am always delighted to listen to con-
tributions from Mr Broeksz. In the Legal Affairs
Committee—and I say this in the presence of
our chairman—our little skirmishes and discus-
sions are always marked by the greatest cour-
tesy and usually end in agreement.

Mr Broeksz will, I am sure, be pleased to hear
that I agree to hs amendment without hesita-
tion. Why? Although it is not our custom to
reveal what is said in committee, on this point,
I feel at liberty to tell the Assembly that the
wording which I proposed in committee was
identical to that for which Mr Broeksz is calling
today. Far be it from me to suggest that his
group is now backing my original proposal, but
I should nevertheless point out that it was on
the proposal of one of the members of his group
that I inserted this provision. On that occasion,
I felt it my duty to meet the Socialist Group
half-way by agreeing to their proposal.

Today, the Socialist Group is going back to my
original dea. How could I refuse? On the con-
trary, I agree and thank them.

In answer {o the question asked, I would add,
in the presence of Mr Schuijt, that the committee
accepted the principle of the political group in
name requesting the higher quorum. In other
words, irrespective of whether there were 10,

15 or 18 members present, the appropriate mem-
ber of the political group could get up and sub-
mit the request on behalf of his group.

I should like to say that my colleague on the
committee from the Socialist Group and I had
not seen any difficulty in this, since there is
already a precedent regarding the scope for in-
tervention of political groups. I refer to Chapter
XI, Rule 47A (2) of our Rules of Procedure
dealing with Question Time, by the terms of
which ‘A political group or at least 5 Represen-
tatives may request before the end of the hour
reserved for questions..’. The notion of inter-
vention by a political group is therefore already
established in our procedures.

Be this as it may, Mr President, since Mr
Schuijt is making a gesture of approval, I feel
that I am able to say on behalf of the com-
mittee that I accept the amendment moved by
Mr Broeksz on behalf of the Socialist Group, and
therefore read the text proposed for paragraph
4, in full agreement with Mr Broeksz: However,
if so requested before the voting has begun by
at least 30 representatives present, it shall be
valid only if a majority of the current Members
of Parliament have taken part in it.

In this way, there cannot remain the slightest
difficulty or discord between us.

President. — Does anyone else wish to speak?
The general debate is closed.

We shall now consider the amendment moved
by Mr Broeksz on behalf of the Socialist Group
to paragraph 1 of the motion for a resolution, to
the effect that the words ‘a political group or’
be deleted from the second sentence of Rule
33(4) of the Rules of Procedure.

I put the amendment to the vote.
The amendment is adopted.

I put to the vote the motion for a resolution as
a whole, incorporating the amendment that has
been adopted.

The resolution so amended is adopted.*

4. Oral Questions No 76/73 and No 77/73, with
debate: anti-inflation policy

President. — The next item is Oral Question No
76/73 and Oral Question No 77/73, with debate,
by Mr Liicker on behalf of the Christian-Demo-
cratic Group to the Council and Commission of
the European Communities.

Oral Question No 76/73 is worded as follows:

1 OJ No (€95, 10. 11. 1973.
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‘Subject: Anti-inflation policy

I. The
(1)

II. The

worldwide aspect

What medium-term forecast on world-
wide economic development does the
Council take as a basis, especially with
regard to

(a) the excess money supply,

(b) the fact that primary economic
products are becoming scarcer and
therefore dearer, as well as the
problem of replacing them,

{c) the other factors underlying infla-
tionary trends?

By means of what policies does the
Council think it can protect the Com-
munity from the influence of these in-
flationary factors (e.g. trade and mone-
tary policy), so that the stability which
has been declared to be a matter of top
priority will, in fact, be clearly seen to
be a primary concern of the Com-
munity?

European aspect

(3) The disparity between production tar-

gets and the actual situation has been
concealed rather than revealed by all
Council and Commission documents so
{ar made available.

Is the Council prepared to give details
of how far, for example, the guidelines
set out in the Council Decision of 5
December 1972 on anti-inflationary
measures have been followed and how
far the measures announced therein
have been implemented by the Member
States?

(4) What sanctions does the Council intend

(5)

to impose on Member States who do
noi comply with Community provisions
in spite of the efforts being made to
harmonize monetary, economic and
financial policies?

Why did the Council—contrary to its
resolution of 5 December 1372—fail to
make practical provisions in its resolu-
tion of 28 June 1973 on the measures
to be taken by Member States to reduce
inflation, or to furnish guidelines, as
far as possible expressed in figures?

I11. Institutional aspect

(6)

Does not the disturbing trend (high and
increasing rate of inflation, growing

acceptance of inflation and reluctance
to save) constitute for the Council suffi-
cient ground for now carrying out deci-
sive shifts of competence in the field
of monetary, economic, financial and
incomes policies to the Community,
considering that all Member States’
governmenis siress that anti-inflation
measures can on longer, or only to a
limited extent, be introduced at national
level because of the integrating effect
of the Common Market, and that mere
concertation of policies clearly holds out
little promise.’

Oral Question No 77/73 is worded as follows:

‘Subject: Anti-inflation policy

1. The

(1)

worldwide aspect

What medium-~term forecast on world-
wide economic development does the
Commission take as a basis, especially
with regard to

(a) the excess money supply,

(b) the fact that primary economic
products are becoming scarcer and
therefore dearer, as well as the
problem of replacing them,

(c¢) the other factors underlying infla-
tionary trends?

(2) By means of whatl policies does the

II. The

(3)

Commission think it can protect the
Community from the influence of these
inflationary factors (e.g. trade and
monelary policy), so that the stability
which has been declared to be a matter
of top priority will, in fact, be clearly
seen to be a primary concern of the
Community?

European aspect

The disparity between production tar-
gets and the actual situation has been
concealed rather than revealed by all
Council and Commission documents so
{far made available.

Is the Commission prepared to give
details of how far, for example, the
guidelines set out in the Council Deci-
sion of 5 December 1972 on anti-infla-
tionary measures have been followed
and how far the measures announced
therein have been implemented by the
Member States?
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(4) What sanctions does the Commission in-
tend to impose on Member States who
do not comply with Community provi-
sions in spite of the efforts being made
to harmonize monetary, economic and
financial policies?

III. Institutional aspect

(5) What has led the Commission to make
the assumption, in Document (73) 57 on
the allocation of powers, that the exis-
ting machinery and distribution of res-
ponsibilities, while, inadequate for the
first stage of economic and monetary
union, was perfectly adequate and re-
quired no changes for the second stage?

(6) Does not the disturbing trend (high and
increasing rate of inflation, growing ac-
ceptance of inflation and reluctance to
save) constitute for the Commission suffi-
cient ground for now carrying out deci-
sive shifts of competence in the field
of monetary, economic, financial and
incomes policies to the Community,
considering that all Member States’
governments stress that anti-inflation
measures can no longer, or only to a
limited extend, be introduced at na-
tional level because of the integrating
effect of the Common Market, and that
mere concertation of policies clearly
holds out little promise?’

I would remind the House that pursuant to Rule
47(3) of the Rules of Procedure the questioner
is allowed twenty minutes to speak to the ques-
tions, and that after the institutions concerned
have answered Members may speak for not more
than ten minutes and only once. Finally, the
questioner may, at his request, briefly comment
on the answers given.

I call Mr Artzinger, who is deputizing for Mr
Liicker.

Mr Artzinger. — (D) Mr President, Mr President
of the Council, Mr Vice-President of the Com-
mission, I have been appointed spokesman on
these questions by the Christian-Democratic
Group and it is my task briefly to introduce the
questions. This is the more necessary since they
were submitted as long ago as the beginning of
July. Since then many things have changed. I
should therefore like to bring the explanatory
statements up to date. You will find the ques-
tions on the agenda in front of you.

I turn first to the questions under Part I, the
international, worldwide aspect. The economic
influences from the surrounding world on the

European Community have today become stron-
ger than they were a few years ago. For the
first time for twenty years we are seeing the
economies of all western nations including
Japan moving almost synchronously. But when
these countries move upwards or downwards
almost in step they become more strongly depen-
dent on one another and balancing mechanisms
such as exports cease to exist. This is the justi-
fication for our question as to the forecast by
the Council and the Commission of the economic
trend in the future.

In the annual report on the economic situation
in the Community, which we have recently re-
ceived, the Commission gives a very oplimistic
forecast at least for 1974.

They see no dangers for us even in international
economic developments. But there are also more
gloomy forecasts. I recall the statements of the
Austrian Federal Chancellor, Bruno Kreisky,
and the Miilshubishi Bank, who are reminded
by the tightness on the money markets of the
period around 1930.

Now we are certainly better protected today
against a deflationary collapse of the economy
than we were then. But I put the question:
could the western world not move into an in-
flationary collapse? Today it is overstraining our
imagination to picture this; but nevertheless the
question should atl least be put. For the main
problem of the western world today and of
Japan too—and it did not start this year—is in-
flation. This is stated not only in the various
papers by the Commission but also by the In-
ternational Monetary Fund and the OECD for
example.

The OECD explained in its last report that in
the countries belonging to the organization
prices of consumer goods had risen on average
from 4.2 per cent in 1972 to 8.5 per cent in the
first six months of 1973, a rise of over 100 per
cent. The report sees as the main cause the
persistent and excessive expansion of demand in
most Member States. Point (a) on our questions
refers to this.

Another thing that worries us is the movement
of raw material prices. The Reutter Index, which
has been in existence since 1932 and reflects the
movement in the prices of 17 important raw
materials, has almost doubled in the last year,
taken from August to August, from 515 points
to 1 126 points. The repercussions on the level of
prices are quite obvious. Now there is a popular
explanation for this which says that the ‘limits
of growth’—famous titlel—are becoming appa-
rent here. Most experts laugh at this interpreta-
tion. They explain the escalating price rises by
economic overheating, by the worldwide decline
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in the value of money, by hoarding and specu-
lative purchases, and they expect a trough in
raw malerial prices sometime in the future. I
do not think, therefore, that it ought to worry
the Council and Commission particularly that
these prices are still going up at the moment.
Besides, this movement is varied; but substitu-
tion for expensive raw materials is a matter
which I nevertheless ask Commission and Coun-
cil to consider.

The question under (c): what is meant by the
‘other factors’ underlying inflationary trends?
In the [irst place inflation has in our opinion
long been a discernible tendency, a phenomenon
taking place outside the ups and downs of the
economic cycle. Consequently we ought, even in
the combating of inflation, to free ourselves
somewhat from Keynes and not see the rise in
price levels as primarily a short-term and cumu-
lative problem.

One may be allowed to ask whether a contri-
butory factor to inflation recently has not been
the siruggle for a share in the distribution of
the national product between the major social
groups. There are some economists, like Leontief
for example, who stress this problem of distri-
bution very strongly and think it will be the key
problem of the last third of this century. In the
economic deliberations of the Commission distri-
bution has played a relatively modest role up
to now. We ask you to consider whether this
ought not to alter.

But let us leave these possibly controversial in-
terpretations of inflation on one side! There
should be agreement that inflation is in an es-
sential way connected with the nature of money
and the creation of money, so that without a
permanent and global control of the apparatus
for the creation of money and credit no solution
to inflation can be found. Such control is today
no longer possible with the help of the central
banks alone. At most the central banks control
among themselves the classical money market of
the national banks; they do not however control
ithose money markets in which the individuals
and institutions other than banks operate.

The Euromarket too has been practically uncon-
trolled up to now. These money markets make
possible substantial additional liquidity flows
through trade after capital movements have been
controlled. A watertight separation between capi-
tal and trade movements is impossible. Should
not the set of instruments for managing the eco-
nomy be supplemented by permitting the central
banks to operate successfully on the Euromar-
ket? With Questions 1 (a) to (c) we have thus
clarified the background notified by us.

Question 2 goes to the heart of the matter. How
do the Council and Commission think they will
be able to protect the countries of the European
Communities from the worldwide inflationary
trend? In order to bring the growth of the money
supply under control again the best solution
would undoubtedly lie in a fundamental reform
of the international monetary system. A mone-
tary fund removed from political influences
which could curb and rectify the expansionary
activities of the national central banks and cre-
dit institutions through an. autonomous reserve
policy would be the best guarantee that the
floods of credit could be confined within the
channel prescribed by the goal of stability.

But we cannot expecti this in the near future.
If—as we fear—a speedy solution is not possible,
we see only one other possibility: as the inter-
national transfer of inflationary processes pro-
ceeds to a large extent through the direct con-
nection of prices on the markets, controls on
capital flows have little influence here. They
do however give national monetary policies a
certain room for manoceuvre. Only when the res-
trictive monetary policy in the Member States
achieves an economic breakthrough, that is to
say a lack of domestic demand, will the inter-
national connection of prices be weakened or
possibly even broken. Is this the way the Coun-
cil and Commission wish to go?

I must say that our questions under (3) were
formulated before Commission document 1030
of 20 June this year on economic policy in 1973
was made available. This document, in its Ap-
pendix II, gives a detailed answer to the ques-
tion as to the measures which the Members have
taken in application of the Council Resolution
of 5 December 1972.

At the beginning of July our question was tho-
roughly justified. In its report 570d of 19 April
this year on progress during the first stage of
the economic and monetary union the Commis-
sion itself declared verbatim:

‘The programme for combating inflation, al-
though it has brought about a certain harmo-
nizing of attitudes, has, despite a convergence
of opinion in general, found but little expres-
sion in the form of effective actions.’

Now we know of a goodly catalogue of measures
by individual states but we see in them merely
a collection of national policies, not a Commu-
nity policy. Our Question 3 is perceptibly aimed
at discovering whether there is such a Com-
munity momentum. We cannot see it. We admit
that the Council Resolution of 28 June this year
is in many respects mbre precise than its pre-
decessors. Whether it will be more closely follo-
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wed remains to be seen. Naturally each Member
State uses all its opportunities to combat infla-
tion, but concertation does not go beyond this
thematic unity. This also applies to the, unani-
mously adopted Council Resolution of 28 June
which largely followed the Commission’s pro-
posal. Again this unanimity was only possible
because the obligations arising from the resolu-
tion were insufficiently binding and permitted
so much flexibility in implementation. For this
reason Question 4 as to possible sanctions simply
does not arise in practice. The Council merely
makes declarations of intent which anyhow can-
not be protected by sanctions. And in addition
they are so wide that infringements do not occur.
But it is for just these reasons that the resolu-
tions are ineffective in securing a common
policy.

Question 5 (a) to the Council does not arise be-
cause we have since received information that
such guidelines do in fact exist but that they
still remain concealed from the profane glance
of the public.

The state of economic policy just described had
already been clearly sel out in the plenary
sitting of this House on 4 and 5 July in the dis-
cussion on the memorandum on the progress
of the firsl stage. We return to this because the
consequences of this practice both for the fight
against inflation and for the further creation of
the economic and monetary union could prove
to be devastating.

The Council of Ministers—one must thus inter-
pret its attitude as held for years and as expres-
sed in its latest decisions—proceeds from the
following maxims: each Member State uses all
its powers to make its own attempt at stability.
The couniry that is prepared to make special
efforts finds itself going it alone. It uses the
available room for manoeuvre in taking autono-
mous measures and hopes for the imperfection
of the markets. It trusts that the others will per-
haps follow. However, before allowing its own
partial success to collapse under forced harmo-
nization imposed by the Common Market, it tries
to consolidate its success by revaluing its cur-
rency. This last consequence of going it alene
was recently seen in the revaluation of the
Dutch florin on 17 September this year.

It will be objected that the snake prevents
countries going it alone in this way. No! Since
the Summit Conference communiqué of October
last year spoke of fixed but adjustable parities
even for the internal relationships within the
European Community, no Member State can be
prevented from altering its rates of exchange
if it would otherwise have to live with a sub-
stantial external imbalance. No country could

be expected to bear for long the sometimes
very high social costs of permanent current
account surpluses with the consequence that
inflation is exported after revaluation, as has
been the case after 20 June this year with the
last revaluation of the Deutsche Mark.

Such a development—individual parity changes
—would however mean the end of any attempt
to achieve economic and monetary union
beyond the present state of the snake. It is the
way of ‘sauve qui peut’. The only thing leading
to economic and monetary union will be the
solidarity of the Member States, which should
begin with a strict coordination of economic
policies but need not end there. It is not primar-
ily a question—to make the point absolutely
clear'—of harmonizing the rates of growth,
employment and inflation. In major areas, such
as the USA for example, very varied regional
differences in development exist side by side.
It is more a question of really treating the coun-
tries of the European Community as a common
economic area. And that includes institutions
which also make use of their Community
powers.

May I quote from the report on the economic
situation in the Community which we have
recently received, that is, from a Commission
document. There it says:

‘In view of the heavy economic interdepend-
eace of the Member States, a lasting success
in the fight against inflation will only be
attained if all Member States pursue this aim
at the same time and with the necessary
energy. This presupposes a great degréee of
convergence and an adequate solidarity within
the Community in order that the difficulties
connected therewith may be reduced to a
minimum for eash country.’

Well roared, lion! We fully agree with the
Commission. But the Commission will find, if
it continues in the same way as before, that its
major proposals for more solidarity, for example
by the pooling of the currency reserves in a
first portion or by suitable {inancing of a regio-
nal fund, are watered down beyond recognition.
The Commission, is right to speak of a necessary
financial equalization. The economically stronger
country must realize and take into account that
it must make sacrifices for its weaker partner.
But Europe can only demand such sacrifices if
it is more than an organization for the transfer
of money from one national economy to another.
As long as this Europe still needs to seek for
its identity it cannot legitimately demand sacri-
fices. The road to more solidarity and more
stability lies through a Europe that at least
makes a beginning with the reform of its insti-
tutions.
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This leads to the third part of the package of
questions, the institutional aspect. The European
Parliament, in its Resolution of 5 July this
year on Document 570 on progress in the first
stage, expressed its opinion on the further
development of institutions which is necessary
at the present time. In this resolution the neces-
sary powers to enable the Commission to imple-
ment the programme agreed at the summit
conference were demanded and for Parliament
itself a genuine legislative and control func-
tion was reguired without delay. We, as the
European Parliament, can no longer accept any
further shrinking of the ‘will to ever closer
union’ as the preamble to the EEC Treaty
calls it.

The Council has asked its Permanent Repre-
sentatives—we are defining Question 6—to take
stock of the pesition by the next official meet-
ing at the end of this month in order to make
up its mind about the commencement of the
second stage of economic and monetary union.
It must be conscious of its great responsibility
in this decision. What is involved is not only
a date fixed by the Heads of State or Govern-
ment in Paris. Far more important are the
expectations of our peoples, whom we must not
disappoint. I have no doubt that a solution will
be found. But we ask the Council whether it
is prepared not only to make resolutions but,
under Article 103 of the EEC Treaty or on the
basis of Article 1 of the Council Decision of
22 March 1971, to take decisions on the measures
appropriate to the situation and also for
example to pass the directives necessary for
the implementation of a more effective anti-
inflation policy. If, even now, when all circum-
stances are urging us towards a closer growing
together of the Member States, it should not be
prepared to do so, it would show that it con-
ceived of itself not as an organ of the Com-
munity—as it nevertheless is—but as a con-
ference of Ministers, which is not provided for
in the Treaty.

The Commission will reply to us in answer to
Question 5 (b) that the instruments provided
by the Treaty appear adequate at least when
they are used. This has continually been the
tenor of the Commission’s most recent docu-
ments. But does not the Commission itself, by
its tolerance of the present situation, share the
blame for it? Why then did it submit a draft
resolution to the Council on 28 June and not
a draft decision, with directives for each Mem-
ber State? The Commission will probably ans-
wer us, in Bert Brecht’s words: ‘the circum-
stances aren’t like that!” But they must become
like that! The Commission is not defenceless.
Article 155 gives it a duty to ensure the applica-
tion of the Treaty. In the most extreme case it

could take action against the Council under
Article 173 of the EEC Treaty for infringement
of the Treaty. The Commission is thus, quite
apart from political steps, not at all without
weapons; it only has to use them. Any explo-
sion would seem to us better than the veering
and stagnating we have seen up to now.

Therefore the European Parliament, too, must
consider whether it ought not in certain circum-
stances to institute proceedings in the Court
of Justice under Article 175 of the Treaty for
inactivity, proceedings which may be taken
against Council and Commission. But we have
not quite come that far yet. First we expect the
Commission finally to follow its good intentions
by showing th political will to make rigorous
use of the available coordination mechanisms—
I stress. the available coordination mechanisms.

(Applause)
President. — I call Mr Haferkamp.

Mr Haferkamp, Vice-President of the Commis-
sion of the European Communities. — (D) Mr
President, ladies and gentlemen, Mr Artzinger
in this explanatory statment to Questions No
76/73 and No 77/73 has just mentioned the whole
range of economic and monetary matters and
the progress that is necessary in such economic
and monetary matters in the widest sense. I
agree with him that these questions are of
particular importance and that they have a
quite special significance above all else in the
discussions and decisions of the next weeks and
months. Some of the questions, not only con-
cerning the narrower field of economic and
monetary policy but also the uninterrupted
advance of our Community in general, will be
dealt with in a different context according to
the agenda for today’s sitting of this Parliament,
in connection with the annual economic report
or with the pooling of reserves. Both in the
course of today’s business and also—I am sure
—in the debates in this House in the coming
months we will keep returning to the wealth
of important problems which Mr Artzinger has
mentioned. I therefore beg your understanding
when I confine myself at this time to the ans-
wer I must give to the text, which was com-
municated to us in writing, of Questions No
76/73 and No 77/73 addressed to the Commis-
sion, but particularly No 77/73. We will carry
on the debate today both on this point and on
the other points I have just mentioned.

Now to the answer to the text which was sub-
mitted to us in writing. First the complex of
questions about forecasts is raised. Here I
should like to say first of all in general: the
development of the world economy has been
considered for the first time in the context of
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the medium-term forecasts in the third pro-
gramme for medium-term economic policy and
in the report ‘Prospects up to 1975’ produced
by the committee of experts on medium-term
economic prospects, in the form of hypotheses
as to the prospects for growth and for the
development of world trade and of the inter-
national trend of prices. The concern, expressed
particularly in the report ‘Prospects up to 1975’
that the relatively moderate hypothesis on the
movement of the international trend of prices
which is the basis of the third programme and
which was at that time 3 per cent, would be
substantially exceeded, was to a great extent
confirmed later. This concern related above
all to two very important points:

first, to do with the currency field: namely
whether the exchange-rate relationship then
existing between Europe and America could be
maintained;

and secondly, in the general economic and poli-
tical sphere: whether the Community in the
condition it was then would be in a position
to put up a determined defence of its goal of
stability.

Subsequently the Commission internally and in
cooperation with the authorities in the indivi-
dual states has updated the global medium-term
guidelines annually. In this connection the
medium-term world economic prospects are
examined each year.

At the present time a more detailed revision of
the medium-term projections for the period
1973-78 is in progress. Within this framework
some of the basic tendencies of worldwide eco-
nomic development are being studied, especially
with relation to the various possibilities for the
re-establishment of a new international econo-
mic equilibrium after the parity changes.

The shorter-term view of developments is based
primarily on the economic budget which is pre-
pared each year by the offices of the Commis-
sion in conjunction with the competent national
authorities. In the economic budget account is
taken of international economic developments
in the short-term forecasts for the Member
States.

In answer to Question I, (1) from the Christian-
Democratic Group and the three points raised
there I have the following to say:

(a) The increase in total demand and the pos-
sibilities of increasing supply could stand in a
more balanced relationship to each other in
1974 than they did in 1973. A slowing down in
the powerful growth of consumer demand from
private households is hardly to be expected,
however. In the medium-term the chances for a

better matching of nominal demand with the
development of real supply largely depend on
whether the growth in the money supply, which
for its part is closely bound up with excessive
international liquidity, is brought under control.

In this connection it is important to maintain
and to improve international cooperation in
monetary matters; the alterations in exchange-
rates which have occurred throughout the world,
the Community exchange-rate system involving
six European currencies, the exchange controls
and administrative measures to ward off specul-
ative movements of capital and the prospects
now appearing of reform of the international
monetary system could constitute progress in
this field. It would be premature however to
count unreservedly on a more balanced medium-
term development.

Two dangers, tending in opposite directions,
are apparent today and ought to be examined
more closely.

First: the disappearance of the braking effect
on the international spread of inflation which
was formerly exerted by those islands of stabil-
ity, the United States, the Federal Republic of
Germany and Switzerland. Their absence may
have the effect that the international trend of
prices is unable to return to the 1952-1968 rates
of inflation of between 2.6 and 3.6%0. Thus there
could be a risk of higher inflation rates per-
sisting.

The second point: medium-term adjustment pro-
cesses, set in motion by the widespread and in
some cases substantial parity changes, are not
accurately known.

A result of a combination of unfavourable
cyclical factors, for example a recession in the
United States, persistent inflation in Europe,
a recession in some European countries—to set
a theoretical scenario— could, in the medium-
term, bring about a reversal of the balance of
payments equilibria between Europe and Ame-
rica.

On question (b): In the short-term it looks as
though raw material stock-building could slow
down and bring about a certain relaxation in
world prices. Such a relaxation could be assisted
by the disappearance of certain chance factors:
for instance, stabilization of the dollar would
remove the speculative motives which produced
a flight into certain commodities.

Some world-scale shortages however, particul-
arly in food products, and the energy problem
are of a structural kind and will doubtless
continue in the medium-term. In this sphere
the development and use of substitute products
can only be achieved progressively.
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Particularly to be feared among other inflation-
ary factors are modes of behaviour which result
from our becoming conditioned to inflation,
such as the expectation of large increases in
nominal income; in addition the decreasing
effect of the limits imposed by the balance of
payments on the struggle between wages and
profits for the distribution of wealth—this as
a result of excessive international liquidity and
the possibility of devaluations; the difficulties
of diagnosing the situation on the labour mar-
ket, insufficient differentiation between cyclical
and structural unemployment and hence the
continuing attempt to combat structural un-
employment by maintaining an expansionist
policy, which contributes to the continuance of
inflation without having the desired effect on
structural unemployment.

Among the other inflationary factors we should
also mention the political difficulty of securing
the necessary sacrifices, particularly as regards
public income and expenditure.

In answer to question 2: in order to protect the
Community against inflationary factors, which
at present have their origin both inside and
outside the Community, action must be taken
at both levels, that of trade and that of mone-
tary affairs, at the same time. To this end the
two resolutions on anti-inflationary measures
must first be energetically applied.

As far as the internal measures are concerned,
it is mainly a question of substantially reducing
the increase in the money supply and damping
down the increase in growth rates in public
expenditure. Further it will be necessary to
reduce the financial balances of the public
authorities or to achieve surpluses in public
authorities’ budgets, to maintain or promote a
higher level of savings by means of interest-rate
and tax measures and beyond this to guide a
considerable portion of new corporate invest-
ment into those areas of the Community where
the level of economic development is lowest.

As far as the external measures are concerned,
the rates of exchange of the six Community
currencies participating in the system will have
to be retained within the fluctuation margin
of 2.25% agreed by the Council. In addition
every effort must be made to create the condi-
tions which will enable all currencies of the
Community to join the Community currency
system. Furthermore the joint action to ward
off unwanted inflows of capital from outside
must be continued. If necessary the regulations
introduced in implementation of the Council’s
Directive of 21 March 1972 for the regulation
of international financial movements and the
neutralization of their undesirable effects on
internal liquidity will have to be tightened up.

Again, within the framework of the measures
to be taken in the second stage of the economic
and monetary union the control of disruptive
short-term capital movements must be com-
pleted and harmonized and this in such a way
that it is more effective yet at the same time
hinders the free movement of capital within the
Community as little as possible.

Finally the following point must be mentioned:
in views of the psychological aspect of the
present inflationary phenomena and the poli-
tical difficulties in combating inflation, it ap-
pears necessary to take explanatory action to
make the negative aspects of the present price
rises clear to industry in the Member States.
The fight against inflation requires greater
solidarity between the Member States and the
different economic and social groups. As the
majority of price adjustments are upwards
rather than downwards, isolated actions, parti-
cularly in the monetary field, have proved to
have little effect.

The adoption of a directive for the promotion
of stability, growth and full employment could
in addition represent a significant step towards
the improvement of the harmonization of eco-
nomic policies. The Commission will shortly be
submitting to the Council a proposal with this
aim.

Concerning the group of questions under the
heading ‘the European aspect’, I should like to
point out in reply to question 3 that Members
will find in Appendix II of the Commission’s
communication to the Council of 20 June this
year a list of the measures taken by Member
States in accordance with the Resolution of
5 December 1972. This list is currently being
brought up to date and you will receive it
shortly. The list appended to this communica-
tion of 20 June contains a comprehensive intro-
duction with a summary of the actions initiated
by the authorities of the individual countries
and the Community. It gives one the impres-
sion that numerous measures have been taken
embracing all aspects of economic life. They
could sometimes perhaps have been more ener-
getically or strongly coordinated. These meas-
ures have not succeeded in slowing down the
upward trend of prices, indeed the rate actually
accelerated in the first six months of 1973. The
acceleration in the rate of increase in prices and
the sharpening of inflationary tensions today
are largely due to the excessively lively expan-
sion of demand. In most countries, therefore,
more energetic action must be taken to limit
the growth in both consumption and investment
spending.

The measures on competition, which apply to
agreements between undertakings and the con-
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duct of undertakings with a dominant market
position, can only indirectly contribute to the
fight against inflation and their effects are
chiefly felt in the medium term. The Council
is currently examining a proposal from the
Commission for a directive on the control of
mergers of undertakings. Here the main danger
is that the increasing concentration of many
markets could damage the efficacity of the anti-
inflation measures.

Concerning measures taken within the frame-
work of the competition policies of individual
Member States, which fall within the com-
petence of those countries, it can be noted that
several Member States have strengthened their
methods of investigation and control in relation
to restrictive trade practices.

On the question of sanctions I should like to
say the following: the problem of sanctions, in
the context of the coordination of economic
policies, is a difficult one for legal reasons. Even
on a national level the realization of short or
medium-term economic guidelines or goals is
beset with uncertainties. On the one hand there
is uncertainty on a technical level in connection
with the metihods of estimating, with the diag-
nosis, with the framing of the relevant measures
and with their effect, that is with the timing
and regulation of the measures. On the other
hand the political level is dominated by un-
certainty as to whether all the measures which
are technically necessary in order to achieve the
desired aims can be passed by the date in
question, having regard to national parliamen-
tary procedure and the prevailing political cur-
rents of opinion and priorities. For these reasons
the relationship between actual development
and the economic goals or guidelines must be
regarded as the result of a process which in
general does not permit the application of legal
and automatic sanctions. Sanctions in this field
must therefore be basically of a political kind.

As regards Community coordination of economic
policies the problem is far more complicated.
In some cases, for example in the context of
short and medium-term currency support, the
Community has instruments at is disposal which
enable it to influence the economic policy of a
Member State. In the present institutional situa-
tion, however, the political responsibility of the
Community’s decision-making body is {frag-
mented into the various political responsibilities
of the individual Member States.

On a more practical level the Community dia-
logue in the Council and especially in Parlia-
ment could be said to fulfil the function of a
‘Community sanction’ to a certain extent: a
government whose policies openly diverged
from the jointly agreed guidelines could find

itself in a difficult position vis-d-vis these insti-
tutions.

In Parliament a fruitful, critical discussion can
develop at the earliest opportunity; this is
assisted by the fact that political groupings can
take place according to political persuasions
rather than along national lines. Here the diver-
gence of an individual country’s policies from
a Community guideline can be measured against
the requirements of the Community’s interests.

The Commission did not in its communication
to the Council express the opinion that the
present set of instruments and the existing
allocation of responsibility would suffice for the
second stage although they had proved inade-
quate for the first stage of economic and mone-
tary union.

In fact it was stated in the communication on
the first stage: ‘the following summarized con-
clusions can be drawn from the first stage of
economic and monetary union: the measures
decided on for the first stage must, beyond
formal observance, be consolidated and strictly
implemented, particularly as regards the har-
monization of economic policy.

Precedence must be given to the structural and
regional problems in order to assist a conver-
gent economic development by the Member
States and hence the completion of economic
and monetary union’. And then it was said:

‘In certain important sectors the stage of mere
coordination of economic policy must be left
behind and genuine responsibilities at Commun-
ity level must be taken over and exercised.

As far as the instruments are concerned, the
number of economic instruments available to
the Community is sure to be increased on tran-
sition from the first to the second stage. Many
examples of this can be given. In the field of
coordination of budgetary policies each Member
State is to have certain budgetary instruments
at its disposal which it can make use of in the
short term. For the application of these instru-
ments available to individual states the intro-
duction of a Community procedure is proposed.

With reference to monetary policy it is sug-
gested that the powers of the European fund
for monetary cooperation should be consider-
ably extended by giving it the opportunity to
grant credit in short-term currency support and
funding it with part of the national foreign
exchange reserves.

In the field of regional policy the Commission
has suggested that a fund should be set up
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which should have more than 2,000 million units
of account at its disposal for the next three
years. In social policy the Commission is recom-
mending a guaranteed income during vocational
retraining and an unemployment benefit fund
at Community level.

All these examples clearly show that between
the first and second stages a large number of
new instruments will have to be created.

In the allocation of authority a distinction must
be drawn between nominal authority and actual
responsibility. In its document 570 the Commis-
sion interprets nominal authority as the poten-
tial powers conferred on the Communities by
treaty. It is a fact that within such nominal
authority no workable transfer of responsibility
has taken place. The Commission therefore con-
siders it right that, before new powers are
created by alterations to the Treaty, Commun-
ity responsibilities within the present legal and
institutional structures should be substantially
extended. The proposals for the second stage
aim in just this direction. The question of parity
changes will serve as an example. Even now a
consultation must take place before there is
any alteration of exchange rates, by virtue of
the Declaration of 8 May 1964 by the represent-
atives of the Member States. After our latest
experiences this obligation could and should be

reshaped to provide that before any parity.

change, even if it were not a change in the
official sense, the prior opinion of the Council
should be obtained. In connection with decisions
and experiences of this kind the Commission
announced recently that it would make an ap-
propriate proposal to the Council. This will
happen shortly. One could assume that such an
act would fall within the Council’s competence
by virtue of Articles 105 and 145. But in any
case the Council would be empowered by Article
235 to decide on such a procedure.

The Commission has clearly indicated that its
proposals concerning the institutions and the
transfer of powers are still of a limited charac-
ter. It expressly reserved the right to return
to these questions in more detail, especially
when new steps should prove necessary for the
realization of economic and monetary union.

I should like here to return to my introductory
remarks which I made before formally answer-
ing the questions. We shall have the opportunity
during the coming weeks and months to discuss
these and other important questions in great
detail in order to prepare the further develop-
ment of this union, to maintain it and to drive
it energetically forward.

(Applause)

IN THE CHAIR: MR DALSAGER

Vice-President

President. — I thank the Vice-President of the
Commission.

I call Mr Hekkerup, who is attending a sitting
of Parliament for the first time in his capacity
as President-in-Office of the Council of the
European Communities, and I gladly take this
opportunity of welcoming the Minister to the
European Parliament.

Mr Ha=kkerup, President-in-Office of the Coun-
cil of the European Communities. — (DK) I
would like to thank the Vice-President of the
Parliamentary Assembly for his pleasant wel-
come and say that although it is true that this
is the first time I have had an opportunity of
attending this Assembly I have previously had
opportunities of being in this building and have
often been in this chamber, so I already feel
quite at home.

I would then like to say that in his answer to
the question tabled, the Vice-President of the
Commission, Mr Haferkamp, gave an analysis of
inflation trends and the reasons behind them. I
can fully concur in the name of the Council with
this analysis.

As far as the truly economic aspects of the
problem are concerned, both on international and
Community level, the Council is in agreement
with the Commission in its views.

With regard to point 4 of the question I admit
that in the matter of harmonizing the economic
policies of Member States it is necessary to
ensure that the national policy is in agreement
with the decisions taken by the Community, but
it seems to me difficult, considering the stage at
which the implementation of European econo-
mic and monetary union is now, to talk about
sanctions in the solution of this problem. The
harmonization of the economic policy of the
Member States aims at present at establishing
the common principles which the Member States
will have to adapt to their respective national
positions in order to take into account the
special characteristic features of each country’s
economy.

It is clear that the development of harmoniza-
tion between the Member States in this field
and the implementation of economic and mone-
tary union call for a thorough investigation of
this problem in which all the institutions of the
Community should be concerned.

With regard to the content of the two resolu-
tions adopted by the Council concerning anti-
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inflationary measures, the Council agreed in its
resolution of 5 December 1972 to establish the
limit for price increases in 1973 to 4%o in rela-
tion to 1972. In reality it has not been possible
to maintain this limit and we cannot hope to
maintain it.

In consideration of the scope and increased rate
of price increases in 1973 it is necessary above
all to prevent these rising trends. This is the
goal which the Council has set itself in its
second resolution which was adopted on 28 June
of this year.

On the other hand, it no longer seems reason-
able to establish a new limit for price rises in
1974. This, by the way, is also the standpoint
expressed by members of Parliament’s Com-
mittee on Economic and Monetary Affairs at
the meeting of 3 and 4 March of this year in
Brussels.

Furthermore, it would be incorrect to think that
the resolution adopted by the Council at its
meeting of 28 June 1973 does not contain pro-
visions for concrete measures to be taken. I
will mention a few examples here:

The first point of the Council’s Resolution reads
as follows: ‘All Member States should follow an
economic policy which aims at restraining price
increases’!

And later in the same point 1:

‘They will promote and elaborate measures to
restrict growth in the total demand’.

And the conclusion of this point 1:

‘They will ensure, in particular, that their policy
is sufficiently selective to allow the available
resources to be directed towards investment in
industry.” If we take a look at point 2 in the
same resolution, for instance, we read that by
the end of 1973 ‘an appreciable reduction in the
rate of expansion of money supply should be
achieved.” So here, too, a clear goal has been set.

Later in the same point we find:

‘The Member States will do their best to main-
tain or encourage a high level of saving, in
particular by taking appropriate measures in
connection with interest rates and taxation.’

Then if we turn to point 4 of the resolution,
it says:

‘A limitation should be set on the expected rise
in the growth of expenditure provided for in
the budgetary estimates of all the Member
States for 1974. In general they should be lower
than the growth rate foreseen for 1973 at the
present moment.” A little later in the same
point 4 we read:

‘Inasmuch as it should prove impossible to
restrict the rise in expenditure to the necessary
extent, an increase in taxation will have to be
considered. In some Member States this might
be implemented by refraining from reducing
progressive income tax.’

As the quotations I have mentioned will show,
the Council’s resolution of 28 June indicates
specific measures which the Council recom-
mends the Member States to adopt.

As far as the institutional problems are con-
cerned, you will understand that at the present
stage the Council is not yet able to give an
exhaustive answer. These problems must now
be examined within the framework of the
development of economic and monetary union
on the one hand and of the work to be carried
out in the formation of the European union on
the other hand. As my colleague Mr Norgaard
already mentioned after your debate at the last
part session, the Council will also examine with
great attention the decision you reached at the
last meeting.

I can, however, state that it is the Council’s
intention at several of its meetings before the
year is over, to discuss the problems connected
with the f{iransition to the second stage of
economic and monetary union, including the
institutional problems which have already been
referred to in the communication from the Com-
mission of which you are already aware. The
Council will keep in close touch with Parlia-
ment on this matter.

In conclusion I would like to inform you that
at the end of October, in accordance with
point 8 of its Resolution of 14 September 1973,
the Council will begin its examination of the
results of the programme it has adopted in con-
nection with the fight against inflation.

President. — Thank you, Mr Hakkerup.

5. Procedural motion: Order of business

President. — I call Mr Lange on behalf of the
Socialist Group.

Mr Lange. — (D) Mr President, colleagues,
ladics and gentlemen, I am in a somewhat dif-
ficult position, as the President has called me
to speak on behalf of the Socialist Group, but
I should first like to say something as chairman
of the Committee on Economic and Monetary
Affairs.

Yesterday I submitted the proposal that we
should have a joint debate on the two questions
and the report by my colleague Mr Bousch,
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since there appeared to be common ground in
all the economic matters raised in the two
questions and in the Bousch report, and in insti-
tutional matters too. The introduction which my
colleague Mr Arizinger gave us this morning
confirms me in my opinion, and so I should be
grateful, honourable Members, if the House
would consider once again the decision it came
to yesterday, and would now allow my colleague
Mr Bousch to introduce his report, so that we
can debate all the interconnected questions as
a whole. My colleague Mr Artzinger has after
all left the way open with his introduction of
this morning, since he has changed his mind
about what he was affirming yesterday. You
said very plainly yeslerday, Mr Artzinger, that
you wanted to place the emphasis on institu-
tional questions. But today you put factual
questions of economics before the institutional,
which you then tagged on, so to speak. Or that
was my impression.

I must also say, as chairman of the Committee
on Economic and Monetary Affairs, not for the
first time, that with all the excellent coopera-
tion which we have experienced so far in the
Committee on Economic and Monetary Affairs,
and which I hope we shall continue to have,
it will be necessary for us, in one of the con-
clusions we have to come to in this connection,
to agree on how certain matters should be
handled in the future. If my Christian-Demo-
cratic colleagues wanted the Bousch report in
its economic aspect to be taken after their
questions, it would have been fairer on their
part to say so in the Committee on Economic
and Monetary Affairs. I must admit that I am
also to blame, as it is a question that never
occurred to me, although I knew that it was
an item on the agenda. I think we should come
to a perfectly amicable and realistic decision
about this.

Mr President, I ask once again if it is still not
possible to have a joint debate on these two
items and give Mr Bousch the opportunity of
taking the next point on the agenda, so that we
can debate the economic and the institutional
aspects at the same time.

I will stop at this point, Mr President. If the
House should decide against me, I shall have
to go on to say a few words as spokesman for
the Socialist Group.

President. — I call Mr Artzinger.

Mr Artzinger. — (D) Mr President, allow me
to say first, before I reply to my colleague Mr
Lange’s speech, how grateful I am to the spokes-
man for the Council and the spokesman for the
Commission. It is true that the requests I expres-

sed, as the requests of my political group, have
not been answered very convincingly; we should
have liked to have a more concrete response,
but all the same they have given us some reason
to hope that our requests on institutional mat-
ters will be studied and may perhaps be met
in the near future when we reach the second
stage of economic and monetary union.

I should now like to answer my colleague Mr
Lange. I have in the meantime been told that
the Bureau, in a case of precedent involving
questions by Mr Scott-Hopkins, refused absolu-
tely to allow replies to questions put to the
Council and the Commission to be linked with
the discussion of a report. There is in fact much
to be said for keeping the two separate. How-
ever, to anticipate the issue, I should not be
opposed today to a joint debate on the two
items.

If T have understood corretly the gentle rebuke
which you have directed at us, the Christian-
Democratic Group, because of our getting in
the way of the Bousch report, let me say just
this. We wanted to bring up our questions at
the last part-session of Parliament, and the item
was only put back because the Council could
not manage it. So it was an unfortunate coincid-
ence, which was not due to any malice on our
part. I must make that quite clear. And even
if we had talked about it at the last meeting
of the Committee on Economic and Monetary
Affairs T should not have been able to tell you
anything about the way this part-session in
Strasbourg would develop. It would have been
perfectly possible that the Bousch report would
be dealt with today, for instance, and our
questions on the Thursday. It is not the fault
of the Christian Democrats that the Bureau
should have crammed them in together on the
one Tuesday afternoon, and certainly not mine
either. T must ask you to understand that, Mr
Lange.

Then you have also reproached me somewhat
for having played up the institutional aspect a
little yesterday, and underplayed the other
aspect. Obviously, when I am responsible for
bringing up questions on behalf of the
Christian-Democratic Group, I must clearly deal
with the economic side. But the political em-
phasis certainly lay on the institutional aspects,
whereas—so I assume—with the Bousch report
we shall be treating things differently. We shall
naturally get on to the institutional aspect as
well, but nevertheless, as the annual report
revolves round the economic implications for
the Community, there is no getting away from
the fact that in our discussion of the report we
shall be very largely talking about economic
matters. -
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All the same—to conclude, Mr President—I
should personally have nothing against it if
further discussion should at the same time take
in the Bousch report. I do not know who has
to decide.

President. — I call Mr Burgbacher.

Mr Burgbacher. — (D) Mr President, Mr Lange,
I am sorry that I have to oppose your sug-
gestion for a joint deliberation. The least one
can ask is that the speakers who have put
themselves down for the item on inflation
should be allowed to speak first, otherwise it
means that those who want to take part in the
activities of this Parliament can no longer plan
ahead. They put themselves down for something
and then find something quite different on the
list. There is no proper parliamentary procedure
in that, that is not the way to organize things.
I oppose it. I agree to a joint debate if all the
speakers on the list have been called first. But
not otherwise.

President. — I call Mr Guldberg.

Mr Guldberg. — (DK) It seems to me that the
question raised by Mr Lange was thoroughly
discussed yesterday, and a decision was reached
here in Parliament as to how this debate should
be conducted today. It does not seem to me that
by reopening this debate one can prevent other
Members of this Parliament from taking part in
the debate at the present time on Mr Liicker’s
proposal.

I must insist that Parliament’s decision be
respected.

President. — Does anyone else wish to speak?
I call Mr Lange.

Mr Lange. — (D} Mr President, I do not intend
to deprive anybody of the chance of speaking.
All T have said is that there should be a joint
debate. The list of those who are down to speak
so far is just the same as it was. I must make
it clear once again that otherwise Parliament
will virtually have to go through the same
debate twice. That was what I thought yesterday
and that is what I still feel today, after the
presentation and the replies which we have had
from the Vice-president of the Commission and
President-in-Office of the Council. I will not
say any more. I want to go about things in a
sensible way, I am not out to curtail anyone’s
rights.

Mr President, allow the House to decide, or
make a decision yourself, and then we can
proceed accordingly.

President. — I put to the vote the proposal to
debate Mr Bousch’s report jointly with the Oral
Questions.

That is agreed.

6. Joint debate on Oral Questions No 76/73 and
No 77/73 and the report on the economic
situation in the Community

President. — The next item is a joint debate
on the following:

— Oral Questions No 76/73 and No 77/73 by
Mr Liicker to the Council and Commission
of the European Communities, and

— report drawn up by Mr Bousch on behalf of
the Committee on Economic and Monetary
Affairs on the proposal from the Commission
of the European Communities to the Council
concerning the annual report on the econo-
mic situation in the Community (Doc. 191/73).

I call Mr Bousch, who has asked to present his
report.

Mr Bousch, rapporteur. — (F) Mr President, my
dear colleagues, I very much regret being in the
position of obliging Parliament to take a vote
in order to deal simultaneously with two
questions, although they are on the same
subject.

I do not propose to express opinions on matters
of substance here-—this I shall do at the next
meeting of the Committee on Economic and
Monetary Affairs—but shall restrict myself to
presenting a few observations on the annual
report on the economic situation in the Com-
munity and the consequences to be drawn from
it in terms of recommendations to be made by
the Commission and the European Parliament
to the national parliaments in connection with
the presentation of their respective budgets.

My dear colleagues, the integration of our
cconomies have continued during recent years
despite a certain number of difficulties. This has
given rise to interaction between the economies
of the Member States and it is now increasingly
necessary to harmonize the development of our
economies, this being an essential prerequisite
of the establishment of the economic and
monetary vunion, and to achieve a suitable
degree of coordination between the economic
policies of our nine countries.

Article 4 of the Council Decision of 22 March
1971 provides that the Commission must submit
to the Council an annual report on the economic
situation in the Community for the purposes of
laying down guidelines to be followed by each
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Member State in ils economic policy for the
year to come.

This annual report must be adopted by the
Council following a debate, and the govern-
ments must bring it to the attention of their
national parliaments so that it may be taken
into account during the debate on the budget
and when national decisions concerning the
economic policy to be pursued during the year
to come are taken.

Today, the short-term economic situation in the
countries of the Community and also in the
industrialized countries outside the Community
displays a marked trend towards expansion.

The development of economic activity in these
countries has determined a high degree of
utilization of technical capacities and, in certain
cases, is leading to a serious lengthening of
delivery periods.

Although reductions in the level of unemploy-
ment have been recorded in all the countries of
the Community, it would nevertheless appear
that the level of unemployment in most of these
countries is remaining above the minimum
levels previously obtaining during periods of
economic expansions.

This situation reflects shortcomings in the
available personnel, either from a geographical
point of view or in terms of occupational skills,
and also to some extent a psychological attitude
peculiar to employers, who are reluctant to
recruit additional personnel in their undertak-
ings in the belief that it would be difficult to
reduce their work forces in the event of a down-
turn in the economic cycle.

The inflationary trend which has persisted
throughout the early part of 1973 and which,
according to certain indices, will continue
through to the end of the year and well into
1974, remains one of the most important prob-
lems which we have to solve. This has been
demonstrated by the debate which began this
very morning in this Assembly, even if it is
probable that a better balance between supply
and demand will be achieved during the com-
ing year.

It has not been possible to hold down inflation
during the current year within the limits laid
down by the Commission. This could be foreseen
as soon as the rates proposed by the Commission
were known.

In order to prevent this hampering and delaying
the establishment of the economic and monetary
union and the social and political consequences
of this, it is necessary—as I believe we are all
convinced—to combat inflation with increased
vigour.

The authorities and the two sides of industry
must join together in tackling this problem
energetically.

In my view, consideration must also be given
to the possibility of mobilizing public opinion
in order to gain its acceptance of the necessary
measures, but it must also be made clear that
the burden of such measures must be shared
according to the resources of each individual.

In this area of the fight against inflation, it is
necessary to launch a Community programme of
action based on the annual economic report
which has been presented to us simultaneously
in all the Member States, and this programme
must be backed by the requisite publicity. The
reason for this is that, quite apart from the
technical clauses, it is necessary to overcome
the fatalistic attitude to inflation.

Regarding policy on prices, although this can-
not in itseif eliminate the causes of inflation,
direct, effective action should now be taken on
price structures themselves.

Wherever necessary, action should be taken in
this area by the appropriate authorities.

Only a few months ago, there was still justifica-
tion for reluctance regarding the application of
measures for the surveillance of prices and
incomes. Today, even to the most liberal, such
an attitude is no longer tenable. The situation
calls for action and a degree of surveillance of
prices and incomes must be established in our
respective countries. The use of the instruments
of fiscal policy must be approached with cau-
tion. It is essential that taxation changes be
made in accordance with certain criteria, and
this on the basis of personal income, so that
they have no direct effect on prices.

There is a risk that the persistence of inflation-
ary trends could nullify all the benefits of the
economic expansion which we have seen during
the last few months. The most serious dangers
lie in the long-term economie, social and political
effects. The erosion of purchasing power—the
inevitable consequence of inflation—will make
it increasingly difficult for economic and
monetary mechanisms to function. In this con-
nection, it may be said that part of the economic
expansion arising out of the current situation is
being achieved to the detriment of the fixed
assets of undertakings, particularly those which
are relatively capital-intensive which have to
cope with rapid depreciation of assets.

A further danger of persistent inflation lies in
the fact that savers become increasingly
disenchanted with the value of money.

This could result in a reduction in the level of
savings, which would inevitably affect the rate
of capital investment.
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In the area of the fight against inflation, a useful
initiative could be the launching of campaigns
in each of our countries to inform our peoples
about the facts on inflation; by making them
aware of the disadvantages of the effects of the
prices-incomes spiral, they should be shown the
futility of certain wage claims in certain ecir-
cumstances. These claims, although they may
be legitimate, in fact only give very little
advantage to certain beneficiaries. On the other
hand, by raising price levels, they involve
serious disadvantages to the general economy.

The development of serious labour shortages, to
which reference has already been made this
morning, in the most developed regions of the
Community should be countered by the adop-
tion of concrete measures in favour of the less
developed regions.

To this end, the Commission recommends
measures designed to encourage investment in
the regions where there is available labour and
transport infrastructures which are sufficiently
developed to meet the requirements of newly
arrived industry. Such action must clearly be
accompanied by a policy designed to place some
form of brake on new investment in other
regions where there is already evidence of
serious overstretching of the labour market.

Where the volume of cash in circulation is rising
too rapidly, it is necessary to take action on a
selective basis. We can subscribe to the view
expressed by the Commission to the effect that,
under such circumstances, everything must be
done to harness credit, and with the present
outlook, not only credit but also the volume of
cash in circulation.

Nevertheless, it is desirable—and this is a point
which was discussed at length by our committee
—not only that credit should be restricted in a
general way, but also that there should be
flexibility in the application of measures to
achieve this end in order to avoid undesirable
repercussions on certain small and medium-size
undertakings.

Regarding rates of interest, it would appear
probable that they will remain at a high level.
We consider that this situation calls for parti-
cular vigilance and coordination, particularly
at Community level.

Having made these general observations, I
should now like to present the substance of the
motion for a resolution which is put before the
House as an expression of its desire to take note
of the situation and propose measures which, in
our view, should be implemented as a means of
remedying this situation and, at all events, to
ensure that the Member States take it into
account when laying down their policies for the
coming months.

Firstly, after long discussions, our committee
decided to reiterate its warning about the
persistent and rapid increase in prices and the
grave consequences to which this has given rise,
not only in the socio-economic sphere, but also
on the social system.

It also noted that the Council’s conjunctural
policy recommendations had not always, or had
only partially, been followed last year and that
not all the Member States attached the same
importance to the economic policy objectives,
thereby jeopardizing the main objectives of our
Community, namely the attainment of economic
and monetary union.

In the institutional sphere, we have called upon
the Council to adopt a decision, pursuant to
Article 235 of the Treaty, strengthening the
decision-making and executive powers of the
Community institutions.

We have called upon the Commission to submit
a proposed regulation on stability, economic
growth, high employment and balanced external
trade relations, with a view to harmonizing
policies and instruments in the Community.

On the whole, we have endorsed the assessment
of the economic situation presented by the Com-
mission and the proposals contained in its
annual report.

We have, nevertheless, asked that certain
additional proposals be made and that certain
points be made more specific. In particular, we
have expressed the view that a budgetary and
monetary policy and a strict policy on credit
are, generally speaking, essential, but also that
inflation can only be combated effectively if
the authorities assume their share of responsib-
ility for trends in prices and incomes.

We have .asked for more information about
incomes to be provided. In my country, this has
been being done since the beginning of the year,
and does not seem to have created any very
serious disadvantages. The supervision of prices
proposed in the Council’s Resolution of 28 June
1973 would now seem to be an essential comple-
ment to the budgetary, monetary and credit
policy measures. In view of the reluctance of
the authorities and two sides of industry to take
resolute action against inflation, we have
considered it necessary to mobilize public
opinion in favour of the application of energetic
measures designed to ensure that the burden
of the fight against inflation is shared equitably
and to launch a publicity campaign, if possible
simultaneously in all the countries of the Com-
munity, for a Community programme of action
against inflation in order to overcome the
fatalistic attitude to inflation.
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Your committee is naturally of the opinion that
an early return to order in international
monetary affairs is a factor of decisive im-
portance to price stability. Your committee has
also studied the opinion of the Committee on
Budgets which was communicated to us in its
entirety. We can only endorse this committee’s
proposals, whose main objective is to achieve
greater harmonization in the presentation of
budgets in the interests of comparability.

Finally, the Committee on Budgets stressed that
the rate of growth of public expenditure should,
in general not exceed that of the gross national
product.

The Commission has expressed the hope that
national parliaments should consider their own
national budgets in terms not only of national
interests but also, and above all, in terms of the
interests of the Community as a whole. This
opinion has been accepted and supported by the
Committee on Economic and Monetary Affairs,
and we would ask you, Mr President, to forward
this resolution and the minutes of the debate
on it, not only to the Council, but also to the
national parliaments and governments of the
Member States.

In the light of these observations, the Committee
on Economic and Monetary Affairs has
instructed me to invite Parliament to adopt this
motion for a resolution and, with it, the opinion
presented by Mr Spénale on behalf of the Com-
mittee on Budgets, of which he is chaitman.

(Applause)

President. — I call Mr Notenboom, rapporteur
of the opinion of the Committee on Budgets.

Mr Notenboom. — (NL) Mr President, I should
tirst of all like to thank Mr Bousch on behalf
of the Committee on Budgets for his clear and
succinct motion for a resolution and for his oral
report.

The Commitlee on Budgets of this Parliament
acts in an advisory capacity. It has to restrict
itself to the particulars of the annual report and
to the guidelines for Member States relating to
the budgetary policy of the Member States. As
regards the general approval by Mr Bousch of
the annual report that has been submitted by
the Commission of the European Coramunity, I
have to say that the Committee on Budgets asso-
ciates itself therewith. On behalf of the Com-
mittee on Budgets I should like to comment on
7 points that the Committee proposes to include
in the motion for a resolution. These may be
found on the last page of Mr Bousch’s report.
The intention is—this is already stated in the
report by the Committee on Economic and Mo-

netary Affairs—to incorporate these points by
the Committee on Budgets into the resolution
that is to be sent to the various institutions.

The first point covers a general appeal that we
wish to make to the Member States, particularly,
too, to the parliaments of the Member States,
to keep budgetary policy more mutually attuned
than in the past and to accept coordination by
the European institutions, the Commission, the
Council and Parliament. When Member States
declare the high degree of inflation, and the
unacceptable level of the loss in money value
that exists in our country to be due partly 1o
causes lying outside the scope of national con-
trol, this is so. When Member States point to
ultranational causes influencing the economic
situation in their countries and being partly to
blame for the very high degree of inflation, these
Member States must, in my opinion, also do
some listening and comply with the recommen-
dations that proceed from the desire to coor-
dinate policy, so that a joint effort can be made
to reduce the very serious level of inflation. If
the causes are ultranational, then supranational
remedies musl be sought, at least part of the
way.

The Committee on Budgets hopes and urges ithat
the European guidelines shall be used more and
more by Member States as a test for national
budgetary aims. Of course there are still great
difficulties in this area. While the European
Parliament is stating its opinion at this moment,
in certain Member States a verdict has already
been pronounced and a parliamentary decision
taken on the budgetary proposals of the govern-
ments. In my country in particular this was done
last week. In this respect we are therefore too
late. Nevertheless, the proposal regarding the
annual report to the Council by the Commission
has been discussed in the various parliaments so
that a test-piece for national policy does exist.

The intention is ol course that Member States
should comply with all recommendations by the
Council. The guidelines are not a kind of lucky
dip out of which a particular government can
pick a recommendation that happens to suit its
book. In so doing it would then turn a blind eye
to the fact that it was not complying with a
number of other recommendations. In matters of
economic policy it is already difficult enough
to deal while observing a number of aims at
once. But it is not a matter of saying: I comply
with the European guidelines, because I am com-
plying with the desire to conduct an incomes
policy. The fact is thereby obscured that there
is a short-fall in investment that exceeds the
recommendation, or that the rise in expenditure
is greater than recommended by the EEC. Nor
does the converse work. It is therefore a matter
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of accepting the whole body of recommendations
to the letter.

I should like to address myself over the heads of
the Members of Parliament here present to the
parliaments of the national governments. The
first paragraph of the Committee on Budgets
contains the request to the Council and Com-
mission in their recommendations to the various
Member States, as far as possible to use the
terminology that is usual in the Member States
concerned. The intention is after all that national
parliaments should gradually test out their bud-
getary proposals by the EEC guidelines.

It cannot be expected of members of national
parliaments that they should become familiar
with the slowly developing EEC terminology
in the budgetary field. We are not yet this far.
If the annual report is therefore to make itseif
felt in the national parliaments—and that is the
intention—the national terminology will also
have to be used, at least in the chapters addres-
sed to the various national states. When all kinds
of terms are used mixed up with each other no
one will know where they are. Then national
control, at least from the Community point of
view, will inevitably fail.

I know that we are here asking something very
difficult of the Commission. A Community ter-
minology has in fact ben developed over the last
few years. Attempts are being made to speak a
Community language. This is greatly welcomed
by the Committee on Budgets. I fully acknow-
ledge that this is necessary. I welcome the fact
that expenditure and income have been broken
down in such a way that they are comprehen-
sible to the experts in each of the various coun-
tries. The guidelines for the individual Member
States, however, which in fact have to be lodged
with the parliaments concerned for inspection
of the budgetary proposals, should therefore,
in our opinion, also include those terms that are
known in the various Member States and are
used there.

The third paragraph refers to making national
budgets mutually comparable. It is not a matter
of making national budgets identical. The mem-
bers of the national parliaments must, however,
be able to make a comparison with relatively
little trouble, so as to be able to form a better
opinion on the budgets of other Member States.
The break-down of the national budgets must
be comparable.

We all know that 10 years of work have already
been put into this. This object, for the Com-
mission’s technicians and experts, has practically
been achieved, but as a Member of Parliament
I also plead the cause of harmonization of the
method whereby the budgets in the various

Member States are presented. It is in fact not
sufficient for specialists to have material avail-
able that clarifies one thing or another for them;
Members of Parliament, too, must have such
comparative material available.

I now come to the fourth paragraph. The present
annual report is the third to have been prepared
by the procedure indicated in the Council Deci-
sion of 22 March 1971 concerning the streng-
thening of coordination of Member States’
economic policy in the short term. This is also
the first annual report to relate to the enlarged
Community. It was possible, so far, only to state
indicative figures on budgetary policy in respect
of the six original Member States of the Com-
munity. The Committee on Budgets fully under-
stands this.

In the new Member States the budgetary year
does not coincide with that in other Member
States. In addition, it is still very difficult to
compare the budgetary data. For this reason
only qualitative data has been provided in
respect of the new Member States. The Com-
mittee on Budgets hopes that the Commission
will be able to take a step further. If possible,
our committee would like to hear some comment
on this. Ireland, so we have been informed, has
already taken a first step and this problem is
being looked at in the other two Member States.
In paragraph 5 our committee associates itself
with the Commission’s recommendation regard-
ing the rise in national expenditure. A very
rough norm has been adopted, namely that the
percentage increase in public expenditure may
not exceed that of the gross national product.
It says: ‘in general’? The Committee on Budgets
is aware that this cannot always be the case.
In some countries more exact norms have been
developed, but these cannot yet be taken up in
Community terms. In countries where direct
taxation forms a large share of the total tax
revenue and where such tax, moreover, is
strongly progressive, additional budgetary space
is created yearly without the rates of tax
having to be increased. This is not the case
everywhere. In countries where the emphasis
is on indirect taxation the opposite is often the
case.

The Committee on Budgets insists that when
the rise in expenditure exceeds the norm recom-
mended by the Commission the incidence of
taxation should rise. In many countries this will
often have to involve direct taxation, a form of
taxation that takes greater account of the
taxable capacity of the individual.

The ratio of direct taxation to indirect taxation
is not everywhere the same and it is therefore
not possible to lay down strict standards for
this, to apply in equal measure everywhere.
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The sixth paragraph is a direct continuation of
the preceding. Tax policy must in fact be an
instrument of social policy. This is already the
case, but it will have to remain so in all coun-
tries, with an eye being kept on incomes policy.
Incomes policy will have to level off unjust
differences in income in a fair and effective
manner. Every reduction in income differences,
at whatever level, helps towards achieving a
more just incomes policy and a more just inco-
mes ratio. A vision has to be developed with
regard to a more just and effective incomes
policy and that is not so simple. I should like to
refer to the report by Mr Van der Gun and to
this Parliament’s Resolution of July 1972, in
which thought is devoted—even if only in
embryonic form—to an incomes policy of this
kind.

Finally, in paragraph 7 an urgent appeal is
once again made to the national parliaments
that in dealing with their budgets they not only
pay heed to national needs but similarly pay
heed to the needs of the Community as a whole,
taking heed therefore of the aims and coordina-
tion that we are attempting to lay down on a
European scale.

I hope hereby to have done justice to the desire
to comment on the 7 paragraphs that the Com-
mittee on Budgets would like to add to the
motion for a resolution. I would also refer to
the clause in the motion of the Committee on
Economic and Monetary Affairs which is the
most competent here and which in the last
clause of the preamble also proposes to Parlia-
ment that it accept the Comrmittee on Budgets’s
7 paragraphs: ‘subject to approval of the
opinion of the Committee on Budgets added to
the present report'.

In other words: the committee advises in prin-
ciple that the paragraphs of the Committee on
Budgets be regarded as a whole and that these
be sent as a whole with the resolution to the
national governments and the national parlia-
ments.

(Applause)

President. — I call Mr Guldberg on behalf of
the Liberal and Allies Group.

Mr Guldberg. — (DK) Mr President, I would
like to thank you for the opportunity of speaking
on behalf of the Liberal and Allies Group at
this point, because I must admit that we in the
Liberal and Allies Group have fallen in with
yesterday’s decision so that we were to some
extent prepared for this excellent opportunity
of discussing these two questions which perhaps
should really be discussed separately, on
practical grounds as well.

Now that I have the floor, however, I would like
not only to thank Mr Liicker for having
introduced this general debate which is the one
in which I particularly wanted to participate,
but also to thank Mr Bousch for his report and
the Committee on Budgets for the opinion which
Mr Notenboom has just presented.

I would like to draw attention to the fact that
in the discussion of these questions about in-
flation we should perhaps be a little careful in
imagining that the general economic stand-
points from which we are to plan what we are
to do about these problems are independent of
the psychological situation in the individual
countries. This psychological situation may very
well be determined not only by the extent of
the inflation, how long the country has had it
and how great it is, but in the first place by
the question of expectations.

Despite all the force there is, both in the
questions tabled here in previous discussions in
Parliament, the Council and the Commission,
and in the debate now taking place on the report
from the Committee on Budgets, I would never-
theless venture to claim that the problem has
been underestimated. In any case I would like
to act as spokesman for this standpoint.

People comfort themselves with the thought
that others also have inflation and inflation is
being discussed both in the national Parliaments,
in our Parliament here and, as far as I can see,
in the Commission and the Council of Ministers
as a disagreable economic phenomenon which
must be fought by an economic policy. However,
there comes a point when inflation becomes a
psychological problem and when it can actually
become a psychological problem of such propor-
tions that it is not going too far to say that it
can threaten the entire process of parliamentary
democracy. And when this point has been
reached, and it has not yet been reached by
everyone, it is no use comforting oneself with
other countries’ inflation figures and comparing
the percentage increase in prices and wages or
whatever is being taken as a basis.

It may be necessary to realize that a time can
come when the normally recognized economic
remedies—including some of those recommended
by the Committee on Budgets—do not work and
may even work against the general economic
considerations. As long as inflation is regarded
as something temporary, though perhaps long
term, and in particular if it has lasted for a long
time and become worse, the point can be
reached when the general population stops
thinking along the usual economic lines and
when the whole view of restrictions on con-
sumption and savings or distribution between
public and private consumption in reality loses
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its justification because it is based on some
mechanisms of the market economy which no
longer exist, so that the general, sensible
economy, based on this standpoint, becomes
meaningless.

I would like to support this claim with a
concrete, purely mathematical example.

The actual interest rate reached, which decides
the population’s choice between consumption
and saving—that is how it has to be—is a
function of inflation, of the nominal interest and
of income tax. If one has a rising price and
wages level, inflation at a rate of 6%, per year,
which is not a terribly high figure—I know of
at least one country which has much more than
that—and if one has a long-term interest rate
of 12%, which is also not a terribly high figure
—at least I know of once country which has
considerably more—we find that if income tax
amounts to 50%0¢ of a man’s wages—and I know
at least one country where it is usually 60-67%0
—the interest on loans from such a person
amounts to another minus 1.13%, more or less.
In the same situation, institutions and funds
which do not pay income tax will have an
interest rate of + 5.6% while, for instance,
companies which pay tax at a rate of 35-40%
will have interest of about + 1.13%.

Now, in this society the fair economic action
prescribed by conditions in the society would
have it that funds which do not pay tax should
lend money for private consumption to people
who pay income tax at 50% and above. These
two can together receive a rate of 6.73%s the sum
of the two.

Now it is clear that as long as people regard
this situation as something temporary, it will
continue because people do not really believe it
is going to go on and that is very strange. But
if over a long period one has gradually become
convinced that it is getting worse and worse,
people will begin to make their arrangements
accordingly; then we have the situation which I
wanted to describe here and then the country’s
economy operates in such a way—at least I
know of one country where it does—that the
best investment is for funds and institutions to
lend money to private individuals. The next best
is to invest in and lend for consumption; the
poorest arrangement is that people, ordinary
tax payers, save up in order to invest in pro-
duction, so that the basic principle becomes such
that it is a question of making as much money
as possible as quickly as possible.

What also happens is that the general view in
the market economy, which is based on the idea
that when prices rise this limits consumption,

is invalidated. On the other hand, what will
happen in many spheres is that a price increase
releases a fresh wave of buying in anticipation
of the next price increase. I also know of coun-
tries where this is actually being practised in
reality.

It is of course always the case that people feel
safer when they have property than when they
have money, but if they discover that they can
earn money by lending money and have to pay
to be allowed to lend it, a time comes when they
feel that they are being made fools of and then
the whole basis of economic policy changes, that
policy which is defended in this parliament and
by the governments of all the countries where
people speak of a strict financial policy or a
strict monetary policy and restrictions on
consumption, for instance by increasing the tax
pressure which was one of the factors I
mentioned.

So it turns out that the provisions which the
Committee on Budgets also regards as general,
in the psychological conditions I have described
here, come to mean that, on the contrary, the
intensification of the finance policy is transfer-
red directly to prices and wages and contributes
to the aggravation of the very situation which
we are trying to combat. But then people also
adjust themselves to these kind of conditions,
for instance—which has also been seen in some
places—by going over more and more to a more
or less legal form of barter, dealing in goods
and services and thereby reducing the financial
resources available. Division of labour is to
some extent removed. It becomes advantageous
to have amateurs doing the work instead of the
professionals who do it for the normal fee. This
means undermining the financial resources
supplied by the labour force as well as the
resources lying in rationalization and increased
productivity, because it turns out to be
advantageous, tax-wise, to conduct an intrin-
sically unprofitable natural economy which is
intended first and foremost to avoid paying
taxes. Therefore those who remain within the
tax system can in this way suffer worse and
worse. In my view this is a development which
is damaging to any liberal market economy and
it is therefore also necessary for the Liberals
to point out this side of the case which is
leading the community—as we see in practice
and as we also see in some of the things
mentioned in the reports and opinions here—
into a great net of restrictions and encroach-
ments on the economic freedom of the
individual. Finally it may also easily lead to
conditions where the very economic freedom
which is one of the essential conditions of
political freedom, is eaten up by inflation and
its political consequences.
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I think it is right for us to tackle this problem
and I am glad, both that Mr Liicker has tabled
these questions and given rise to this debate,
and of the report by Mr Bousch on behalf of the
Committee on Budgets. But I also believe it is
necessary to add that it would be very easy to
reach a point when something more effective
is needed in psychological terms. We may per-
haps find that our collaboration here has a
pyschological effect, but more is needed in order
to overcome this problem than simply the
economic institutions of a traditional economy.

I can reveal, so that you can see how this
develops, that the figures I mentioned as
examples were the Danish figures for 1972. 1
can also—so that you can estimate the justness
of the claim that we have passed the psycholo-
gical limit I mentioned, which I did not want
to talk about now, nor would it be right in a
debate here in Parliament—tell you as a purely
factual statement that these figures, which were
6°/0 inflation, 12% interest rate and 50% income
tax as the norm for the individual, are today
responsible for the fact that we have an anti-
cipated wage and price increase in the Danish
budget of between 35%0 and 40% for the next
two years, that one year later we have an
interest rate of 14% and we can expect an
income tax rate, which cannot be calculated
straight off, but in view of the progressive
write-up in the figures I would be surprised if
that 50% did not now come to more like 55%.

I mention this not so much in order to cause a
debate on the conditions in my own country as
to show that if we do not get a grip on this
problem in time, in my view we shall reach a
point where the psychological factors will cause
the population, after hearing time after time and
year after year all about what we are doing
to clear up the problem, and after having
observed time after time that nothing comes
of it, to react in a way which will be really
dangerous and in this way the development will
reinforce itself.

Therefore I think it quite extraordinarily im-
portant that we should take this matter very
seriously and, as I said at the beginning, I would
not have had any objection to raise against our
having a debate about inflation in itself and
about Mr Bousch’s report in itself, because I
think the side I wanted to bring up here is of
tremendous importance.

In the introduction the word ‘disappoint’ was
mentioned. It was Mr Artzinger who spoke this
word. I would like to say that this too is an
extraordinarily perilous problem. Now we have
taken up this matter here in Parliament and
we are putting some questions to the Council
of Ministers which in my opinion has not done

very much. We have some answers from the
Commission, who I personally believe to be of
the same opinion as Parliament, mainly that
something must be done on these matters. So
there is a general feeling that we want to do
something. The most dangerous thing which can
happen with regard to the psychological
understanding of these things would be to start
this debate without quickly making sure that it
leads to something which affects not only the
economic conditions but also the psychological
appreciation among the populations of our
countries, that there is a limit, that it is not
going to stay and that even an individual who
is earning negative interest might do well to
secure something for himself for the future.

President. — I call Sir Brandon Rhys Williams
on behalf of the European Conservative Group.

Sir Brandon Rhys Williams. — I am glad to
have the opportunity to speak on behalf of the
Conservative Group to congratulate the Chris-
tian Democrats on having tabled a question at
this time which has given rise to this serious
debate. I should particularly like to congratulate
my colleague in the Committee on Economic
and Monetary Affairs, Mr Artzinger, on his
extremely thoughtful introduction of the sub-
ject. I also congratulate my other colleague, Mr
Bousch, on the points he made in introducing
his own report, and alsoc Mr Notenboom, whose
introduction of subsidiary resolutions on behalf
of the Committee on Budgets has brought for-
ward some further points which we should
consider and which I think for the most part we
fully endorse.

I am sure that there is not anyone in Europe
today who does not recognize the dangers of
the inflationary situation, which, as Mr Bousch
said, could have grave repercussions on our
social system. It is a particular responsibility of
governments to ensure that powerful elements
do not profit at the expense of minorities,
particularly poor families and the old, who are
not able to defend themselves from the changes
in the value of money which are now taking
place.

We are, inded, in the middle of a social
revolution. The standard of living of the élite is
now being demanded by the many. We are no
longer content, as we have been for centuries
past in Europe, to allow two totally different
standards of living in our society. What was
formerly considered to be a standard of living
appropriate only for a limited number is now
required by all of society, and rightly so. We are
not content to see poverty in the midst of plenty,
either at home or overseas.
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We must not forget that the fact that our
conscience tells us that we must do more for the
developing countries outside the Community is
a further burden which is helping to stoke up
inflation by adding to the demand on our already
over-strained economies.

We do not know why this revolution is hap-
pening now. No doubt it is partly due to
democratic forces and the effect of universal
suffrage. Possibly it has something to do with
the spread of knowledge through television.
Undoubtedly it has something to do with the
post-war emergence of Japan as one of the
communities with the highest standards of
living in the world. We can all remember
thinking that the Japanese were people who
were content just to live on a handful of rice a
day, but now that is entirely a thing of the past.

Should we now in the situation in which we
find ourselves in the Community apply the
conventional medicines for inflation? Should we
revert to deflationary restrictions? Should we
bring about an induced recession? One hears
these suggestions being canvassed. I am bound
to say they fill me with the greatest anxiety. 1
cannot help asking myself, was the conventional
medicine which helped to perpetuate the trade
cycle ever right and would it be right now? If
inflation is too much money chasing too few
goods, should we take any action which will
tend to diminish the supply of goods? This leads
me to the question Mr Artzinger put: are we
approaching the limits of growth? Of course,
with the increasing concern about the environ-
ment and the obvious effect of demand on
limited resources where primary commodities
and foodstuffs are concerned, we certainly have
to consider whether we are asking the impossible
of the world’s economy in trying to bring about
this world social revolution as fast as we are,
particularly at a time when the population is
increasing at the rate of 200 000 people every
day.

I heard Mr Haferkamp say that vigorous effort
was needed to reduce expenditure on investment
in the Community. I cannot accept that as it
stands. I think I must have misheard him.

Perhaps it would be right to restrict expenditure
on investment in certain areas of the Com-
munity, but it must be wrong to restrict invest-
ment for the Community overall. Where demand
exceeds supply, we must do nothing to reduce
the overall availability of services and goods.
I feel that above everything we must avoid
means of combating inflation which destroy
confidence in the steady evolution of the market,
which reduce employment, which inhibit the
propensity to invest or which hold back the
improvement of productivity. We must avoid

the temptation to act now with severity either
on the capital account by restricting credit or
on the current account by swinging increases
in taxation. We tried these remedies in Britain
in the last 20 years. I am certain that this stop-go
policy contributed a great deal to the present
difficulties in the British economy. We must
avoid them on a Community scale. We should
develop our policies in an orderly and
predictable way. This, it seems to me, is the
first rule.

Secondly, we must seek to break through these
limits of growth. I believe this is possible. The
value added by human effort in the economic
process can be increased enormously without
exceeding the supply of raw materials by
devoting human skill and ingenuity to the
improvement of the quality of life by, for
instance, the improvement of the services that
we offer to each other, by making more durable
goods, by better distribution of goods.

Mr Notenboom in paragraph 6 of his addendum
to Mr Bousch’s report makes the most important
point, that we need to use budgetary policy
and taxation policy for the implementation of
fairer distribution of incomes. That certainly is
true. We must learn to avoid waste in our
economic processes. We must educate demand
towards the enjoyment of the resources that are
available, including leisure, because I think that
in the long run job satisfaction can become more
important than still higher pay. Thirdly, where
appropriate, governments must be ready to act
directly to limit movement of prices either by
temporary controls or possibly by the use of
subsidies in order to break the inflation psycho-
logy which debilitates the entire economic
system. Mr Bousch referred to this question of
inflation psychology. I think it is a question for
the authorities and that they must share
responsibility, as he says in his resolutions,
for prices and income trends. The British
Government has taken more comprehensive
powers in this sphere than any, I think, in the
Community. But the use of controls, we
recognize, can be a temporary measure only.
Eventually monetary stability must depend on
achieving a balance between supply and
demand.

Fourthly, then, I think we are right in the
European Parliament to lay stress on the
necessity to act together to make a common
plan and particularly to insist upon the evolution
of European institutions which would give effect
to the programme of advance to economic and
monetary union.

Colleagues will have heard me speak on many
occasions about the mneed to establish a
European Fund for Monetary Cooperation as an
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effective body with real powers and led by
important and influential personalities. The
European Fund for Monetary Cooperation is not
just a facility for the central banks. It must
itself evolve into a European central bank. This
will reduce the freedom of movement of the
national central banks and national governments.
Governments wishing to overspend their
budgets will in future have to turn to the market
for the funds they want and not just to their
own central bank for unlimited credit. This will
be one of the side effects of establishing the
central fund in that it will have an influence
on the supply of money in the Community as
a whole. This will have to come.

The British Government is introducing resolute
policies to combat inflation. This is why the
Conservative Group has to return to London
tomorrow to add its votes to the Government
majority. The British Government’s action has
stabilized domestic costs. But we are still suf-
fering in Britain from our excessive dependence
on imports. We feel that to reduce activity at
home would damage our competitiveness,
increase unit costs and weaken our economic
recovery, without having any significant effect
on import prices, which are the root of our prob-
lem.

The best contribution we feel we can make is
to maintain a steady and predictable course
within our means. This is what we shall do.

IN THE CHAIR: MR WOHLFART

Vice-President

President. — I call Mr Yeats on behalf of the
group of European Progressive Democrats.

Mr Yeats. — I start by adding my thanks to
those already expressed by other speakers to
Mr Bousch for his resolution and for the clarity
and common sense of his contribution.

In some respects I suppose we would all agree
that the annual report now under discussion is
a depressing one. The most urgent single prob-
lem—as is stressed again and again all through
the Commission’s report—is the ever-worsening
problem of inflation. Yet nowhere in its report
does the Commission express any real hope that
matters will improve.

It points out that ‘the upward movement in
prices has gathered further momentum in the
last twelve months’, and it rightly describes
this as an ‘alarming development’. But even
more alarming, surely, must be the Commis-~
sion’s own prophecy that in the year 1974 ‘the
problem of inflation will remain just as serious’,
a prophecy with which one can only agree.

How much longer, in fact, can we continue to
face these annual price increases of up to 11 per
cent or even higher? At present the economic
and social effects of these inflationary tenden-
cies are being cushioned by the boom conditions
obtaining in all the nine member countries. It
may be that because of these very active and
favourable economic conditions there is not suf-
ficient public realization of the real dangers of
inflation. There are plenty of complaints about
rising prices, but there is not perhaps a suf-
ficient understanding of the risk that these
inflationary tendencies may in time come to
generate their own momentum and continue to
strengthen, even after the original causes of
inflation have begun to disappear. Even now
we have the situation that various groups in
society try to increase their incomes far beyond
any possible gains in productivity and to offset
still further price rises that are expected in the
future, and there must now be a very real
danger that constant rapid price rises such as
those that we are seeing may endanger the
entire Community effort to maintain economic
growth and to reach or preserve full employ-
ment.

Possibly the most depressing single aspect of
the report is the implicit admission made all
through by the Commission that the institutions
of the Community are essentially powerless to
deal in any substantial way with the coordina-
tion of the economic policies of the Member
States. In its foreword the Commission expres-
ses the view that, once adopted by the Council,
this report will be placed by governments
before their national parliaments so that it may
be taken into account in budget debates. Am
I being unduly cynical in suggesting that it
seems unlikely that this report will have any
decisive effect in changing the economic policies
of Member States? Yet this is a great pity, for
there is so much plain common sense to be
found in the pages of this report that one would
wish that there were some way in which its
recommendations, most of them at any rate,
could be enforced throughout the Community.

One recommendation in particular contained in
the report could have especial importance in
helping to solve not merely the problems of
inflation but the regional imbalances that we
shall be discussing later this week. The Com-
mission points out the inflationary results
brought about by excessive investment in
already highly industrialized regions. In condi-
tions where there are severe shortages of labour
and of other factors of production, continued
large-scale investment can only have an un-
necessarily inflationary effect. At the same time,
the excessive concentration of growth in certain
limited areas creates great social and environ-
mental problems.
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The Commission in its report rightly stresses
that it makes economic sense for enterprises to
invest in regions where there are manpower
reserves. It points out that such a policy would
have a number of advantages. It would make it
possible to reduce unemployment, to end the
difficulties created by the large-scale migration
of workers, to promote a better regional balance
and — besides all this — it would enable useful
business investment to take place which would
otherwise be held up or in some cases
abandoned.

In other words, increased investment in the least
developed areas, besides being socially just,
makes sound economic common sense. The
trouble is that, having said all this, and having
added in the report that ‘concrete measures’ are
needed to bring this about, no such ‘concrete
measures’ are set out in the document. Nor,
unfortunately, is there any real reason to expect
that the coming Regional Fund will do sufficient
to channel investment to the least developed
areas. On the contrary, all the evidence suggests
that the economic and social gap between the
most highly-developed areas and the poorer
regions of the Community will continue to widen
during the coming years.

As an annual report on the economic situation in
the Community, this in an excellent document.
The problems are well and clearly stated, the
solutions proposed are on the whole
soundly based, yet it seems absolutely clear
that there is a vital need for the adoption of the
recommendation in paragraph 3 of the resclution
calling for an extension and strengthening of

‘the decision-making and executive powers of
the Community institutions in the field of
economic policy...’

This is the real test, and nothing we have heard
today from Mr Haferkamp or from the represen-
tative of the Council suggests that any real
effort is about to be made to deal with our
economic problems on an institutional basis.
Until that real effort is made, it is difficult to
see any serious improvement in the inflationary
position that we all so much regret.

President. — I call Mr Leonardi.

Mr Leonardi. — (I) Mr President, honourable
members, these annual reports on the economic
situation were instituted to facilitate the imple-
mentation of economic and monetary union.
Their purpose is to promote convergence of the
conjunctural policies of Member States to allow
of greater monetary stability; basically, they
reflect in corjunctural terms the theme under-
lying the thi-d, medium term, programme: the
balanced dev:lopment of the Community.

As ill fortune would have it, the discrepancy
between the economic progress of our countries
is increasing in proportion with the number of
documents produced to demonstrate the need
for eliminating discrepancies. If we compare
the actual trends with those embodied in the
third medium term programme, which is cited
in the preamble to the motion for a resolution
put forward by Mr Bousch and which should,
grosso modo, serve as a reference for medium
term development, we find enormous dif-
ferences, not so much in the rate of growth of
the national product as in price trends, which
will have an inevitable effect upon that very
development.

On the subject of prices, while the medium term
programme deplored the untenable inflationary
trend over the preceding few years it predicted
a general lowering of the rates of increase. Here
again, I could quote point 8 of the medium term
programme, which it would be very instructive
to read.

What has occurred, however, has been quite
the contrary and we could now look back with
envy upon the prise increases during the decade
from 1960 to 1970 which were considered
scandalous at the time.

As I pointed out last year, the significant aspect
values predicted for the Community and the
actual figures as the growing differentiation
between individual countries—in other words,
the non-fulfilment of the fundamental condi-
tions for the attainment of the desired state of
equilibrium in the Community.

In the past twelve months, not only has there
been a greater tendency towards price increases
but there has also been a far wider gap between
the minimum and the maximum. Last year the
difference ranged from 5.5 %o to 89, while this
year it is between 6% and 11%.

Last year Commissioner Barre observed that
‘considering the question from the viewpoint
of Community cohesion, it must be stated that
the fears we harboured in 1972 of a degree of
incoherence in the evolution of prices in the
Community have been belied by the facts. But
we cannot congratulate ourselves, unfortunately,
for this cohesion has taken the form of generali-
zed inflation in every Member State.’ These
were Commissioner Barre’s arguments: on the
one hand, he upheld the validity of progress,
however that may be achieved, in attaining
a degree of cohesion on the monetary field,
while on the other he hoped that the future
would show that monetary cohesion would also
lead to greater cohesion in the economic field.

The future, however, has shown the contrary: in
1973, divergences in economic growth have also
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had a severe impact upon that minimal mone-
tary cohesion so laboriously achieved by the
Member States.

Even today it is not clear when we can expect
to return to a degree of order within the Com-
munity, in this world suffering from such
profound upheavals.

The fact is that divergences of a conjunctural
nature are no more than the effect of radical
differences in the very structures of the eco-
nomy of our States, differences that have
certainly not been tackled by the overall
policies characterizing the efforts of this Com-
munity up to this point and that have helped
to strengthen the position of the stronger com-
pared with that of the weaker. These differen-
ces are mitigated in periods of growth but are
accentuated during periods of profound change
in the world order such as the present. The
consequence is that the gap between Member
States widens, since governments must concern
themselves primarily with their own national
situation. It is true that inflation is a universal
phenomenon, but its effects differ radically
within individual countries, between the rich
and the poor, in the case of those who possess
capital goods and in the case of those who have
none, and externally between countries having
a larger stock of capital and those who have no
capital.

This is reflected in the currency exchange
ratios, which certainly do not vary in parallel
with the price ratios in the countries them-
selves.

While there are differing inflationary trends
and diverging conjunctural tendencies among
those countries taking part in the process of
integration, there are also divergences in the
balance of payment positions of those countries.
If priority is placed upon the objective of inte-
gration, the process of adjustment must be
achieved without recourse to changes in
exchange rates. We have seen the contrary
occurring in the Community this year, for the
very reason that integration has not been the
priority objective. Nor could it have been the
primary objective, in view of the position of
individual countries, which was—in part—the
result of past Community policy.

As we have already pointed out several times,
failure to achieve full customs union has not in
any way made it easier for the Community to
move towards economic and monetary union.
Parliament should take the decision to examine
the whole question with this in mind, as we
have urged many times and as we urge you
today once again, to provide a concrete basis of
reference.

The Community, then, is at a turning point.
For some time now the facts have proved widely
different from forecasts and the traditional
overall regulation policies are completely inade-
quate. The Commission itself, in reviewing the
results of the first stage of economic and mone-
tary union as well as the measures for the
transfer to the second stage (which is due to
begin next year), comments that ‘in the second
phase an element of true Community solidarity
will be necessary, especially with regard to the
problems of employment and regional develop-
ment’.

The seriousness of the situation is well illus-
trated by the sharp divergences between
governments of the various countries in the
matter of the move towards the second phase
of economic and monetary union. There is a
visible tendency to postpone the second phase
and not to implement the first phase. It was
quite different with the implementation of
customs union, where the countries forged
ahead, since no more was needed than to
activate the existing forces of private interests.

The fact is that policies requiring solidarity
must be based on forces profoundly different
from those motivated by profit, and they are
entirely different from policies conducted in
the past, for which this Community was con-
ceived from the institutional viewpoint. The
basic need of these policies is popular consensus,
and in democratic systems this consensus, too,
is the sole sound basis for equilibrium and
stability in progress. In other words, it is the
only true weapon against inflation.

What contribution has been made by the motion
for a resolution towards the achievement of a
consensus, the sole means by which the Com-
munity can find its way out of the blind alley
in which it is now, giving some sense to our
discussions here today? It would be unfair to
say that the rapporteur did not feel this need,
for in paragraph 5 he states that ‘thought must
be given to securing public support for the
energetic measures needed to ensure that in the
fight against inflation the burden is equitably
distributed’.

Having made this just assertion, however, he
immediately goes on to say that this objective
should be achieved by a publicity campaign
launched simultaneously throughout the Com-
munity for anti-inflationary action, based on
the principles expounded in the annual econo-
mic report, to overcome the anti-inflationary
psychosis.

Frankly, we have no heart for this proposal,
especially when we consider the nature of the
anti-inflationary plan of action suggested by the
rapporteur. He refers to the Commission’s an-
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nual report but completely overlooks the
external external component, even though it is
deplored here as the decisive factor in the in-
crease of the volume of currency despite certain
restrictive measures adopted by the authorities
to neutralize the effects on external liquidity.
In consequence, the Commission report states
the advisability of reinforcing the measures
introduced to regulate the international flow of
finance and harmonizing the systems of control
vis-d-vis non-member States. There is no trace
of this in the motion for a resolution except for
a general call for an ‘early return to order in
international monetary affairs’ which—as we
are aware—is far from achievement.

The same applies to the selection of anti-infla-
tionary actions to allow for the special need in
certain countries to avoid placing obstacles in
the way of further investment and improvement
of economic structures.

It is true that the motion calls for a draft regu-
lation to promote stability, economic growth, a
high level of employment and balanced external
trade.

I have always concerned myself with planning
even in countries where this is more or less
highly centralized, and I must confess that I am
awaiting this draft regulation with some
impatience.

In short, apart from a call for the controlling
of prices by the authorities—a control that is of
course necessary, but which does not eliminate
the cause of inflation—the motion for a resolu-
tion urges that greater power be invested in the
Community institutions and that a restrictive
policy be adopted on credit and public spending.
In essence, this is a deflationary policy accom-
panied by the concentration of powers at Com-
munity level.

This is not our opinion. We are well aware of
the very grave evils and perils of inflation, not
only in the economic field and above all for
the less affluent sectors of society, but also for
our democratic institutions. Our position is clear
and is demonstrated in concrete terms by what
we are doing in our countries.

We do not believe that Community integration,
and consequently Community institutions,
should be viewed and used as instruments to
make it possible for old policies of restabiliza-
tion to be adopted in individual States at the
expense of the people as a whole.

The Community must not be used as a channel
for conservative policies that can no longer be
implemented by individual countries, through
the centralization of power above the level of
national States. We still have vivid memories of

the use that conservative forces in our own
country made in 1964 of the recommendations
advanced by Commissioner Marjolin on a vigor-
ous monetary squeeze, at a time when the
economic situation was on the decline and signs
of recession were multiplying.

If the Community has some meaning, it can only
be in a progressive sense, in that it paves the
way for common policies based fundamentally
upon not so much the intensive but rather the
qualitatively different use of resources to satisfy
needs that are to an extent divorced from the
economic motivations guiding decisions in the
private sector, and even in the field of decisions
and facilities available in the more limited na-
tional environment. In consequence, no develop-
ment is possible without reform, even on Com-
munity level.

This calls for choices which will promote private
interests and the preferences of individual coun-
tries by new forms of public intervention and by
institutions capable of expressing popular con-
sensus as to the use made of resources, which
will differ as the distribution of those resources
differs. We are therefore against any battle
against inflation viewed as the principal enemy,
based upon greater powers for non-democratic
institutions such as those of the Community
today and upon restrictive measures which,
despite all our good intentions, will in the end
be indiscriminate and will hurt the weaker
among us.

If it takes this road, the Community itself may
be travelling towards its dissolution, due to the
clash of ever more divergent interests of indi-
vidual states and its attempt to achieve greater
authority, which it cannot attain without greater
consensus.

President. — I call Mr Burgbacher.

Mr Burgbacher. — (D) Mr President, ladies and
gentlemen, when I put myself down to speak,
there was still to be a separate debate on the
inflation paper and the Bousch report. So I
shall speak on the inflation paper, or rather on
one particular aspect of it.

The rapporteur and several other speakers,
including Mr Bousch, all agreed on one thing,
that demand inflation was a major cause of
inflation, and it has been said that a more
equitable balance ought to be struck between
supply and demand.

The question I ask is this, whether, at this stage
of the problem we are on the right path. In
some States in the Community severe credit
restrictions are operated by the central banks,
and the merchant banks, which are institutions
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to help exports, are also inflexible and reluctant
over granting credit, and even then the interest
rates are high. As a result, and it cannot in fact
be otherwise—as was recognized in an aside by
the previous speaker—it is the weakest who
are hit by these measures: the small firms, the
white collar establishments, and new businesses.
The big monopolies and the multinational enter-
prises help each other among themselves, and
credit restrictions have no effect on them. And
besides that it has no effect on increasing out-
put, in fact there is even a risk that output
will become less.

On the other there is the principle insisted on
by trade unions in a prices and income policy,
understandable in human terms, whereby in-
creases in salary must follow a rise in the cur-
rent inflation rate as well as percentage in-
creases in the gross national product. But when
this happens, as is usually the case, it means
there is no chance of any slackening in con-
sumer demand on the part of 85 to 90°%0 of wage-
earners. No reduction in demand can ever be
achieved this way, on the contrary demand will
constantly increase, if one also bears in mind
that it is more a question of over-employment
than of full employment, and its consequent
effects.

A stabilization policy could only succeed in
bringing about a steady level of incomes, which
is what is being pursued, if a part of the income
total earned by the mass of the population were
to be taken out of the consumption process by
means of so-called investment payments to
employees to be held by them and so act as
a source of investment funds and hence a means
of increasing supply.

I felt I had to bring this aspect to the House’s
attention, though I know perfectly well I am
holding a red-hot potato, because in the end
all of us here are duty-bound to come out with
unwelcome truths when we have to.

President. — I call Lady Elles.

Lady Elles. — I thank Mr Liicker and the
Christian-Democratic Group for raising this
vital question which is besetting all the Member
States of the Community. I also thank Senator
Bousch, not only for his report, but for his very
valuable statement on the report.

Whatever high-level policies the Commission
and Member States elaborate and implement to
counter inflationary tendencies, we must remem-
ber that the ultimate effects on the prices of
goods and services are felt individually by
250 million people, and these include old-age
pensioners who are living entirely, possibly, on

social security benefits, as well as employees
and employers, young couples, students, and
small children who have pocket money, who
have to deal with continual rises in prices and
who may broadly come under the umbrella title
of ‘consumer’.

I will not say anything about world monetary
problems, which are admittedly very closely
interrelated with our own economic and finan-
cial dilemmas. I want to refer to some specific
policies which are being pursued by the Com-
munity at present, remembering what the objec-
tives of the Economic Community are—namely,
to raise the standard of living of individuals and
at the same time to maintain a full employment
policy and achieve price stability. It seems to be
the correlation of these three objectives which
so far has escaped us.

The Community’s competition policy is vitally
affecting the question of prices within the Com-
munity. As I understand it from reading the
Treaty, its objective is to eliminate resale price
maintenance, to remove restrictive practices,
which include exclusive dealing agreements, sole
agency agreements, quantitative restrictions and
so forth, and to avoid the creation of monopoly
situations.

It was therefore somewhat disturbing to read
in the Commission’s recent Second Report on
Competition Policy, pages 43 et seq., the infro-
duction of Regulation 2779/72 of 21 December,
which has granted block exemptions to certain
production specialization agreements. The policy
and intent behind this regulation is apparently
to cut production costs. Let us remember that
cutting production costs does not necessarily cut
retail prices. On the contrary, monopoly situa-
tions are created and these result in the end,
very frequently, in inefficient production and
the maintenance of high prices.

I greatly hope that this regulation will not be
applied throughout the Community as a policy
which is in direct contradistinction to Articles 85
and 86 of the Treaty of Rome as they are being
implemented and have been implemented up to
now and with the findings of the European
Court of Justice — another very important
institution of the Community which we tend to
forget — which has made decisions on cases
which have come before it over the years.

I also draw attention to Part IV of the docu-
ment which concerns consumer protection. There
are one or two rather worrying points which
we should consider. First, it says that the Com-
mission intends to establish a programme of
consumer prolection early in 1973. This docu-
ment was printed in April 1973, but we had it
later and there is no reference so far to any
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consumer policy. Secondly, the figures given on
page 166 are somewhat nebulous because we are
not told whether they are in terms of real income
or whether they are relative.

What is even more disturbing is the tendency
not to maintain the competition policy as envis-
aged in the Treaty of Rome. The policy of the
Commission now seems to be to facilitate a nar-
rowing of price discrepancies for similar pro-
ducts between Member States and thus benefit
the consumer. It has never been proved, how-
ever, that the removal of price discrepancies
benefits the consumer. It is rather the reverse.
The encouragement of price discrepancies and
the removal of resale price maintenance may
in the end contribute to holding back inflation
and keeping down the level of prices.

Probably the biggest contributory factor in
prices in recent years in the Community was
the removal of the tariff barrier as between
Member States. I ask the Commission to consider
looking much more closely now into the removal
of non-tariff barriers on goods flowing between
Member States. This would undoubtedly be to
the benefit of the Community. I realize that this
problem has been made even more complicated
by the fluctuation in exchange rates. The re-
moval of these non-tariff barriers would contri-
bute to a more balanced level and stability of
prices.

As for the environment, the Community is
pursuing a policy in which the pollutant shall
shall pay, which again will increase prices to
the consumer in the long run. I therefore urge,
as indeed was stated in the environmental policy
of the Commission, that much greater attention
should be paid to the original source of nuisance
and pollution rather than merely emphasizing
that the pollutant must pay and take his
measures. We must conduct much more research
to encourage the removal of the original cause
of pollution.

The common agricultural policy is very relevant,
and it has been a much maligned policy. Some
of us have contributed to attacking this policy,
but perhaps it will do us all some good to
remember that prices now of the main com-
modities within the Community are lower than
the average world price, be it for wheat, beef
or maize.

The only item which I believe is now at the
same level or higher is butter. In my own
country, the price of butter now in 1973 is at
least one-third lower than it was in 1971. Per-
haps we should express some gratitude to the
Commission for having pursued this policy with
some effect, at any rate as regards the increase
in agricultural commodities.

I wish also to mention the measures Member
States are taking individually. We must make
a plea for the removal of doctrinaire beliefs and
the taking of practical steps and measures which
will counter inflation. We have now reached the
somewhat absurd situation, if one can call it
absurd, that governments who do not believe
in doctrinaire principles are pursuing stringent
wage and price policies in order to counter in-
flation and, I may say, with some success, while
some of the parties in governments who have
always believed in economic doctrinaire sanc-
tions and strict control of markets have so far
failed to grasp this nettle and are suffering from
higher inflation than other Member States. It
should therefore be urged that those Member
States who are not taking severe price control
and wage control measures should be encouraged
to do so. The very fact of closer interests in
economics and finance between the Member
States demands closer integration and coordina-
tion of policies.

In all these policies let us not forget, as was,
indeed, mentioned by Mr Haferkamp, that one
of the objects is stability of prices. This affects
the economic development of countries outside
the Community as well as the 250 million people
within the Community with whose future we
are concerned, that is, the consumers within the
nine Member States of our Community.

President. — I call Mr Hakkerup.

Mr Hzkkerup, President in Office of the Coun-
cil of the European Communities. — (DK) Mr
President, I would like to begin by asking your
indulgence for my speaking at this point but
unfortunately I am obliged to travel back to
Copenhagen this afternoon. I had hoped that we
could have concluded the debate on the inflation
problem this morning but it was not to be.

I would like to say that I have listened with
great interest to the contributions made by
speakers on the annual report on the economic
situation in the Communities. This is a report
which, when it has been commented upon by
the Parliamentary Assembly, will be sent to the
Council and it is obvious therefore that I can-
not comment on the annual report at this time.
But I will be glad to pass on the views which
have been expressed during the debate today
at the debate by the Council of Ministers on
the annual report.

I would then like to stress that the few com-
ments I am about to make can only be made
on my personal account. It has naturally not
been possible to confer with other Members of
the Council on the comments which have been
made today. But I would like to make three
comments myself.
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The first is that the view has been expressed
that we are underestimating inflation and the
risk and danger implied by continued inflation-
ary developments. I do not think this is right.
If you read the Council’s Resolution of 28 June
it is quite clear there that the Council of Min-
isters understand the risks involved in continued
inflationary development and it goes without
saying that since this inflationary development,
at least in a number of Member States, has been
greater in subsequent months, an understanding
of these risks has certainly not diminished.

1 would then like to say that the second view-
point that has been put forward is that more
importance should be attached to the psycholo-
gical problems associated with inflation. This
was expressed in the comments made by the
Commission about the necessity of trying to
unite the Member States and the different
authoritative organizations and bodies con-
cerned in the individual countries in a campaign
to show the population clearly what the risks
of inflation entail.

But it seems to me that over and above this
the question was discussed of, shall we say, the
psychological environment of inflation from
another standpoint as well, which was sup-
ported by the Liberal and Allies Group, namely
that by growing used to inflationary develop-
ments and taking them into account the indi-
vidual citizen and groups of citizens began to
alter their own assessments, which would affect
the chances of effective economic operation.

1 do not disagree that there is much that is right
in this view, nor do I disagree that with refer-
ence to the other side of the psychological
problems surrounding inflation, namely mak-
ing the population aware of the risk, there is
much that is right. I would also like to say
that I understand people do not feel particularly
satisfied with the answer I was able to give on
behalf of the Council to these questions. That
does not surprise me. I would have been sur-
prised if Parliament had stood up and cheered.

This is connected with the nature of the prob-
lem. Everyone knows—it may therefore seem
superfluous to repeat it—that the development
of inflation in some ways behaves the same in
all the Member States, but nevertheless, against
different backgrounds it is necessary to make
use of different remedies in the fight against
inflationary development.

I have noticed that the Liberal and Allies Group
has studied my country’s conditions with special
interest and I naturally thank them for the
honour. However, after the comments the Lib-
eral and Allies Group made on this question, I am
not wholly convinced that it would be advisable,

even from the Liberal and Allies Group’s point
of view, that I should enter into such a debate
at this moment of time. So I will leave it alone.

But it is obvious that there are national differ-
ences in the situation and it may therefore be
difficult to draw many concrete conclusions
with regard to the means to be applied jointly
for all nine Member States. There are certain
things which we might be able to agree on and
which it would be useful for everyone to apply.
But by virtue of the different situations of the
Member States there are other means which can
more usefully be used in one country than
another. This makes the problems even more
complex.

However, what in my view is ultimately the
most important thing is if we—and by this I
mean all those who are politically responsible
for their populations, whether as governments
or parliaments—have the political courage to
implement those measures which we know to
be right. It is ultimately a question which must
primarily be solved on a national basis but tak-
ing into account the constantly growing depend-
ence of the European Communities in this
sphere.

In my opinion it is no good adopting declara-
tions and recommendations, however fine, if the
individual countries—and also the European
Communities as a whole—have not the courage
to be prepared to implement even those measu-
res which may be unpopular at first but which
in the long term, the medium term or even in
the short term contribute to restraining infla-
tionary developments.

On the basis of the recognition that inflationary
developments are the most threatening danger
to our economy at present, I believe it is neces-
sary for us to decide on more effective action
than before.

President. — Thank you, Mr Hakkerup, for
your statement, of which the House takes note.

We share your regret that you have to return
immediately to Copenhagen.

The proceedings will now be suspended until
3 pm.

The House will rise.

(The sitting was suspended at 1 p.m. and resu-
med at 3 p.m.)

IN THE CHAIR: MR BEHRENDT

Vice-President

President. — The sitting is resumed.
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7. Tabling of a motion for a resolution
and reference to committee

President. — I have received from Mr Durieux
on behalf of the Liberal and Allies Group a
motion for a resolution on the amendment of
Rule 21 of the Rules of Procedure of the Euro-
pean Parliament.

This motion has been printed and distributed
under No 196/73 and ,if there are no objections,
will be referred to the Legal Affairs Committee
as the committee responsible.

Are there any objections?

That is agreed.

8. Joint debate on Oral Questions No 76/73
and No 77/73 and the report on the economic
situation in the Community (cont.)

President. — The next item is the resumption
of the joint debate on Oral Questions No 76/73
and No 77/73 and on the report drawn up by
Mr Bousch on behalf of the Committee on
Economic and Monetary Affairs (Doc. 191/73).

I call Mr Normanton.

Mr Normanton. — I should like to add my own
thanks and congratulations to Mr Artzinger
and also to Mr Licker in that his name is
attached to the question which forms the basis
of the debate. I am sure that the House is deeply
indebted to them for giving all of us an oppor-
tunity to discuss this vitally important issue of
inflation.

I suggest that there are few subjects facing
politicians about which there are more views
and diagnoses than inflation, and even fewer
solutions in practical terms. But, after all, in
my view it has been a glaring example of the
fear millions of people of Europe feel about
the consequences which flow from a continua-
tion of inflationary pressures.

I have no intention, I confess, of adding to the
presentation more diverse and diffuse diagnoses
of the causes of inflation or the solutions to
them, but I want to make three particular points
within the framework of the debate. Two of
these are economic and one of them is political,
and I suggest that at the end of the day I shall
be saying that the political aspect of this
problem is far more serious than I think some
of our members fully appreciate.

First, the two economic points relate to raw
materials. We are all aware, whether we are in
industrial community. I refer to oil. I appreciate

basic raw materials have been rising in price
in recent years and more particularly within
the last 12 months. These price rises would
normally have been welcomed, I suggest, by
some sectors of the world which were the
beneficiaries of these rises in the prices for
their raw materials, and deplored by other
sectors. But what concerns and worries me is
the way that, perhaps for the first time, rises
in prices of raw materials have not been
restricted exclusively to certain sectors of the
world which historically have been the raw
material producers, because the raw materials
which have risen in price have, regrettably,
tended to come far more from the consuming
areas, the industrial societies, of the world than
in previous periods of economic history. I am
referring to the way in which butter, wheat
and products of that kind have risen in price
on a world basis regardless of sources of origin;
the actual prices have certainly risen enorm-
ously and dangerously in areas which historically
have been and are industrial, such as the Euro-
pean Economic Community, Japan and the United
States, and in these conditions I think it is
purely academic whether we discuss inflation
as the product of wage or price push. The net
result is regardless of the sources of the infla-
tionary pressures; the consequences undoubtedly
are very much the same.

I suggest that much of our talking and thinking
in this debate so far has been concentrated on
price rises and raw material price rises. We
should, of course, have been thinking about
these some considerable period ago, anticipating
them, but with the benefit of hindsight we can
all be highly successful operators in the stock
market or in the political field.

I urge this Parliament and the Community as
a whole to take a lesson from the way in which
prices of raw materials have risen and to note
with absolute certainty the wisdom of the old
adage ‘what goes up must come down’. In relative
terms I have no doubt that just as prices of raw
materials have risen astronomically, so, in the
fullness of time, we shall face once more the
familiar twists and turns of the trade cycle, in
the process of which we shall see price-falls—
not absolute but relative falls. I urge the Com-
mission to take this matter very much into its
calculations and forward thinking in terms of
how we must deal with the world’s economic
problems, and indeed the problems of the Com-
munity in particular, when such a fall comes,
as I believe it will.

The second point relates to a raw material
which is so basic and fundamental to the very
existence, if not to the prosperity, of an
industry or in politics, of the way in which
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that the Committee on Energy intends to deal
with this matter urgently and comprehensively
and I understand that, subject to the approval
of the Bureau, the subj