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The proposals of Karl Schiller

The German Minister for Finance and Economic Affairs, Karl Schiller, was known for his austere financial
policy. While criticised at times by his Social-Democratic Party (SPD), he was highly appreciated in
banking and business circles. He was unyielding in his bid to curb inflation and was steadfast in his desire to
maintain the stability of the German mark. His economic policy, endorsed by the three Benelux countries
and Italy, was spurned by France.

Karl Schiller wanted all the European currencies to float. But that step was sure to push up the value of
certain currencies, amongst them the French franc. The French President, Georges Pompidou, and his
Finance Minister, Valéry Giscard d'Estaing, opposed Mr Schiller's proposal and preferred to fix parities via
exchange rate controls. The Germans rebuffed such an interventionist approach. France was above all trying
to avoid an overvalued franc, since that would harm French exports and might slow economic growth and
even lead to social unrest.

Moreover, France wanted to maintain its image of a world power and did not want to be pulled along in the
wake of the German mark, which, some people felt, was already beginning to look like a monetary standard.
In short, the Six were deeply divided as to which monetary policy to pursue.
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