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PREFACE

"At the start of 1974, the Buropesn Commission asked a group of experts

"in different scientific §ields{ebonobd, ’bﬁélamg@iﬂghgﬁeiaioﬁasinﬂwt@Pdraw up
a study onh econbmic and ﬁoneﬂary:unioﬁ'(EMU).'ThE'groﬁp of experis,

"called the "Study Group on Economic and HMonetary Union 1980" has met

under the chairmanship of Mr., MARJOLIﬁ; former Vice-président of the
Commission, in charge of economié and monetary affairs. (The names of

the group menmbers figure on a list herewith attached).

‘Another -member’of the group, Monsieur CLAPPIER, was called upon 4o
assume other responsibilities which prevented him from continting to
pariicipate in the work of the group. The group sincerely Thanks him
‘for the important contribution which he made  to its work,

In conformity with the mandate of the Commission, and in order to>con—
timie in greater depth the examination of the development of economic

and monetary union within the framework of the estblishment of a Burcpean
Union, the cbject of the study has been to undertake an analysis of the

problems raised by the achievement of EMU taking into account the major
changes to be expected by 1980,

In view of tﬁe originality of the problems posed by the formulation of
this policy, the group was given a very high degree of freedom, both
in the choice of probleme to be tackled and in the methods to be con-
sidered for their solution.

The group has approved its report as a whole, although it does not re-

flect each member's opinions in every nusnce, The coherence of the whole

programme is more important than each proposal teken alone.
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The report is divided into f.our ohép'{:éi-is"; The first draws. up.a balance

. sheet of past even‘bs and an analysis of the. movement towarde economic
a.nd monetary union. The seoond deals with the urgent problems which en-
danger . the existence of .the European Comunmity. This chapter is followed
'by a short—'bezm programme (cha.pter III),Whlch given the evolution which
the Community has undergone in recent years, is stilh largely devoted
to moneiary policye In general, however, this programme can be consi-
dered as a test .of the political will of the menber states' governmentse
Finélly, chapter IV examines in greater .detail the first steps. towards
v,ecqnomi»c and mone'l_;a,ry unione ‘

Two annexes are added to the repor'{l:. : annex I contains details of the
Group's proposal relating to a Community unemployment benefit szheme
_and which has the agreement of all the members of the Group, Anmex IX

brings together some personal comtributions.

[
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© 1, THE HOVEMENT TOWARDS TCONOMIC AND MONETARY UNION - BALANCE SHERT AND
PROSPECTS '

"1, Wrzre have we got 1o 7

~ I% became clear to the Group that in order to be able to say an,fthmg
useful about the future it was essential to draw up first of all a
balance sheet for the past and in particular of the results of the
efmrbs made since the Hague Summit of 1969 'bomrds the oreation of

a Europca,n Toonomic and Ioneta,ry Union (1)e

Mo avoid any misunderstanding, the Group wishes to emphasize that it
remains deeply committed to the idea of Buropean unity and that this
appears to it more necessary than ever if the States 'of Western Europe
are going to be able to contime to play a rSle in world affairs and
protect themselves against the dangers which threaten them form all sides.
.A’Ione, their impotence becomes ‘every day more obvicusj only unity can

. pestore to them the influence which they have loste

" But without denying certain progress of a t$echnical nature; notably
as regards cooperation between the central banks, the Group is of the
opinion that the efforts undertaken since 1969 add up tc a failure.
The "sneke" has exploded and the "narrowing of +the marglns of fluc-
tuation" no longer exists except between those currencies which are
more or less closely linked with the Deutsche Markj the Monetary

Cooperation Fund only plays a minor r0le in Furopean monetary affairses

Furope is no nearer $0 BeM.U. than in 1959, Tn fact if there has been
any movement it has been vackwards, The Burops of the Sixties repre-
sented a relatively harmonious economic and, monetary enti*sy whlch was
‘undone in the course of recent years; national economic and monetary
policies ‘have never in 25 years been more d:.scorda:nt, more divergent,

than they are todays.

The only thing to be said is that each national policy is seelping:to
golve problems and to overcome difficulties which srise in ‘each indi-
vidual country, without reference to Europe as an entity. The diagnosis
is at national level: efforts are made at national levels The coordi-
nation of national policies is adous wish which is hardly ever

achieved in practicee

(1) Designated hereafter by the symbol E.M.U.
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The result is that when ore speaks of Europe one is talking basically about
a geographical entity situatéd between the UsS.As and the U.S.S.R., EompoSed =
of States which trade intensively among thomselves but which in most other
respects behave in their national affalrs and ‘in world affairs according to

the trends and the particular interests of each.

This situation is felt more or less ciearly hy the inhabitants of this area.
The idea of a united Eurépe, while enjoying the passive sympathy »f the
majority of the population in most Community ocountries, Js not one which
carries force, The geoodwill with which it is generally reccived is usually
“accompanied by scepticism, because of the lack of a clear political commit-

ment by political lesders,.

L 4

The Furopean institutions carry out the r8le asbigned to them by the treaties

of Paris and Rome and watch over as efficiently as possible the execution of

these treaties and the administrative decisions which have been taken since
their entry into force. The lack of any discernible progress for several
years towards the unification of Euroéo mesns however that their authority
iz weakened and that they have ceased to be considered as the preoursors

of institutions which will watch over the ﬁestiny of a united Turopa.

The Heads of State or of Government have decided to meet regularly three - ‘
times a year at the Council of the Communities. It is still $oo soon to form

any judgement on the scope of such an innovation.

The centrifugal movement which characterizés national policies has deeply

" affected Community achievements,

The Comﬁon Agricultural Policy iz in a state of crisis. The monetary problems
' whidh héve arisen since 1969, and the frequent refusal of governments to

permit the price adjustments in national currencies, which would normally

have resulted therefrom, have led to the ecrecation of a system of compensatory

payments of such complexity that it is incomprehcnsible to the uninitiated,

|
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The wnity of agricultural prices in the Community is damaged and the singls
market split into several fragments which, given the attitudes of certain

of them, it is hard to see being "stuck together again" in the foreseeable
future,

The extent of liberaligation of capital movements within the Community is
less than it was at the begimming of the Sixties. Pollowing the more or less
unilateral decisions taken by = certzin number of govermments, the situstion
in different countries varies considerably; while certain .countries have
meintained the degree of liberalisation previously attzined, others have
reimposed restrictionss No common strategy with regard to extermal capital
has in fact come abaut nor does one seem capable of realisation in the neap
future.

The customs union for industrial and allied products is the true living
elemeﬁt in the Community. The considerable balance of payments deficits
which several member couhtries have to face constitute meanwhile a menace
for the free circulation of goods. If the situation is not dealt with ade-
quately, a8 it can only be by a coherent body of appropriate national po-
holes, Community actions and ccoperative measures throughout the western:.
world (including Japan); there is a serious danger of seeing cne country
or ancther mstore impori restricttons or have recourse 1o other measures

borrowed from the protectionist armoury.

2s The reasone for the failure

‘The Group considers that the causes of this failure can be traced back to
three principsl'ones: unfavourable events, a lack of political will, and
insufficient understanding in the past’ of the medring of an E.M.U. and the
conditions which must be fulfilled if it is to see the light of day and be-
come operational, ’ . '

The unfavourable events are the imternational monetary crisis which has shaken
the western world since the end of the Sixties, together with the financial

crisis brought about By the sharp rise in oil prices in 1973. These profound

disturbances had not been foreseen when the decision to crezte a Europesan
E.M.Us was takene They were not foreseemble, at least as regards the form
which they took and the moment at which they cccurred.

*
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Like all crises, they could have been the ocoasion of progress, by provo-
king a crystellization of latent wills, Great things are almost alwaya done
in crisese. Those of recent years could have been the occasion for a leap

forward,

Why did they on the contrary cause a step back ? The fact i= that at no

time did the governments really try to face together the difficult circum-
gtancese Their will did not show itself as a Europesn will, but a series

of netional wills more or less unaware of those of the others, each one

doing its best to find its own wey ocut of trouble., Attempts to face up to _
the different crises through communal action have been timid and short-lived. .

The condequences of this state of affairs have been a,ggrava'ted' by the fact

of the decision in 1969 to create an E.M.U. in the course of the next ten
Years, without any precise idea of -what was being undertaken, At government
level, there was no analysis, even appré:dmative,of the conditions to be
fulfilled, Tt was just as if the govermments had undertaken the enterprise in
the naive belief that it was sufficient t60 decree the formation of a.n EQM.U.
for this %o come about st the end of a few years, without 'gréa.‘t effort nor
difficult and painful economic and political transformations. - ‘

There was insufficient appreciation of the essential difference between
a customs unicn, as defined by the Treaty of Rome, and an Eeconomic and ‘

Monetary Union.

The Customs Union merely supposes that governments glve up, except in excep~
tional circumstances, the use, in the pursuit of their national interests,
of the ivnstmmeﬁts of commercial policy, notably customs duties and quanti-
tative restrictionsj all the other instruments of economic and monetary
policy remain at the disposition of each one ©f them.

In an Economic and Monetary Union, national governments put at the disposal
of the common institutions the use of all the instruments of mometary policy

and of economio poliecy whose action should be exercised for the Commmi.‘ty

as“ r whole, These institutions moreover must have a discretionary power
similar to that which national gbvemmen'ts possess now, in order to be ,
able to meet unexpected events,
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It ie pr@otigally.impossiﬁle.to set Qutrén‘det@il whaththése institutions
wbuli'have.to be or their functioning. Oue nanﬁsayfhowevcrathaﬁ thay would
havo_ﬁo ipcludg a Eufopean political power 7.  an imporbuot Compynity budget,
and an integr@ted systen of central baﬂké,_?hey would be called upon io
funztion in fhc appropriate fields in. a comparable way t? those‘pf_a‘fgderal

State.

Yhat is now Deing gquestiocned is-the- idea which has been the basis for the
pagt 20 years of the views of marny Furopeans, hamcly that a Bufopean political
unity, particularly irn the ecomomic and monetary Tield, wlll come atout in
an alnost imperceptible way. This was the:Furope' of small stens. It is clear
thit-expériencq un 4 -how shows nothing that. supports the validity of this
idea. One may legitimately worder today if what may be required in order o
create the conditions for an esomomic and monetary union is not perhaps on
the contrary a radical and almost instantaneons tranmagformation, coming about
“eerbainly after long discussions, bul giving risc at a procisce point in time

to Turopdan political dnstitutions. .. - - cae A

LwnévzlzﬁoT@t4ﬁa1 and

WHCTE“J%G,‘iﬁ tiew of the ~aove mnalv“is and ﬂivnr the
aconoris clrcum%tljcer nh*ch &3 1st in Turnne toaﬂy, it 31& 1ot S0EN YgePpldic

1o the Grou to 4“¢J up a’ pT"q'Lo“ Ee H.U ‘which would have a sufflclent_

N '
a, -

degres of credihili tv.

3¢ The objective - R -

T1“ Gvouy, w1tbovt uﬁdereqtlnatln“ *be re ults ootalped Pr)m noTe +h1ﬂ t"enty
reoars of coffart to integrote Turupo LcﬁnOﬂlcally, is convinced that furtgbr
progress requires the manifestation of a political wili. This will ia today
uncertain and noeds to show itself and to fortify itaeelf by action. At 2 tinme
vhen Burope finds itscelf confronted with redoutabls dangors, under the nomes
of Mirflatiou', "massive balonre of payments deficits", "unemployment®, the
only rezsonable and possitle way For the menber cowrtries is to face tagether,
and in cooperation with North Arerica ond Japan, these perils, wifhout asking

ton many questions avout longer tern problems.

If in the presence of these grave dangers a minimum of waity and cobepion

cumnt be created it docs not soom vory useful to puraune the discucsion on
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E«MeU, or Ruropean Union. But if on the other hand a common will emerges in
the next yesr o two, concerning concrete, precise and urgent problems,
Furope will find itedf at the end of this short period in a situation

such that the grand designs which have been discussed by the Summits of
recent years might once again seem conceivable, New plané‘cduId then be

drawn up with some chance of realisation.

It is for these reasons that the Group devoted a considerable part of the

time available to it to the analysis of the dangers which threaten not

only Burope but also each of the membgr countries taken on ite own, and

to drawing up a list of actions which should be undertaken to overcome the
dangers and prevent the disappearance of what still remains of Community .

achievement.

" Moreover it considers that the governments should without delay, during

the course of the phase of one or two years mentioned above, tzke a certain
number of decigions whose effect is in the longer term and which weuld
mwease the Cegree of interpenectration o the Community economies, re-
inforce iheir anity in face of the dangers which surround them and bring
nearer the time when the crea,ﬁon of an EuiloUe might be éeriou'sly envisagod.
These decisions concern primarily the abolition of obstacles fb the movement
of goods, services and capitaly the development of financial sblidarity';‘
and the establishment of a Community budget on such a scale that the impor-
tant transfers which the maintenance of EsM.U, will require can toke place .

gl

and be financed out of Commnity taxations
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-and its comsequences much deepery as a result of its mechqnlcdl oi*nc*

URGEYT PROBLE

Threes sources o difficulties menace the Commumity: inflation, unemployment
end balance of payuouts deficits. These threats reveal theyselwvss in a crisis
atmosphere in wich everyone wonders about the siruchural changss required,

thes Puture level of growih and even its naturs,

1. Inflation

et taB L0
The rise in prices has not ceased indreasinﬁ*during the last few years.

Consumer price inflation wes about 3 % a year from 1958 4c 1968, on a weighted
Cammunitj averagei for the years 1959 to 1972 i+ reached B.6 % but was

8.2 % in 1973 and more than 13 % in 1974. This acceleration is partly %o be

%

exrlained by the sxpansionary neasures faks < in tme indusirialised countiies,

which were similarly sxoessive following the minor racession of 1970-183L, Or

the other hand governments and centrsl banks led evpansion take a grip in

1972 and 1273 without taking in time the resirictive measures required ln the

monetary, =3 well as in the fiscal and budgelary fields. In particular zn

-increase in the volume of money in Member states of the gr&er of 9 -9 42

year betwsen the end of 1970 and the end of 19 274 was evicunily incompatihie

with 4he objective of price stability.

Tha price of industrial raw meterials during a periocd of hi gh demand, even of
sporilation, inorsased very rapidly. The Community was parvtly sparad the

rise in the.pri:e of fcod thanis to the Common Agrienltural Polisy. From the

suamer of 1974 the effects of price fmupsrrmss in rew materials on the-general

price level have substantially weakened.

The rise in the price of o¢il, 1ntrad1ag at the end of 1973, was much more brut: -

:)

fhe divsct ifcreased price ol energy accounts for a quar%er or even a third of

alon: .

the increases chaerved in consumsr price levels in 1974,

TP TP

{1) in termes of input - output analysi..
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it the start of 1975, thers was every roason to balieve that the majority of
inflajionary factors, as.well as the pressures on dewsnd and egogenous

fertors sach as the increased cost of raw matarizls and energy; had diszppeared "
but one shculd net overlook the need for sufficient {ime to elapse for thepe
effects to have completely worksd through. The pressure of wage costs however
remained strong althoagh the situation varies greatly from one country to another.
In these circumctances one could exnect = slowing of inflation in most of the
couniries withcut bsing oble to hope that it would be very significant. The rate
of infiation established is foo streaz for behaviour to change from one day to

the next,.

Ocatinuing to finght inflation remains, however, essential in the Commmity.

Tris fight is sometimes made al‘wlcult by the complexity of ihose situation in .
the Member states and their very different positions inclusding in industrial .
relzticns, In effect, some countries such as Cermany which had applied the brakss
sufficlently e&rly during the evpansionary phase possess an advantage with respect
to the price stability objective. Nevertheless, it is presently a matter of simul--
taneously fighting inflationary pressures, through % different degrces, and
against a too marked slowing down im the economic activity accémpanied by growing

unemployment.

de L Eﬁnw,‘

A% the end of 1974, the Community had about three and a half million unemployeds
when reletcd 4o the active population this represents a rate of 3.3 %, a figure
never before aivtained sinece the erestion of the Community, In some countries

the proportion sf unemployed in the working population has at that time exceeded

5 ¢ (in Italy) and even reached 8 % (in Irelani) while other countries experience~
ice, Jermany and the United

e

a problem on a smaller scale i.e. 3 to 4 4 {in Frax
Kingdom).(1) _ ;
In rormal times without doubt such a solution would call for restimulating the
economies by aggregite demand measures, In the actusl sitnation this evaluztion
mis% however be tempered, Stimulation must have more ‘emphasize on investments and
should be more prozosunced in the countries with a balance of payments surplus.

The defioit countries should take the necessary meazures to adapt their production.
struetre to the now demands of the oil producing countries.

Ca ] Ac ﬂ"urng to the forecasts made by the services of the Commicszion for 1975 &
(3nnua7 avera¢°), thewe will be a slow decrease in the total Lnemp7¢gmewt
rate in relaticn 10 the position in Decemver 1974 (Ireland 7,5%, ~ﬁaly 3,9 %
and the other countries arcund 3%).

15/ 140 20/10/2014
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Otherwise, it should be emphusizéd that at the prcsént gtage, unemplcynent

in part can be expleined by structural phonomena, Changes in the production

equipment have bacome inevitable principally in order to respond to the
new structure of demend induoeced by the.différant hierarchv‘a* prices (par-
ticularly by the increame iﬁ petroleum prices) and hy chenges in the world
distribation of wea]th Teking into account the fr*cflors, the protable res ult,
during the next few years will be a slower growth and 2 higher and longer

ERN

lazting structural unemrloyment. An active labour market policy will therefcore

become that much more significant, including occupational retraining sssiztance

for workers togevher, eventually, with cppropriate changes in the wage structure.

gy a4

Such actiona vould also tend to increase the flexibility of the economies with

regpect 4o restruotnrlng requircments.

3. Beionne of Poyments DPicits

(SR

The roturn to satisfactory equilibrium in the turrent balence of peyments
and that in an orderly meanusr, is rightly the vital question For the pre~

servation of the Community.

The massive transfer of liguidity to the oil producing countries has wshaken
the Lragile struciure of the international monetary system znd chonged the

geogzophio distribution of financisl resources,

Tne deteriofation of the terms of trade to the benefit of the cil producing
cotntrins implies that the Community should »nrogrensively relzere the interzal

resscirces regquired to compensaie for this deterioration by =dditional cxporis

In fazs, the oil profucing countries are not in a positicn to immediately
tran=forn all their adululonal gains into more imports. For several years they
will huve a nou-abserbhed surplus, pari of which wiil fipd i%s ecwivelent in

the present Commuity def1c;ts.

In 1974, the extornal deficit of goed asd services of the Commmity reeched about
$ 13,000 mitlizn %o 3'14,000 million. If cne czn hope for a prosressive dimi-
nuticn it will not be before some years have passed that an equilibrium position

will te found. From row until 1978 the nccumuizied debt of the Cormunity conld

$W!/¢BI
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clearly exneed ¥ 50,0C0 million and even reach § 100,000 million <l). This
phenomenon is more worrying given the very different situations between one
member country and another, from a considerable surplus for(about 14 miliion
dollars} Cermany %o a very noticerble deficit for Italy (sheut 11 billion), .
the U.K. (about 13 billion) and France (about 5 billion). Tuese countrics
alnne have thue registered a deficit in the order of § 29,000 millioa in

1974 (2)

X

In thes» ciroumstances, thore is a danger that countries cxperiencing the
i3
greatest difficulty might be temptcd to adopt restriciive commercial measuresz

or bz forced to competitive depreciations creating & chaotic situation in the

erchange marksts and causing a crisis of the customs union.

Ons of ths problems which Furope must try 4o avoid is the ereation of
excessing fersions bevreen couniries with surpluses and those with deficits
in their Surrent balance of pzyments. In some cases setting up Gohersnt ' :

o
and ordcr Tineacing schomes would seem inevitable. These problems cannot be
gelved within the Comaunity alone, but in the wider context including The
strategy adopted by the three groups of countries concerneds the principal

petrcleum producers, industrialised countries and, devel sping countrias.

. T R .
- {1} Source: Report-to-the Ccuncil and the Commission on the Commumity's

gconomic situation and medium~derm outleck, doeument by the Europoan

" Communities (Feopexic Folicy Commilttes) no 11/562/54 of 18 Decemier 1974, .
p. 30 and I»llowing pages, espaciaily pp. 50-53. The figures caloulated
in that sourse refer %o the yeor 1978, ‘ : .

@

(2) .estimates of the services of +the Commission.

3]
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IIT. A SHORT-TERM PROCRAMIE -

A number of the formulated rCGOﬂnendatlons -ara stlll dlrected to
national governnents. In effect, cxoept for oommerclal matters, Europu
has not ¢ chzeved sufficient integration of ecpnomlc policies to be able
to talk of a common economit polioy. Nevgrtneloss, the r8le of the
‘Gonmun1t¢ and its institutions could be decisive., First of all by assu-
ring the necessnry coherence’ of nutional nolch, followed by the initiation
of various actions, the effectiveness of which.requires %that they be conducted
at a Buronean level. To this effect ths group progogas the crea‘tlon or the
develonnent Speclf10111y of Comrmunity instruments.

This short term programme forms a complete wholet sach part only has = real
meaning in relation to the whole. It would therefors not be sensibdle to

treat somelelements'separately.'Ihe application of the oropesals can vary from
one country to another. ' ' | ' A

A. The roneral llnes

,__,____....

It is importont to encoursge mrodustive investment in such & way as to
facilitate industrial restructuring, to develop new spurces of CNETEY, and
to 1norease, in gcnarzl productlve eapacity to meet an increase in eyternal

demand.

Fiscal measures w111 bc neeesoary in certain couniries but abovc all, it is

. important that the raete of profit in real terms ceases to decllqe and pro-
gr0381ve1y re-egtmbllshes itzelf at a level adequate to cover the real rate

- of interest =and the investment risk. This is the conditicn for enternrizes
to be abls $o finance and willing to undnrtuke the 1nvastnents whlch will be

nacessary in the next few years.

Too fast an increase in wages and sclaries could comprouise this ébjepffve
and lead inewitably to an imcrcase in‘unemployment. In these conditionms,

- it is ncessary that during 1975 real incomes per head (including social
security benefits) increase more slowly than inoreases in productivity and even
"in’ certain cases that thoy should be kept at their prosent level, to take
account of the losses in the terms of trade due in particular to the rise
in oil prices.

oai/to-
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Thig result cannot bz obtained unless the governnents and the soeial partaers

attempt to conduct their disoussions in real'terﬁs. ne way to resolve this

situation would be to index salaries, 1egully or in fact, to the coat of 11v1nv. -
Nevertheless, indexation is not in itsell a mpuns of -combatting inflation.

It must be accomponied by restrictive eoononic and monetary policies. In any 4
case the indexation scheme ghould exclﬁde that part of the cost increase which

is caused by the increase in indirect taxes and the rise in import prices.

If the fight against inflation is; successful, purchasing power having been

maintained by the indexation claunses, tho salary and wage earners could be

content with lower real wage increases, It would no longer be justified to wish

to anticipate the inflation rate in wage bargaining. On the other hand indexation
could prove to be injurious if it leads to increases in real wapes and salaries

which exceed the pyoductivit& gains. It would result in unemployment, as in the il'
case where, with collective agreements without indexation, the anticipated rate

of inflntion~exceeds that of the realised rate. ‘

To ensure an equitable division of sacrifices, a modificatioﬁ in the diztribution

of income must be sought through the use of fiseal ameasures, eicep% in the countries

where direct taxes are slready high or even excessive. This division couldl be achie-

‘ved for example by lncrea51ng the burdens on the incomes ‘and’ capltu] gains of the

well-off or.by tackllng ‘the problem of tax evasion.

The counterpart to this socizl pact must be an increase in the allowances to
wage—-earners in the case of.unemploymeﬁt,_where?cr thesa aliowances are fixed

at too low a lovel, and iﬁﬁréased efforts to improve occupationel training and
facilitate employment adaptétion. : '

At a nmoment whén inflation through demand a:id 1mpor'ted inflation are 00n31der-wb1y C
weakened or have disappeared, such a policy should lead to a reduction in inflation
rates. The resiriotive actions of governments and central banks could be grnduzlly
abandoned, thus hastening tue rev1v11 of economic act1v1ty. It wotld be necessary

however to take account of the fact that in some membér states, 1n1er%al rlgidltles

svefees

2]
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could endanger 2 decclermtlon of prices and an adJustment of behaviour to a

‘situation of greater price stablllty

= Promotlng Finan01a1.Sav1ngg

The zscceleration of inflation has caused a continued decline in the gapital

-markets which has, in particular, been reflected in a shortening of lending

periods and, after, by negative real interest rates despite the sometimes

congiderable increase in nominal rates.

Tn almost all countrles, this development has led to a flight into real

assets, purchases of bulldlngs, gold, etc.

In these conditions it geems appropriate to resort to the experiment of -
issuing indexed publiec loans and to encourage similar action by the private
sector. Such action could raise problems in many areas including that of

taxation but nevertheless it implies the following advantages:

w It would'put zn end to the uncertainty which at the moment plagues the na-
tional and internntional capital marksts, notably through the 1engthen1ng
cof maturity dates.

- Provided that an offective stabilisabion policy is conducted during the
next féwaears, the public authorities could borrow on"significantly more

advantageous terms.

- The private sector‘wouid_be protééted ageinst a cfiéis_of overindebted-
ness. In the abscnce of indexation in as far as commitments could be undér—
taken in a period of inflation&at‘relatiVely highg nominal rates of interésf,
the progressiverrenlisation of greater stability of prices would mesn an
equivalent rise in.real -interest rates. On the contrary indexation clauses

would stabilize real interest rates by adjusting nominal rates downwards.

: . ses/ena
. - " oy . .
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Certazinly, indexntion does not constitute the only way- of sfimulatiﬁg long=-tera
savings of private houscholds, It could be useful to earmark a part of the -

profits for wage and salary earners in the form of distribution of shares

W

reserved for employees. In certain countries such a policy would help union
understanding of necessary salary adjustments and would constitute the begimning

of wider gapital ownership.in countries where it does not yebt exist.

3+ Regional policy
Actions caloulated to reduce inflation and to increase employment c¢annot
successfully be undertaken in the absence of adequate regional and structural

neasures.,

Regional disparities in the Community, in effect, have remained significant il'
even though they have been slightly reduced during recent years in some

Member States. As an indication, the gaps between the richest and noorest

regions in tho Community have remained in the order of 1 3o 5 in terms of

per capital income or value added. In some regions it is the rate of wunemploy-

ment and undér-employment which eonstitute the main prsocoupation, the Nezzo-

giorno and Ireland oxperiencing the most severe problems, Theze disparities

constitute a permanent constraint on macro-cconomic regulation policy.

The reasons explaining the growth of indusirial concentration are many. Thus,
in the backward regions the faoctor inoomes are too high in relations to the
level of 'ﬁrodﬁctivitj. Conseqw ntly, the profitability of 1nvestment and ‘thorefore,

the attroctiveness of these regzons for potential 1nvestors, suffer.

Other reasons lie in the dlsadvantages these reglons.suffer in the field of ﬁii
infrast:ﬁcturé of inherent agricultural conditions and where there is a need

for substituting neﬁ iﬁdusfries for'dgclinﬁng induétries. Finally, the Member

States wheré the regional problems ére most serious find themselves handicapped

when undertaking actions having regional effects which would contribute to th
reostiblishment of balanced structures. Such is the case for social security

payments and faecilities for ocoupational training,

@

corSuoen
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All these reasons, which are reflected in the actual regional structure,
have led to a concentratlon of wealth to the detrlment of cert ain perl—

pheral regions,

The need for a large scale regionzl policy a2t the Community level is, there-
fore, urgent. This policy must be conceived as more than a Regional Develop-
ment Pund, as a package of incentives modulating market mechanisms, parti-
cularly, those,in the capital-markets in order to permit desirable capital
movenents. for this purpose particnlar importance would have to be acoorded to
the activities of the Buropean Investaent Bank. Without going into detail,
the group considers it important that this Bank's range of manoeuvre should

be enlarged especially with respect to interest rates'assisténce.

e group takes note of the efforts mude to achleve better coordlnatlon of

‘Community instruments - (tronsfers of "orientations™ funds from FTDGﬁ to the Buropean
Regional Development Fund and thoe narrower Inison between this latter fund and the
Turopean Investment Bank) - and of the importance that the project to ¢stablish

the Fund gives fo the creation of regional development programmes. The establish-
ment of these plans must be effected rapidly in order that a list of community

priorities for planned action iz guaranteed,

It is alsc clear that certain differences in relative factor incdmes will remain
as long 58 produdtivity in backword regions remains below that in the more

favoured onos.

In general it should be.indicated that the range of recomaended instruments
in Chapter IV is inspived, amongst cther things, by the wish that regional

aspects should be taken into consideration.

Ao Particination of the Sccial Partners ;gkthe‘&asﬁgg;qﬁ Community Policy

The proposed measures require the support of social partners. The essential

part of the dialogue would have to talte place within each of the member
countries, Nevertheless, in order fo promote convergence of political approaches
and so that social partners better appreciate the partnership characteristic

of the enterprise and learn from the emperiences of other countries,

22/140 20/10/2014
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This consultation should guaraniee in a limited framework a regular exchange

of views on Communltj economic policy.

Participants in this consultztlon could be

- the Presidents or gesneral secrctaries of central trade union organisations.
The éecretary of the Buropean Trads Union Confederaticn would be an ex officio
members

- the presidents of central Employers' Associations of Member States. The
président of UNICE would be of right a member if he is not already qualified

ags a president of a national organisatioﬁ.

Public authorities would be represented by the Commission which would kaep

' nationzl CGovernments regularly informed.

As regar&;pracedural gquestions an imppftant-task devolves upon the Commission

which could : '

- provide for the organisation of regular meetings - if possible at least onee
each quarter of a yezy

« provide the secretariat,

~ guide discussions by means of its President or its Member in charge of .

economic affairs.

In order to create a2 clinate of confidence all .cambersone formality should

be avoided, for example, official minutes, press releases, eic....

It is essential, however, to-assure rapid and flexible circulation of .

informaticn between delegates and their respective. orgonisations,

- T e T
ohefawe
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Jinarceial and monetary problems

Burope ' flnlnvlal znd ﬂonetary aroblems, canszed by the energy crisis,

require to be conmids red in the wider context of the changeg in the inter-
naticnal finoncizl sysicm. The member states of the Community have idéﬁ%ifiable
interests in comnon which can only be affectively protected if therc is olose

cogperation between them,

It is proposed that this cooneratlon should be based on (i) guide-lines for
Baropean internal aud uxtprnal monetary policies, supported ny (ii) the
creation of an Trvhange Stabilisation Fund (ESF) and (iii) the indsroduction

of a new Furopsan unii of accouat.

’1 A community system for inmternal and exte nal mor etary pOlT”lQS

ks v e mi e = — -

It iz a well established tradition to treat ewchange raltes and money supply
as meparable peolicy imstruments. It is a traditicn thot contributed to the

creation of the indra-¥uropean exchenge rate sysiem know: as the suszke. The

-machanism for narrower intra~Community margins of exchange-rate variaticus

was launched without being supported by a minimum set of commitments for

maragement of money supply and other domastic policies.

There has been a tendency to undersstimate the effect or exchange rate policy
on domestic monetary management. If the monetary suthorities enter the boad

market o supnort ths price of government sscurities, additional money is

“creatod.  The same happens if the central benk en*ors the fureign exchange

narket to buy foreiga currenoy to maintain a predefermined level of axoliange

rate. Short of a fully flexible exchange rate system an underlying relation-

ship between internal and external national monetzry pojiv;es is thus establiched.
This simple fact shonld not be overlociked in any proposal for more stable intra-
Buropean exchange rais relationesips, in intra-Community exchange raie cooperaiion
eads th be cembined with a program for ccoperzulon cn domestic mouetary policics.
Although changes in fthe monsy supnly are in principle subject to contrci of
monziary authorities they are of course largely influenced by otner economic and

political decisions.

ooe/uoo
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A consistent national monetary policy is one in which the domestic monebary
operations {open-markat operations, rediscounting, or changing rescrve ro-
ouirements ) and external monctary operations_(buying or seliing spot foreign
axcharge, or itaking positions in forward currency markets to influence private -
capital flows) support rather than oppoge each other in their effects on the

naticnal monztary base. ‘ . i

This would imply, firstly, that tha interventions in exchange markeis of any
one cousatry ought %o bave a significant impact on that country's monetary base.
Secondly, symeirizsal operalions by surplus and deficit countries would assure

an appropriate mcvement in the monetary base for the Commuiity as a whole (1).

Tae long run stability of exchange rates would depend mairly on %hé compa-
1i ‘nhty of the rates of expsnsion of the domestic monetary base and the inflation
Letween the different countries. .
In evalunating exchange fate policyr there is a need for applying the.concept of ‘.!
a poedium-term norm for the effective eoxchange rate of member couniries. This
norm would, in analogy with the similar concept developed by the International
Monztary Mund,be an estimate of the atructw,e of effective exchange rates consistent
with the eollectively agreed current balances of payments. For this purpose‘it is
necessary to have periodically a critics) review at the Community level of the
balance~of-payments prospects of the member countries over the medium term, e.g.
3 to § years, assuming no major changes in exchangs rates and levels of demand
corraesponding approximately to what individnal countries are aiming at over the
medinm t@rm. It is important to underline tha,t the aporoach should be d1sagg:cegatpd

by countries rather than aim at some average for the Community.

Lt

(1) The medium term projsaiions of real gfoﬂ“ national product growth raiss together
with espected or projected inflation rates will approximate the long=run targei
rate of menestary expansion to be chosen g

7
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o é. §§i§rhai'ﬁ6ﬁr6w{ng and an Exchange S3tabilization

' Fund”fﬁf-théECommunify;

‘The financial counierpart to the very large currsnt
.account imbalances in 1974-~T5 is rapid growih in the
aggregate indebtedness of the Community and of some

of ite members in 'pardicular. The "recycling" of the
surplus of %he oil exporters has so far proceeded

.. more smoothly than one could rexpect, though it has
tended Yo take shorter-term form than desirab}e and

. to bypass some mewber countries entirely.

There was however a growing recégnition in the
‘Compmmnity that the situation had become too risky,
‘This found expression in the decision of the Coun-
31l of Kinisters in Cctober 1974 %5 authorize the
‘_raising_qf a:Joint Lean of up to g 3 pillion
-(including interest Qharges); the beginnings of a
“machinery o mobilize the joint credifworthiness
of the Commnity are now in rlace. The lending
‘capacivy of the TMF 01l Facility is being substan-
tially enlarged in.1975; however, many of these
- loans will go to developing countries. Momt
recently, a Fund has been agreed upon in the
franéwork of the QECE to serve a3 a safety netd

for industrialized cpuntries.(l .
!

—r—

(lj When the Group Tirst considemi the problem

¢f recycling in %to early 1974 1t moved in the
direction of proposing a large scale balance
of payments support mechanism for the Conraniltyas
fhough the availability of loans through the

: ihree fagilitiep mentioned in the previocus paras
und the oriteria by which they will be given
are not yet clear, there is now some hope that

- pedium-term, i.es 5 to T years, finance can be

nade availabls to member countries.
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" From a Community viewpoint it is doubtful, however,

whether these .initiatives go far enoughe The stakes
are partlcularly hlgh for memboer countrles' the
achievements of the past 17 years in creating a
Common Markot 1n both 1ndustr1°1 and agricultural
goods are endangered a8 long as the present extreme
vulﬁerability of éeﬁeral member economies persists,
The Community has aimé méfé far-reaching thon Xave the
industrial countries as a whole for coordinating eco=
norio policiesf‘and it conbobt allow present centri-
fﬁgﬁl tendencies in exchange rates to aggravate di-
vergencies in inflation rates. The total available
should be very large and the Group wishes to underline
two cqufsgs of action to strengbhen the Community

clement in internstional fimancial solidarity.

The first is an enlarzement of the authority to raise

Joint Loans. The present oeiling should be effectively

‘doubled in 1975, so that the mechanism would become

an effective second line ef defeng-: after a member has
drawn on theé 0il Facility, but befors it has to address

'itself.to the lender of last resort in the OECD Fund.
It would also be ugeful to have authority do raise
loans prior %o the recepiion of a request from a member

country. This could be achieved by giving the appro-
priéte anthority to the European Monetary Cooperation
Pund (MICF), It should be comsidered to issue loans in
Buropas as defined helow,.

The zocond course of sction to which the Gpoup attaches
the greatest importance is to enlarge radically the
short-term support facilities among members through

an Exchange Stabilization Munds One area in which

fhe Community hﬁs_aima more far-reaching and well
defined than those of the whole group of industrialized

‘countrles is exshan&e rate policy. It would be intole=

rable if 1ntra-Communlty exchenge rate relationships
were 1o be pushed around by massive: fla@s of funds in
and out of individual member countries. (1)

(1) Such flows might arise from shifis in the mraforennesn

2717140
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There are support mechanlsms 1n place already bhetween the
 Central Banks of the Gommunltyg The very short—term finan-

, .+ .cing agreement cont1nues to operate within the so-called
"mini-snake's Thls arrangement iz inadequate in present
circumstances prlmarlly beoause it leaves out four mem—
ber currencies. The short—%erm monetary support agreement
which is managed by the-EHCF, has a wider range of appli-
cation but its procedures have proved toc cumbersome to
ensure rapid and sﬁcceésful operation. The Group suggesis
that it is an urgent task for the Community to explore
the condltlonn for removing these inadsquacies and fit
K L Community. cooperatlon in the area of short-tern capital

flows and pressures on the exchanges into the emerging

framework of closer medlum—term financial solidarity

inside the Community as well as in broader groupings.

' o . The proposed Fund is deszgned to tide merbers over the
first shocks of flnan01u1 crisesy if the ocsuses of cri-
gis do not reverse themselves within a brief periocd, the
coutry will have toyaddreés ifself to the medium-term

facllities.

The Group envisaged theWund to operate in the following
way! resources would be made available by member countries
.in their own currencies (1)s The total available would

: be very large, say.of the order of § 10 billion to start
withs it would need to be increased in the face of growing/
gtocks of .potentially volatile claims, Yet the volume of
meney committed over time by the Fund should not be Iérge,
because it would not opérate against any longer—term

- trends in exehinge markets and because i1t will be

feunded within a short periods '/

Footnote cont. : O between ome or more of these and the dollar; but they
o might also, in the presert nervous state of exchange mar-
. . - kets, arise from sudden - real or apparent — changes in
; tw.wititv . . the policies or political problems of a member country.
it .. - . . . The impaot of such flows.would be as damaging for the
: L _stronger Conmunlty currencies which might appreciate 1o
levels out of touch w1th the medium~term outlook for thei:
current (or basic) balance, as for the weaker ones which
would depreciate to an extent that could effectively des—
troy their hopes of comtaining inflation,

(1) In proportion to an agreed pattern such as that used
for dividing the guarontees for the Joint Lown, 1eca
Germany, UK. and France 22,02%, Ttaly 14, 68%, ELEU and
the Netherlands 7,34%, Denvark 3.30% and Ireland 1,28%
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Experienceslwith interventions in the "snalke! suggest
thét abtual_amounts can be small, even in periods of
apparent crises,(l). The contributions of members to
the Fund and .setflements would be denominated in the
new E.BE.Ce unit of account recently proposed by +the
Commission as démrihed in the following section.

The Fund would intervene in Community currencies and,
presumebly, in dollara to coordinate the roles of the
eight Communiiy central banks, It would arrange swap

facilities with other financjal centres, primarily

. New York; such arrangements would alsc be set up with

other financial centres such as Zilrich and Tokyo and
possibly an emerging Middle Fast financial centre. in
this way the Fund would supplement its stock of iter-
nationally wssktd e assets, If member countries® contri-

. butions were limited, the Fund would need additional

ways of‘gupplementing its resources through short-
term borrowing in markets inside or outside the Com-
mmity; otherwise Depdaiohmprihs and other useable inter-

‘national assets would become scarce. This situation could

be relieved through euthority o the Fund to issue short-
term papefs or by giving it access to draw temporarily

on the proceeds'of'the Joint Leoan.

The Fund would be guided in its interventions to stabi-

lize intra~Commmnity exchange rates by two cttteria :
(1) daily fictuetions would in general be limited to
some low figure; the change in any cross rate would nor-

"mally bé constrained to, say, one half per cent from

the closing ratefoﬁuﬁﬁe previous business day. Such

. L ¥ :
(1) The véry existence of the ESF would bc a considerable
' factor inspiring confidenece and stability. It is
therefore suggested that the amounts actually re-
.. quired for the Funds's operations would be in in-
. verse profortion 40 what would be nominally available.

29/ 140
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interventions, underisken in Commuzltv chirrencies
(or, if more practical, in doilars) weald check shord

ryn pressures on a curroney ariging out of a =hift

- in the rescrve praferences of large holders, and (2}

weekly and monthly changes would not be allowed to

.cumilate in such a way as to distort the natitern of

intra-Commuinity exchange ratcse

The day-to-day oriterion is the simplest to apply,
indeed, EC central banks Lave been moving towards

the edoption of a similary though more flexitle, sys-
tem for dellar imberventicon,The usefulness of the
seconc criterion is more cpem to guestlon, since it
hinzes on the somevwhat imprecise corncen’ of a normal
or desired intra-Community paitera »f exzchanze ratese
In practice sdmé rales of thunb for evalnating maximen
diﬁergenae need to be developnd in analogy to those
rroposed in the TMF as +he (uidelines for Floating
which formed part of the agreement on international
monei:c.rﬁr reform in 1974, Cne such rule might be that
the €LffcrenJu botween inflation rates in two member
economies cror Some past per:od would normally set an
uppsr limit %o the change in the cross rate of ihe

two currencies.(1i).

The precise procedures by'wblzg the Fund would operate
should notoheemade public; thet would make easy gains
for speculators, But to give more guidance t¢ markets
he

possit

ot
%

1y the range for the norm ghould be made pubiics

o s e v et

(1) Such a rule would tend %o underline the role of
exchange rate chenges o a gecond line of Azfrge
and limit recently observeble tendencies for some

rates to change by much more tlan dlfierences in
1LI1at10n would warrmn+
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Tiae benefits of geliting up the Exchange Stabilization

Fmd would be several in Additicn to grafer viability in
exchange markets. It would foster a more positive atiitude
to the liberalization of capital movements, for a long time
considered an essential ingredient of European integrafiona
It would alse foster and reinforze closer coerdingtiion of
monetary policy along the lines mentioned in the preovious
sactions It is obvious, however, that the Fund is in no

way intended to diminish the need for member countries to

take measuree of real aljustment in the medium term. The

short—-term nature of the Pund's operations must be under—
linedy the maturities involved in repayment of credit ex—
tended through the Fund's operations would have to be long
enough to permit funding through the INF 0il Facility, the EF
Joint Iwan or, the 0ECD Fund, if the short#erm pressures that
made the Exchange Siadbilization Mund intervenc have not

baen revsreed in the meantime.

¥rom an institutional viewpoint the twe steps propeosed -

the extencion of the Joint Loan and the estabiishment of the
Exchange Stabilization fund - arve not radicals In the firet
case @ Oecision by the Council of Ministers, followed by
what has proved to be rather quick ratification by members;
Would suffices In the second czse, operations.may be carried
out by the Buropean Honetary Cooperation Fund which has ex-
izted for the rast two jyears, though wiﬁhogt angy substan—
tive operational funtionss The rules of operati&%s suggested
for the present Fund are such that they could be carried out
by an indepzndsnt agency on the basis of clear guidsnce from
& commitice composed of national monetary authoritiespulti-
mately the Ccuncil, Thiz may imply that the present struciure
of the European Honetary Cooperabion Fund may.nct be ade~
quate to the task (1),

As to the conditions to be attached to the support gven through
the Fund the necessary discipline largely imposes itscell with
maturities as short as those here envisaged. Either the counw-
try whose carrency has been supported by the Fund has to repay
in a short time or it has to fund the debt on the conditions ?
fmmesed by the medium-term facility to which it tokes re-
conrses Piscipline im reinforced by the commitment to com—
mon guidelines for exchange rates ar® fr internal monetary

policy,

{1} Phe Group did not have time to discuss this question in
denth. Oue woseibility appears in the contribution made
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3+ A Furopean unit of account and official means of scttlement

The development of a strategy for internal and external

mbnétary policics and an Exchange Stabilization Fund would

be greatlﬁ facilitated by the emergence of an aunthorized

Furopean unit of account.

. A decisive facto} is the choice among possible types of de-

finitions for a European currency unite Defining the new unit

in terms of a basket of Buropean currencies in some agreed

rztio to one another offers the best prospecis in this
respects At the initial stage the choice for a Furopean

ocurrency unit defined in terms of a basket of national

. currenciss may for technical reasons and simplicity be

restricted to the go—called fixed basket formula in order

ﬂ-to serve the purpose of an official means of settlement,

The fized backet has alresdy been applied in the new de=-
finition of the SDR after longthy international negociations.

- It is also the mefhod chosen for a Baropean Unit of account wh
- which the Commiss;on has reoently propogsed for the
:_operatlons 05 the Buropezn Development Fund and the
: EMropean TInvestment ‘Bank (1), In the opirion of the Group
Jhe creation of a Unit of ackount in this form is a con-

slderable sﬁep forward from the 0ld practices but the

Group feels that its use should be extended for transace

tions of the EMCF also which is not foreseen in the Com—

. ... mission's current proposals.

Based on the sum of a fixed mumber of units of national
currencies this formuls is essentially an instrument for sp

spreading éxchenge risks. In conbragt to the present si-

tuation where the whole ¢of the exchange risk is carried
;bj the debtor country its use in the EMCF as a unit of

account and means of official settlement would of course

imply the sharing of ‘exchenge: risks.

The confidence in this unit as spmpardditotihecennbiidenit
national currencies as well as vis-d-vis outside currencies
will of course depend on the relative strength of the
currencies in the basket, Witﬁ & combination of weaker
and stronger currencies, the fixed basket Buropean cur-
rency unit would, however, depreciate over time against

the strongest currencies, while appreciating against the
L¥E J
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v;ee_\ker ones. Interest rate dif‘f'erence_s on holdings in
the Duropean unit as against holdings of national
currencies might help to compensate for the difference

in currency value expectations.

For use in file operations of the Exchange Stabilization
“Pund for intra-Commnity exchange rate stabilization,
each country would deliver a -quantity of tim owm currcn-
oy in exchaﬁge for the corresponding amount of the new

Earopean unit of account..

The introduction of this Furopean unit initially as a

reserve medium end fficial settlement eurrency implies of .
course that its intermstional liquidity creating function Q
should be kept under strict comtrol. It should nct become

an instmment‘for nncontroled inoreases in reserves, Such

g basket of Eﬁropoan currencies doés raise techmicel dif-
ficulties, These Aifficulties for the new Buropean unit

of account as a mimeraire, however, 4o not differ from any

other currency rumercire in a world of gomeralized floating,

On the contrary, as an.average of the béSice'ﬁ it will have

a more stable value in terms of most other currencies in

the basket than the individual cross ratos.

Over and above this the Group has concemned itself with
the possibilities .of developing thié"un“irt"igf aconnhtin .
to a European parallel currency, thé Europa, the use of
_ wh:l.ch would extend progressively in the mé.fket, in par-
' _ticular via denominating loens ‘oh the Turopean capital
merket, To this end it would be necessary to meke it o
loast é;s‘strqng as the strongest currenocy in the basket
by mezns of periodio reviéions, Bay Sunge & &ear, of
the weights attached to each national eurrency in the

Sl sl baskets .
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IV ~ PIRST STEPS TOWARDS ECOHOMIC AND MONETARY UNION

. The short term programme is not witlout ambition, but it should not
~ be thé only one to Teqiire the attention of the governments, Without wai-
ting for the complete fulTilment of $his'programme it is cssential that its
implcﬁontation be accompanied by some of the measures already being under-
tekensy furthermore it will be necessary to consider other measures in the
long term. To this end, it would be useful to specify the conditions for

e, economic and monetary unionm. -

1. The conditions for an economic and monetary union

Without being sble to make a comlete description, existing unions as

mentioned below are characterized by most of the following features @
- large parts of the population having a feeling of belonging to a union;

'— on the basis of this social consensus, these unions possess-a decisicn
making centre in which the three classic powsrs are repredented : legislative,
executive and judiciary. In addition this decision making centre 1s zble
to react rapidly to changing situations and distinguish between the interest

of the union’ and the sum of the componient intereotss

-a 51ngle central bank ‘or centrallsed federql bﬂnk system responsible for

the management of the sole currency,
-~ free 01rculat10n of 1nd1v1duals, goodsn services and capltal

- central au+hor1t1es w1th a relatlvely 1mportant budget (Federal Germany :
" the proportion of "Bund" in the GNP, 13%; Canada § proportion.of:.
federal expenditures in the (NP -16-33 of QNP)g - -

- the existerice of centralised fiscal ‘and social security systems ensuring
a certain degree of redistribution, including & redistribution between

the regions}

~ & very high degres »f npermess between the'regions, in other.words, for
sach region, the share of external trade in its production-is very highj
- the ownership of the capital of éntérpriées is widely diétriﬁuied-ﬂﬁfuughu

cut the Union’s territorye.

P ' e’a&/-o.’:_
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These criteria have the common characteristic of ifnplying a'high ‘ -
degree of political and economic interdependence of the regions and,
what is important with respect to the aim of economic and monetary wnion, e
is to establish automatic rchkalancing mechanisms for cases o toofgreat &

differentiation in the economic development,

Nevertheless, it is clear that economic and monetary unions can
exist with very differet degrees of intepratiofnion. The United States,
Canada, Australia #nd the Federal German Republic are examples with

respect %o ¢
-~ taxation systems; ‘ . ' .
- the budge“t:ary indepéhdence of the administrations of areas below the

national levelj

-~ the access of these aunthorities to capital markets and national finance}
the mumerous differences in the legal framework of society, cultural,

atandard norme, medicine, pharmacgitds, etc.s.

In these unions however there are important sutometic mechahisms
which offfms# fluctuations in economic activity. For example, = £all in

economic activity in a region may "be offaet by ¢

coneiderdle reductions in the imports of the region concermed;

reductions in the payment of dividends %o eutsife. fogions; _ .

— gn increase in direct invesiments to Hie: extent that a supply of excess

labour proved attractive in this respect

an inerease in transfers stemming directly from the ceniral budget or

other systems of cehtralived financing such as

« unemployment allowances
e Tegional policy:transfers
-« budgetary assistance compensating a reduction in regional fiscal reve-

h

nues and vice versa a decrease in the contributions to the same systems.

It is obvious that such conditions carnot be estzbliched within a

period of five yoarse In any case it seems clenr that economic and mone-

t,oq/-.t

tary union would requires :
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- norverning the dintrihution of auuHOW by

s a common monetary policyy
. @ common sconomic poliy:

¢ 2 common social policyy

- concerning institutions
s & central communiiy bank or system of central banks responsivles for

the management of a monetary policys

o o decision making cerise responsible for economic and social policies
cand ebie to act by means of a budgel of significant size

« a demooratic sontrol by means of au Buropean Farliament elected by

universal suffrege znd endowed with real lsgislative powers,
waever,'at this stage it appeared to the Group impossiblie and even
ngeless to predict what should be the division of powers necessavy for

the satisfactory operation of an Economic amd m"ﬂﬂuary unicil.

2. The firaht steps.

o

In the course of coming years, the member States will have to face a
mimter of problems which will recuirs solutiecns in a wider contexi than
that of each naticn states. The irdusirial structure shouldl, for example,
ta thorcughly adapted following the amergy corisis, THmwe is noresver the
danger of a fusfher increase in unemployment retes ani a prograszive se-

gregation of capital marketn,

a) Imdusirisl moiicy

It is of pzramount impertance that the Commmnity continues to

develop the potential of the large scale meorket.

[ EFRT-T
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A priority must be given to measurez for Commnity indusiries. To this
end, it is first nescsssary to continue to build a single industrial Prmaies

within the Community by *

- eliminating barricrs, particularly legal; fiscal and of standards, %o the

free clroulation of goods;
— progrersive and effceative derestriction of public coniracis;

~ bringing togethier and establishing co-operation between firms at the

Buropean level.

In any case, such an approach should be accompanied by initiativcs of
the sane orderak” g wilizh the Commnity would fipd ad antageous 4o take
2t the international levcl, not only with réspect to yeclimiimam in exeise
duty, but equally for sother barriers which hinder the development of world

trade,

In addition, in the immediate future, industrial policy should he
devis=d a5 a package of measures which would facilitate the adjustment
of important industrial sectors. Tn thisrzopaetse, it is a question in

particular of promoting investments with the aim of @

- the creation of new sources of energy and the development of more energy

saving measurns;

- the necessary regiructuring of induestries with respect to the new external

demand stemming frop petroleum proturing couniriess

The Grouvp therafore suggests that a new programme of inﬁustmﬁi&rpolicy
et set vp which should ewbody 3 '

- programrres of energy poliny (efe chap. tgbelow)

- technological- and scientific research measures, parﬁicularly with

respect *o adjusiment problems,
The aims of such a programme mizt serve as a backgrovnd for the guidance

of the measures fuken by way of the community budgety the activity of the

Regiorel Fund should in particular be so influenced,
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&) Energy policy

3L

Tnergy policy congthiiuies one of the main areas in which esurcpzan uvaity
will be fozted in the next period and where common sction is shrongiy needed.
Meat FEC countries;except France, adhere to the fntermational Eanergy Agency
constiimied in Paris by the OECD. A% any rate, it scoms iwportant that
here Furopean countrieas speak with one voice, so that it appegrs appro-
priate that activity Ly EEC membérs in it sheuld te owgnnized at the EEC
level and linked wish that of the IR paftners 1ot belonging 1o the Iii.
Similarly for other oil initiatives where EEC members should be involved,
at the interrational level, whether for relaticuns aﬁong ConsunErs Or GOn—
sumars and producers. The FEC should evolve an Europeaﬁ energy aunthority
which should have the powers until now given %o the Buropcan insSitwbions
of coal ani of atomic encergy as well as the adilitional powers to carry

out iis task as outlined below 3
a) stockpiling of energr resources (crude oil, natural gas, coel, uranium)

b} recording ard surveillance on cmergy pricss (%o preserve suitable ra-

3

ations among the different forams of energy end among the various pro-

ueis derived from oil and to foster a unified Furopean opricing sy@%em)

¢) collecting information on imports and experis of oil and oil products
through compulsory registration of imports and crports as well as

all oil procurement arrangements

, savings of energy and on maierials which erbody much energy

i"l:'
L

) development of mew coal preduction, safety devicss, improvements
of working cornditicms in thes TI2

1) supporting exploration of new Tields of o0il and gas also through
apwropriate arrangements of a Earcpean character

g) fostering invesimenis in atomic encrgy plants, in the "uranimm cycle"
in the safety and security devices sciontific and technicel develop-
merits related to them and promoting Turcpean coopsraticn in these arveas
also through Communtty projecis

n) developing common rules on pollution

i)'developing resezrch and exploitation, also through Community projects

of new energy sources and especially of solar saergy and grothermal enersy

i)} promoting common initiatives of the FEC members vis a vis the oil Tro-
duclng countries add forms of cooperation with coal and uranium pro-

ducing countries,
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These actions should be implemented by means of variocus instrumernts 3
svch as credit facilities, subsidies through the FEC budget, Commnity
regulsiions aiming 2% the harmonization of poliicies, recommendations %o

national governments, elcaqe

{3

There is a powerful RKaropean interest here; wvast investments wil) be under-
taken in the ensrgy sector and decisions in this field are tourd to have
ympabiafy political implications which will influence the future shape of
the Commnitys Common poliecies actively pursued with an eye t0 the dis-
tinctive European inierests are required if the welfare of the iwndividual
Buropean Bowminl 4128 countries is not to be relagated to the statue ofi

‘a secondary issue in the internationel bargaining over energy both with

the supsr—powers and with the oll producing nations which liss aheade !

o) Carital merket poiicies

The group attaches the highest importance 1o a repid liberalisation of
capital movements 80 tha't the Commmunity can profit from the advantages of
Eea‘.ng a large ma'rket. In any case this must not prevent an effort towards
free movement of capiizl between rewidents of the Communiiy. Recént events
meke one think that at present it is a strengthening of controls which
presently ocoupy the ¥houghts of govarnments. Suggestions concerning the
ESE and the "Huropa' have the characterisiic of facilitating new actions
in this field in atiempting to meke reguletions currently in force un-
necessarys Direct investments of Commnity rezidents mist be one of the

Tirst categories 4o experience grea’er liberty. _ .

d) The Commnity's budectary policy

Tt is olear thet in the final stage of unity, the Community musb in its
budget fuliil the three traditional functions of every public avthority,
namely : : '

= provision of mhlic goddis _(allocation f‘x_q.nction_);
- stabilisation policy; and » : s

- digtribution policy.

In vieiw of the minute size of the Commumity budget (arcund % per cent of
the Community's GNP in 1973), it is olafn that these functions can only be
taken on progrzssively over a relatively long time-scales Hence for some ’

o4 =

thme yet ther will fall 4o the national budgeth,
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"As-regards the stabilisation function in particular, experience shows
' the 1nadequaoy of mere voluntary co-ordination of national budgetary po-
11C1eug n ordér to take the firet stops towerds z common demand-management
policy, a stricter dlSclpllne'Of ‘covernnents in their budgetary decisions
is thus indispensables In the longer term, this approach mst siress the

develoﬁment of the proper stabilisation function of the Community budgete

Ga the other hand the distribution fuxction of the Community budgoet
could easily be extended from now onmwards, For the immedizte future it
would be a cuestion therefore of this budget comtributing to the dimirution
of the economic disparities within the Community, notably structural and
rogional imbalansess) for it is these disparities which bring about migra-

tion from the less-developed regiong to the highly concentrated regicusg

" resulting in a2 less desirable distribution of the factors of production

andl a slowing dowm in the -improvement of overall Commmnity welfzre.

As regards income, the system of own resources consists. of fidirdéct

“taxes (customs;duties, levies in the field of agriculiure and a .share

cof VAT This. current income is of a neutral of even regressive character,

meastured: in relation 'to individual 1ncome.}‘.0ne should therefore envisage,
for the next few years, the establishment of taxes of & progressive naturse

and ensure that expenditure is.at least of a mewtral characters The intro-

~; wduction of a Community land tax on industrial sites. in highly concentrated

areas (congestion tax) might constitute an important step. (1).-

'Furfhérﬁérﬁ,“if the Commmity Tudget iz to Fuifil progressively the

*fhree funotions of ‘public authorities, it would seem’partieularly helpful
" to' complete the Comminity's taxation powers forthwith by a borrowing powere

" In this respsct the Commmanity loan,should,be;deuelopedtéo‘asftp become a

normal -procedure in ‘budget management, following the example of the ECSC (2}

(1) For longer~term measures the group draws attention to thp ideas de-
elopcd in the "Report on economic 1ntegrqt10n and monetary union',
Brussg.l.s*9 1973y Pe: B3 et mege, oo

(2) Treaty eitablishing the European Coal and Stesl Commmity, art, A4S et 2a¢.
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Such a measure would, moreovery be czlculated to came the progems of

industrial restructuring and the promotion of new mources of .energy. £
Over a longer span it would be unaveoidable to bestow on the Commnity

powers of short and long-term cam;mnity debt management. . =

Over and above these budgetary aspects, the group considers that the
means of redressing imbalances between Community countries should be con-
s'idembly‘ reinforceds It im of the opinion that the inti-oduotﬁ.bn cf &
community system of umemployment benefit would constitute an effective

approachs

e) A pommunity unemployment benefit fund : : !

A gommunity initiative in the unemployment field is pax'tiéﬁ}arly QP
portune, for it will have bemeficisl effects on the cconomy and society as
a whoie. Without waiting for ambitious programmes of generalized harmoni-
sation to become operative, one definite step in this direction might be
to prove before public opinion that ~ommmity solidarity is e realiiy.
Moreover the size of the problems posed at present for the ﬁxembe‘r Stetes

by unemploymen‘t Justify the effort to f ind appropria‘be means at Commzmtj
level to encble the Gonumni‘l-.y to prov:.de a,ssls’cance in this way.

A Gommunity sys‘tem of unemployment henefa.ts could be an effectlve ing-
trument. At the presan‘t stage, the crestion of suoh a :E‘und seéems par’t:.cu-
larly oppor-tune for the following Teasons @ ‘ ' . i

= the opening of markets and the Effets of specialisation and geogra-—
-phical relocation this brings, are often manifested by a frietional
- unemployment which ought to be the responsibility of the Communltys

- the interdependence of the economies is accompanied by a rapid transe
 mission of fluctuations in activity, these fluctuations would be
cushicned for -hhe benaflt of all by the au*torra‘h.-;c compensa‘bory mo—

vemants of such a system. ‘

Certainly it is not possible to rapidly create & oonipletely.j.ntegre.ted fund,

" this would require a harmonisation of mational systems, In any ca_sé," taking =
inte account the scale of the problems posed by unemployment, and which will
contimie to be posed for some years for member states, and with & view %o
progress towards economic and monetary union, the groupiis of the opinion
that 2 temporary solution must be put into effect in the near I\J.'ture_.
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This temporary system (1) would operate in accordsnce with the following

principles 3

-

[

The Community fund womld be an independant administrative body directed
with the participation of the social partners (for example within the
framework of the permsnent Committee on Employment); tho administration,

control and menagement of the Fund will have to be simple and efficiente

Fach unemployed person, registered at the national employment ofiices
would receive ags a firet part of his payment a commnity allowance which
would be clearly visible as suchs Within an initizl period, this al-
location could be fixed at a set amount, for exemple two units of ac-
count per day.

On the baigs of this first part, the national govermments would be free to
adjust at their discretion contributions and allowances paid under their

national systems.

The Fund wonld be fed by a contribution from incoms paid in part by em-
ployees and in port by employers. Those contributions would have to be
clearly designated ag bheing made to this fund,

In o second sYage, one could conceive a system which would constitute a
¥

conmbination of fixed amount and a percentage of the last wange received in

cmployement, with all its possible veriants,

In a third stage, in the more distant future, it wonld be necesszry to

establish o standard fonmunity systenms

Acotion im the field of employment evidently camnot be limited to the uwn-

omployment allowances aspecht alones An indispensible concomitant consisis

in an active employement and occupational training policys In effect it is

necessary to avoid perpetual strmctural imbalances and facilitate both

possibilities of adaptation and occupational retraining and also croazte

employment in backward rezions,

This principle would at the Gommunity level guide the actions taken by the

renewed social fund =8 well those of the rezional policy.

(1) amex I
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COMMUNTTY UNEMPLOY!TNT BENEFTTE SCHEME

The nroblems .

Tae scale of the unemployment problens currently falcing the Member States weprants
an attempt =t Copr'nmrty lavel to fing sult:a.ble ways of n'ov1d1ng assm'ha.nce in
this field, ¥or, by rel:emng the Member States most e.mously a*“f‘eo‘ted by,
) h1gh unemglo;nnen‘b of the bug_getar;r burder such unemplo‘;ment .mel-vs,fur ther nro-
gress could be made towards plac"ing ﬁi'or.é equél emphzsis on the oﬁjecfiveé of!

full. employnent -and orice stability.

In the p%st, some unemwlognent onuld be a:bt lbuté-d difec*:'Ty or iﬁdi‘rec'tly to the
abolition of tariff proieciion. Certam T'eglons, in gb.rtlcu"'a.r those with declinimyp
! ) :mdustrles, h:we been subsequently afzeofed by the need for economic mueg,ma,’rncm
In a.diltlon? the graclual c‘rmgeovef to f‘ oa:tlng exahange ra.'bus, their . 1n'311m't*un-
£or the czleulation of costs =nd their effects on compeuz_t;venass have zZlso besn
rafleotséd in the employnent siructure, However, = Community resnonsibility as
- regards wnemployment has been acknawledged only to a limited, éxferﬂ;, msinl'-' in the
form of assistance.granted by the Social Fund for vocaticnal retralnlng and re-
deployment, The entire cos 'l; of unerzoloymnnt bdbefl‘ts in the strlﬁt sense is berne

b;y en*)lo,,rers and e‘mloyeeu in uCtC)l'l. Member State.

. This s:i_tua:tn on led the Ch'cd,r_:l “_:v*-' to examine msslble ways of Mtroducing
a Coumunity scheme for '(‘Ilem)loyrien't benefits which would be orgmlzeci at Community

level. The aim of such a scheme would be:

= to help 1o reduce structural and regional imbalances through travsfers of incone
. from arcas with low strustural unemployment to areas with high sitructural unempi o

ment.
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-~ to guarantee unesployed persens in the Community o common ninimum level of

benefitss

~ to indroduce immediate regional flexibility making it possible to cone with =

changes in regional develcpments and in the standard of livings
T help to give a visible expression o Community solid ritys

-~ to allow Hember States considerahle freedom to retﬁin“their preseht national
schemes, which differ sharply as regards the institutions managing them, the
level of benefits paid and the way they are financed. ‘

In principle, the system should take the form of a Community fund which &ould
be an independent administrative unit with funds not channelled through the
Community budget, Labour and management representatives(for example, within
the Standing Comnittee on Ehploymant)-would assist in the administration of the
scheme, Generallj spgaking, tha administration, management and comtrol Qf‘the

. fund would have to be simple and efficient.
Present situation

At present, b4 natlonal unemployment benefits schemes are organised. on different
lines and, de:endlng on the courtry, provide for government assistance, cooperation

from labour and management or special unemployment funds.

All countries grant, in addition to benefits for the‘Wholly unenployed,benefits
in respect of short-tlme working resultlng from & reduction in normal wcrklng
hours, w1th the concept of short-tlme work varying in meanlng from one country to

andther.

'l./‘.'

'3

&

|
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Eeﬂefi%s‘are orly paid when certain conditions are met as regards tha length
of employment or insurance during a referenice period pricr to umsdplogmind,

» Senefits

o,

The giriciness of these conditions varies from one country to arci:

o after 2 waiting time of between two znd saren deys excent in Germany,
Belgium, the lletherlands and Dennorktand for 2 linited period of hetween ihree
d

twelve months except in Belgium, France and Demmark 4. Lenefits in France !

(assistance) and Italy are p'ud on a ¥lat-rate bazis, In the othsr counifies,

(33

.
vy
ol

2y are calculated as a percentage of a reference wwge or salary, which is
definad in various ways, with ithe earnings ceilings differing cussiderably.

The percentage in question ranges frum 35 % to 89 4.

In all the couniries, unemployed persocas remain entitled o fa,_mily atlowances
and to sickness insurance benefits in kind (see the comparative ta’alas aconcernil:;
tha social security schemes applicable in the Wember States oi the Community, at

the end o this anne:c,f

T¢.a choice ol soheme

s

.

Given the gifuation descoribed above it is Shviouws thait there are counsiderzble
obetacies to the gradual achievemsnt of a complete harmonizstlion of “olh wnemplor-
ment bhenefiis and the way they are financed. The npurerons diffvrences belween

fhe firancing arrangszments and bvenefits in the varions Member Siates may be

summarized as Follows:

~ the corsiferable gon bebween the highest and loweszt awersze Lenelit:

= the znounts snent by the Member Siates to help financs unemployment benaritsi

- the sharing of the financial burden between workers, employers and she govarnme
As a fivst sted, a comparison should be made of the ways in which unenploymestd
benefits are firanced in ihe various Membar States and aizo of The womdition
goveriing the granting of such benafits, evan fthough this will be a rathsr

long and ezacting tazl,

A trarzitional solution must, however, be found which could be implamented
relatively culckly, which will not come un agains® any zppreciable economic

or —olicial cpposition, which will not compronise the efford made elseuhure

or the potential for wrogress in the future and woioch will not rosuld in

oe-/o-e
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an intelerable budgetary bturden, '
In an initial stage, it would secm more expedient to set up a Community fund
for uremployment benefits financed by a Community contribution from new
ressourcas than to pool, if only partially, the revenus and expenditvre of

the naticnal schemes,

Wt

In a longer-term context, some hermonimation of the social security schemes

and benefits conld be envisagsad, at least as regards their main features,
Very bLriefly, two iypes of scheme could be distinguished:

(a) a preacrdional scheme guaraiuteeing unemployed persons a certain income,

xpreszed as a percentage of their last earningss

o

(b) a fiat-rate achema guaranteeing all unemnloyed persons a minimum level of

benelit. Q
Penafits (for example, %wo units of accouni each day for 300 daye = 600 u.a.
a year wculd be granted to all registered unemploysd persons in the Commumnity.
This Communisy benelit would have %o be seen as an absclute minimum gharanteeing
to all wnemployed piarsons the same Lovel of aseistance,such assistance constituing.
a first tranche of welfare benefits, Couwntries which presentily granﬁ MOTe Zenerous
unemployment benafits wrrld via iho raliimoed studget, add Sor s Cogunesty bragdtl

a supplensentery amount bringing overall compensation to the dssired level.

Unéer the proposed scheme benefits paid ought elearly not to exceed a perzon's

Isgt zarnings.

A

€
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In = second stage, thc scheme could he expanded by comblnlng the flat~rate
scheme with the proporticnal scheme: for exanple, 3 Uea. ner ddy plus 10 %

of last ‘egrnings.’

In &.rrore Gistant thlrd stage, a unlform Communlty scheme W111 hﬂve to be
establlshed. " ‘ ' S

Financlgg.

As regards -the financing of bepefits by a special Commmity fund, .the Group- .
- oconsiders that a levy on employees! wages and salaries is preferable,

for example, to the alloeation of receipts from VAT,

A-direct tax on wages and salaries which is borne partly by empleyees and '
:partly by 'employers and which appears on the wage or salary slp as a dirvect
- contribution teo the Community unemployment benefits fund will be proof of -
Community sclidarity and demonstrate that financial heln is given to the un~

employed.

: The "Working -Group favours-a flat-rate scheme on grounds of azdninistrative
- convenience, and because, in the current situstion and for‘an initial period,
+ it appears to be the most realistic and nrogressive as well as the most operational

_ solutioen (1).

S . hs

(1) On the bagis of the various »nroposals concerning the mechanlsm and amount
of ConmunltJ bencflts, a nrogramme his been drawn up whloh gives the
results contained in the tables I, II and IIT, ' :
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1ffer1n§ methotplo-t_ L &
(8) The unsmoloyed
Although 2ll the coﬁmunity countries have statistios on employment and unenploy-
ment, it has rarely proved p0351ble to Qompare natlonal statistical series
at Commanity level since they do not have any common mEth°d°1°51°a1 basis and
are built up using priciples, definitions and reference dates which vary from

one country to another., Differing bodies of legislation prevent any cdmparison

.pf unemployment levels., Furthermore, certain phenomena cannot be analysed because

it

there are no data for some countries..

The figures given in Téble I-tinemployed A-are annual estimates prepared by the
statistical authorities in the Nember States. In most couwdtries, these estimates

are drawn up by the, national statisfics institutes; in Belgium they are the
responsibility of the Ministry of Labour and in the United Kingdom of the Depari-
ment of Employment. ‘ ‘

The concept of unemployment haes been defined as follows: a person who,during

the reference period, was jobless or seeking employment is comsidered to Ye
unemployed. This growp inoludes not only nersons who are unemployed following
the loss of . their previous job but also persons seeking a job for the first time,

A second source of unemnloyment data is the monthly statistics eﬁ'the number of

unemployed registered at the national employment exchanges. The usefulness of

these statistics depends on the network of emnloyment exchanges and the attitude
 of workers to registration and on whether it is in their '1n'l:eress'tsr to be registered.

Since the activities of the employment oxchanges are governed by administrative

rules and statutery provisons which differ from one country to another, these O

statistice cannot be used for a compariscon of wnemployment levels between countrias

but solely as an indicator of changes within a country cver a given period of time,
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Any person without omployment secking employment and registered at an
employment erchange is.considered tp,ﬁa unpmp}oyed.;The.relevant figures
are given in Table_I-unempleed‘B,-

A third source of informaticn, which was created inm oxer fo fill.the gaps
mentioned abovg,-is the>Community, sample surveys on the work labour force
(including tﬁe unemployed) carried out by the Statistical Offipg of the

Buropean Communities (since October 1950).

In short; the concspt of "memployed™ is considered to include any persons

-~ who is without employment bHut has worked previously and who, at the fime

~ of the survey, is seeldng paid employment;
~ who has never been employed and is secking a job for the first times

- who is not emnloyed at the time of the survaey, but who has already made

the necessary arrangemants to t:ke up employment at a latoer dates

t

who hns been dismissed temporarily-or for aun indefinits period, without

- remunerationsy

The latest figures probably provide the boest picfure of the trus unemploymert

gituations however, the results of the 1973 survay are not yel lmowm.

Clearly, in any of the &edimwww propesed, thers will always be, the problem
of finding a consistant definition of an unemploycd person which can he

applied, without distiaction, in =211 Manber Statos,

(o) Benefits

Asuregards unemployment benefits, the Steatistical Office of the Huropean
Commanitiss has at its disposal the functionzl brasldown of wzlfare bensfits
as uged in the social accounts. The data arc drawm from the accounts of the
national bhodies authorized fto nay bonefits to bhenefisiaries, therce these
bodies are also respensible for covering risks cther than uncrmployment, the
information is therefore on the financing of fotal expenditurc. For, where
contributions are designad teo cover several risks witheut distinction and
whore public subsidies supplement these oontributibns up to the amount of
benefits paid, each of the two main tynes of revenue is rarely alloocated,

in whole or in part, to a specific risk, This nakes it impossible to detcrmine
which type of revenue and whet proportion of it has gone into financing un-

emnloyment benefits,
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Three noints canbe mads:
-~ There is no problem in countries where the institutions concerned are in
any way specialized. This is particularly the ocase in France.

~ The same can be said toa pnly to Italy, Bolg1um and Luxemoourg, glven the
relatlvely low volume of beneflts which distert the 310ture.

e

- The Sltua'tlon is qul'l:e different in a few men'ber states and especially
in the three acceeding countries. In the case of the latter, in partiecular,
social insurance dovers,'for example, not onl} unemrloyment affecting
employees, but alse pirt of the sickness and old-age risks of the entire
population; it goes withoul saying, therefore, that it would be risky to
put forward estimates and to allocate a priori to wnemmloyment a proportion
of the contributions from both employers and émployegs and of certain .
finance from the governmend.
It must algo be pointed out that the heading "unemploymentﬁ in social accounts
in¢ludes, in eddition to unemplsoyment benefits, other benefits such as compensatory
a.llowancés, supnlenentary benefits and even vacaticmal '!:raining' benefits for

pergons without work.
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1967

1968

1969

1970

1971

1972

1973

ChBmeurs A, 1)

Unemployed
Ch8meurs B. 2)

Unemplcyed
Ch8meurs A
Unemployed
B
A

B

H e B o oW

L3

Allemagne France

Garmany

459
459
323
323
179
179
149
149
185
185
246
246
273
273

France

365
196
428
254
337
223
363
262
456
338
509
383
450
394

Italie Pays-Bas Belgique Luxemb,

Italy Netherl. Belgium Luxemb.

679
1024
684
961
655
887
609
888
609
1038
697
148
668
1005

NOMBRE DE CHOMEURS

{hommes et femmes)

90
90
84
8
66
66
56
56
69
68
115
115
117
117

92
101
110
119
a8
98
76
83
75
83
92
101
96
106

o o ©o o o <

o O O QO O ©O

Q

11/675/3/14-F-8

UNZMPLOYED PERSCNS

503
542
586
513
581
556
618
724
799
806
886
576
630

Note : 1) nombre de chbmeurs selon les séries nationales, moyermes de 1'année
Funber of unemployad according to national series, yesarly average

2) personnes sans emploi Iecrites auprés des bureaux de placement, moyenne mensuelle
Unemployed registered at employmeni agencies, monthly average

Source : OSCE @ Statistigues sociales 2/19?3 -~ Population ¢t emploi.
Social Statistics

SOEC @

2/1973 ~ Population and Employment

51/140

{men and women)

56
60
58
56
57
65
65
65
62
71
72
66
67

28
26

39
26

31
17
24
27
a0
23
30
21
20

Royaume Irlande Danemark EUR-9Q
Uni
U.Kingd.Ireland Denmark

EUR~9

2272
2257
2424
1920
2122
1891
2145
2210
2603
2559
2881
2267
2612

www.Ccvce.eu
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Table I

en milliers
in thousands
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1971

ig972

octroyant

Compis global des organismes

e R T PR T e

titre principal ou sscondaire, des prestations en matidre de chBmage
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Tablean IT
Table II

Overall figures for payments made directly or indirectly by public

authorities with respect to unemployment benefits

Dépenses Allemagnae France Italie
¥xpenditure
Germany France Italy
1970 Prestations sociales 4814 1369 235,8
dont rattachées & la 1723 1369 113,3
fonction chBmage pro-
prement dite
nombre de personnes
ayent regu des alloca~ 114 124 1559
tions de chBmage
(x 1000)
Prestations socialtes 12199 1667 27¢,1
dont rattachées a la
fonction chdmage pro- 1727 1667 233,0
prement dite
nombre de persormes 136 141 1702
ayant regu des alloca~
tions de ch8mage
(x 1000)
Prestationd sociales 13617 1970 293,4
dont rattachées & la
fonction chBmage pro~ 2010 1970 229,0
prement dite
en millions U.Ca 575 355 363
nombre de persommes
gyant regu des alloca~ 175 144 1767

Source =

tions de chBmage
{x 1000)

3

Pays-Bag

Netherl.

1769,8
743,3

17

1977,1
826,8

23

2880

1306,0

M

Office Statistique desg Communautés Buropéennes
Statistical Office of the Buropean Communities

Belgique Luxemb, Royaume

Uni

millions d'wnités mondtaires nationalea
millions of national monetary units

Irlande Danemark

Belgium Luxemb. U.Kingd, Ireland Denmark

11637,5
10792,4

8

10229,3
9447, 6
18

16541,0
15545,8

320

94

5,2
1,2

T.4
2,6

52 /140

3269,8
343,3

305

3893,9
511,1

412

447843
528,0

1267

431

90,8 17819,5
11,8 568,8
. 24
106,9 18223,2
13,2 1099,9
58 30
125,8 20426,7
16,3 1075,0
i3 14
68 30

tt-

Total
33

1970

1971

1972

Social banefits

directly linked to
unemployment as

such

number of indivi-
duals who received
unempl cyment benefits
{x 1000)

Soccial benefits
directly linked to
unemploymeni as

such i

number of indivi-
duals who receiwved
unemplcyment benefite
(x 1000}

Sccial benefits
directly linked to
unemployment as
such

in millions of U.4.

nunber of indivi-
duals who received
unemplcyment benefite
{x 1000)
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DEFENSES - EXPEFDITURE Tableau IIT 11/675/3/74-F-E
EEE R . —.Total amount for unemployment berefits
MONTANT TOTAL DE L ALLOCATION DE CHOMAGE PAR PAYS EN MILLIONS DE UC (1972) §

by country, in millicns Ua {1972)
OCTROI D UNE ALLOCATION COMMUNAUTAIRE FORFAITAIRE (MONTANT FIXE PAR JOUR POUR 300 JOURS)
0

COMMUNITY T'LAT--RATE ALLOWANCHS {fixed amount ger da¥ for 300 days)
LAt AR A LR EEL LD R P EEEE R EEEIEEETEEE PR PR T RS RER S EEE TR PR R R N R R R R R R A R R A gy
#* * CHOMEURS(A) _ UNENPLOYED A& # CHOMEURS{B} _ ymiyrloyrD B ®
4 LR A R R e Sl LRI EEEL IR R R R R R R R A Ty

® PAYE # 450 UC  # &00 UG # 1200 UC + 1800 UC = 430 UC # 400 UC +# 1200 UC  # 1800 UC
FRA S R B I 2 I S S T B B B o B R N B R N R R S R SRR RN AR AR B AR BRSNS

# # # # # # * # # #*
oo oo+ 116.700 # 147.400 % 295.200 # 442.300 # 110.700 # 147.600 # 299.200 # 442,800 #
# # # # # # #* * # #*
Fow F & 229.050 # 205,400 « 410.800 + 216.200 % 172.330 # 229.800 = 459.600 # 689,400 =
# # # * + * # # # *
I = I % 313.650 % 418.200 # 836,400 * 1254.600 = 471.600 = 628.800 * 1257.4600 1886,400 *
# ¥ # ¥ # # ¥ ¥ # #*
¥ o= N % 91.7350 = £7.000 # 138.000 % 207.000 = 91.730 # 69,000 = 138.000 # 207.000 #
# # * # # * & * # #
B & E *# 41.490 ® 55.200 # 110.4Q0 = 165.600 # 45.450 = 60,600 # 121.200 # 181.800 =
# # # # ¥ # # ¥ # *
L = L # 0.0 # 0.0 ¥ Q.0 # 6.0 #* 0.0 # 0.0 # 0.0 * 0.0 *
« # # #* # # # # # *
T 4 Uk # FLHZ.T00 483.600 = L7200 # 1450.800 398,700 = 931.600 # 1063.200 + 1594.800 #%
# * # ¥ # * # ¥ * %
Irly¥ IRE # 21,950 % 42,600 83.200 # 127.800 * 3Z.400 % 43,200 = 86.400 * 129.600 #
# # * # # # " * # #
Tk DK # 106.350 = 13.800 =+ 27.800 = 41.400 = 12.500 = 18.000 * 36.000 % 94.000 #
# * * # * # * # * *
TopE  TOT # 1151.330 = 1335,400 # 3070.800 « 44606.199 1294450 + 1728.600 # 2457.200 # S183.797 #
# # * # S * * * ¥ 3
A3 B A A R R g S S S I T B T S B I A St B R B S T M R I R TR RN RN R F R RN

UNEBPLGTED (4) : Number of unemployed according to national series

CHOMEURS(A): NOMBRE DE CHOMEURS SELON LES SERIES NATIONALES

CHOMEURS(E): PERSONNES SANS EMPLOI INSCRITS AUPRES DES BUREAUX DE PLACEMENT
WIEMPIOYED (B): Unemployed registered at employment agencies,
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TABLE 1V - 1

URENPLOYNERT INSURAKCE

fa e Gosmnity Mesber Stutes

EXISTING SCHEMES

LEGISLATION
1. First law

DENHAERK

www.Ccvce.eu

11/615/3/14-2

(at 1 July 198} °

TRELAY D

UNITED KINGDOCH

NETHEERLANWNDS

Unerployment insurance
(optional)

a) Unenployment insurance
b) Uneaployment assistance

Unemplovment insurance

a.) Interim allowance
EY) Unemployment insurance
¢} Unempiovment assistance

Law of 4 April 1907

Law of 1511

fAct of 1911

a2} and b) Law of 9 September 1949
(a.mende-'l)

¢) Law of 10 Decender 1964

on unemuloytiant assistari

e

2. Bagic legislatien

Law of 1970

Social Welfare Laws 1952 « 1974

PIELD OF APPLICATION

Smployed workers of 18 - 65 years
of age may be admitted as members
to an unemployment fund

Witn few exceptions, 2ll persens
aged 16 ycars and over employed
under a contract of serviece or
apprenticeship.

Act of 1965 (flat rate benefits)
and Acts of 1265 (sarnings relat-|
el benefits), 1971 and 1973 and
romelationg thereunder

Flat rate & its: all espleved
persnns. Uptiaonal cover for mar-
riedi w n

Barnirs-ireloted sunnlement: a1l
emplovees ared 18 years or over
ard under minimun pension ize
(55 Tor men, (0 for women) who
are receiving flat rate unenploy-
ment bennfit and whe hrd reckon-
able earnings of at leact &£ 500
in the relevant tax year

a) and b) All emplovess

¢c) Baployees who do not or no
longer Tlfil the conditinne
required in erder io receive
unemployment insurdnce allow-
ances

TOTAL UNENPLOYMETT
Conditicns

- Main conditions

- ve capable of work

- te available for work

- have signed on at the employ-
ment office

a) - be canable of work
— be availahie for work
— have sisned on at the cmploy~

ment office

b) - be capable of work, available
for and seakine work

- have lived in Ireland for at
least 6 montha

= have no rignt to insurance
veneflit

be capable of work

bte available for work with an
emslover

have gigned on at ‘{he employment
office

be free from disqualification

Ta have registered at the employ-
nent exchange

+ For most of tha Nesber States
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TARLE 1V .Y

CERMANY

SELGIUN

FRAUVCE

LUXEMBOURG

a) Unemployment insurance
b} Unenployment assistance

Unemployment insurance

a) Unemployment assisiance

b) Supplementary unemployment
insurance (1)

a.) Uremanlovment insurance
b} Exceptional unempioyment allow-
ances

Unemployment azsistance

L _

a) and B) 16 July 1927

26 Deceaber 1944

Decree law of 19 Ogtober 1919

Law of 6 August 1921

Law of 25 June 1969

Decreeé of 20 December 1963
{amended)

o
]

Luw of 11 Cetober 1940 and
Decree of 12 FKarch 1351

b) hgreement of 31 Doremnnr 1958
Ordinance of TJanuary 1959
Grdinanece of 13 July 1947

2) and ©) Decres—law of
4 Cotober 1935 (several amend-
ments

Decres of 24 ¥ay 1945 and
17 Decemoer 1952

a) All employees (indusirial and
non-industrial siaff and workers
undergeing vocational training)
b} ALl empleyees

a) and b): To have regictered at
inhe employment exchange as unem=-
ployed and to have applied for
benafit

All employees covered by social
security

a) All emnlovecs

) A:l employees bound by a con-
tract of service to employers
within the scheme's field of
application (1)

All emplaovees

Workers in certain categories
and areas wino do noi fulfil
the conditions required for a)

—

wnonlored persoons excest for cer—
tain categories, for exnmple,
enplovees in agriculture

To be fit for work and registered
for employment

a) and b): To bave registered at
the employment exchange

a) and b}: To have registered at
the employment exchange

To have regigtered at the employ-
ment exchange

{1) Prance: Originally vased upon contracts, this scheme bhas in practice been extended to cover all emplcyees
axcept for certain speeial ecategories, such as persons employed as demestic servants.

55/140
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TABLE IV~ 2

UNEKPLOYNENT

INSYRANCE

in the Commnity Mesber States
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- Qualifying period

TENMARK

YETTED KINGDORN

(at TdulyloM) e

NETHERLANDS

- have completed a minimum period
of employment of 26 weeks during
the )} preceding years

- 12 months of ingurance with fund

a) Flat ratn oepefit

- 26 contributions paid

— 45 contributions paid or credit
ed during the contribution year
(1) precoding the beonefit year
1

If lexzs than 45 but not less
than 26 eantributions paid or
credited, a reduced henefit is
payable “

related benefit

pavehie wnler the same condit-
ions as for sicimesz benefit

Mat rate bonafits

- 26 emplioyed rate
paid since entry

- 50 employed rate combritutions
paid or credited in the rele-
vant contribution year. Reduced

berefits if 20 - 43 contributiena

naid or credited

Parnizngg-raizted sunnlenent

Title to flas rate henefit and had

reckonable earnings of at least

&£ 500 in the relevant tax year

cantritutions
into insurance

a) At leagt 130 dava of paid em-
ployment in the same occupaticnal
sector dquring the last 12 monihs

!]]m‘i c}: 65 days 07 paid emplov—
ment during the last 12 months or
for the last 36 days [1)

— Maximum age

a) and b): 68 years of age

63

Regources

b) Inadecuate rescurces

a) and b) lone
r) Reduciion of allowanpes in tim
event of supplementarv income

Waiting period

lione

Flat rate bencoltits 3 daya

Pav-relnted benefitr 12 dava

Flak rate bhenefits 3 days
Farnines-related supnlemont:
12 days

Wone

EINGFITS

Days for which allowance is
granted

6 days a week

6 days a weelk

6 days a week

5 days a weesk

Turation of payment

Wet more than 2% years

For the insured entitled to an
old-age o7 invalidity pension,
or aged 67+ limited to 78 days
in any period of 12 months

- Unlizited if the claimant aged
65968 hag paid at least 156 cord
trivutions

— Limited to 156 days if aged un-
der 18 or a married woman de-
perndsnt o her husband

— Limited to 312 days in other

I'lat rata berefitg

Li to 212 days excludins
Sundays in any peried of intsrrup-
tion of emplav=ent. A claimant re-
qualifies for a further pericd of
312 days when he haz paid a fur-
ther 13 contrimitions while work-
ing for an employer
Farninga-related munolement

Limit to 156 days (excluding Sun—
dﬁ.ys)

a) Interim allowances 40 davs a
year, thereafier unemployment
allowznce

B) 130 davs a year

c} 2 years

o For sost of the Nesoer States

t FeGay weed.

2 Yetheriands: WiTkers receiving the interim allowance are considered io te still linked 4o the occupational sector.
fre trade cooperative asssciations are authorized to grant this allowance for a longer period. Thereafter workers
zav receive unezolovzent tenefit for 78 dava in the manes waar.
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TABLE 1Yo 2

GERMAXNY

BESLGIUNM

FRANCE

TTALY

LUXEMBOURG

&) At least 6 months' employment
under insurance cover during the
last 3} years

b) During the last year at least
10 weeks' empleyment under in-
gurance cover or o have received
uncaployment allowance (for at
least one day)

Period varies according te the age
of the insured person: 75 working
days during the last 20 months and
600 working days during the last
36 months

a) Te have been in paid eaployment
for at least 15Q days during the
last year

) At least 91 days' memberahip
or 520 working hours cver 12
menths

a) At least 2 years of ingurance
and 92 weeks' contyibutions during
the last 2 years

h) At leaat 5 weeks' conmiribuiiens
vefore 1949 or during the last 2
years

At least 200 days of employment
during the last year

a) 65 65 for men a) and 1) 65 - 5
b) €5 & for woman
a) = - Faxirum resources + allowances a = =

%) State of nesd

FF 1 200 per month. Mo maximum
during first 3 montha

None

None

a) 3 dave
) Nene

a} 7 days
B) 1 dav

2 days if period of unemployment
is legs than one waek

a) and ©): & days a week

Working days and unpaid public
holidays

a.) and b): Bvery day

a) and bl: Bvery day

dvery day

a) Propertionate to pericds of
emplovment during last 3 years

Fenloraant Allowsnce
6 months 78 days
9 months 120 days

12 months 156 days

18 months 234 days

24 montha 312 days

b) ¥o limit

Wo limit {except for certain cases
where unemployment is proiracted o
recurs with unusual freaquency, han-
dicapped workers in a protected
workshep and workars with reduced
hours

a) Mo limit hut allowance resuced
by 10‘.‘: after 1 wyear and by 105
for each further year {maximum
reduction of 307% for workers over
55¢ ro reduction when jobo lost
over 55)

b} 3165 days ~ with extensions
varying according to worker's age

a) 180 éave a year {extendod to
360 days in the building sectoer
under transitional arrangements)
v} S0 days, with possibility of
extension

26 weeka in 12 months
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URENPLOYMNENT INSURANCE

1a the Cowmnity Mesber States
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I11/675/3/14-E

{at 1 July 19%) o

Earning: taken as reference

DENMARK

TREL&ND

UNTTED KINGDOM

YNETHERLANDS

Calculation usually based on ave-
rage earnings of preceding 5
weeks

Fav-ralated hanefit
Cross taxable earnings in a pre-
vious income tax venr

Barminzrn-rrlatzd sunnlemens
Averase weckly earninss (optained
by dividing Annual carnings vy 50
in the relevent tax vear

Daily eamirngs lost

year at a time by the separate
fundis {at not more than Dkr 132
par day)

Married wemam dependent on her
husband: £ 6.55 ner week
Man or woman otfler than above:
i 7.75 per week

Fav-rolated henafit
405 if reckonabie weekly earnings
between £ 14 and £ 50

&£ 6.35 paximm
£ 6.0 maximun

t) Urtan aress
Jther
per week

.
:
.
H

The ecomhined flat rate and pav-
related benefits may not exceed
thr proroon’s reckonnble weekly
earnines

£ B8.60 per week {1)
Insured persongs under 18
Married women

(1

Farningu=rolatad aupplament

33 1/%5 of average weekly earm-—
ings between £ 10 and £ 30 plus
19% of averaze weekly earnings
between & 30 and £ 42

: 15
: £ 6.05

Limited to the amount reeded to
bring total weakly benafit (in-
cluding flat rate benelit, in-
creases for dependants and ea2rn-
inte-ralated :upplemen‘t) up to

855 of averrre weckly earnines

Ceiling 9055 of average earmings Bav-rel~ted bonefit Enrnintra—ralated sunolement a) and b) FL 155.70 per dayv
i 90 per week £ 42 .per wock (5-day week}
Rate Faximum rates are fixed for a a} Plat pate henafig ¥lat rate henefit a) and ©) 807 of reference earn—

ings

¢} 757 of reference earmings
Hinimum for heads of housenold
ard single persons of 40 years
and aver:

a) and b) 80% of F1 72.38

¢} 75% of Fl 76.15

u}
Family supplements

Hona

a) 1 dependent adult L 5.05
1 or cach firot two
dependent children £ 2.20
each further ehild £ 1.8
per week

b} 1 dependent adult

urban areas £ 4.60 max.
other £ 4.50 max.
1 aduit + 1 child

urban areae £ 6.55 max.
other £ 5.45 max.
per week

1 dependent adult £ 5.30
1zt dependent child £ 2.70
nd dependent child £ 1.8
further children, each

& 1.70 per week (1)

. r 808t 0 ar
{1) e from 25 July 1974.
-

" In addition to famlly allowances
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11/675/3/74-8
TIBLE Va1

FRANCE

ITTALY

LUXEMBOURG

a) and b) ¥et earnings for the
last 20 days

Average gross earninge

a) -
t) Barnings on which contributions
have been paid for last 3

[Earnings on which sickness ingar-
ance contributions are paid

months
a) and b) DM 2 500 per menth - &) F? 9 280 per month - Ifr 42 267.- per monih
a) According to family situation: [ 609 of eaynings for one year, then| a) Standard rate FF 9.10 (1) per |[a) and 1) Standard rate:

.80 to 62.5% of nei earnings
v) Frem 8% to-52.5%
¥axieum for single personst
a) Dil 228.£0 per week
b) DM 192.00 per week

reduced to 40% unless household
neacs

maximua Bfr 452 per day
Hinimum

fead of household
3ingle person
{6-day week)

Bfr 345
Bfr 276

day “
b) 15% of reference earmings (2)
Minimum: FF 13.92 per day (3)
From December 1974: total indem-—
nity is increased to 905 of tue
groca salary for & maximum period
of one year

Lit 8OO per day

607 of reference earnings

a) and B) DX 12 per week for cach
dependent verson (can be comuined
with family allowanceg up i¢ a
maxizum of DM 348 per week)

a) For spouse and each dependant
person; FF 4.- per day

*)

In addition to fazily allowances.

1) For the firgt three months: ¥F 10,.-.
2} 15% cupplement during the first three montha.
3) For the first three zomths: FF 16.-.
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UNEHPLOYHENT INSURANCE

in the Community Mesber States

www.cvce.eu

11/675/3414-E

(at 1 July 19%) °

PARTIAL UNEHPLOTHENT

Definition of partial

NENYARK

IRELA&YND

URITED KINGDOM

NETHERLANDS

Yo special definition

Any day of unemployment on which

Snort-time working (under 48 hrg

uneaployment a person would normally work per week) or alternating periods
of employment with the approval
of the authorities

Conditiong See Total nemployment - See Total Uremployment See Total Unemployment
{interin allcwance)

Compensation Proportional rate as for total —- See Total Unemployment See Total Unemployment

unenployment
ACCUMULATION Persions: scoumulation permitted | Wormally not payadle with other See Tebles "3icknesa-Cash Bene- a) and b) Any compensatisn paid

but duration of tenefits ia
limited

Sickness cash benefits: no
accumulation

Intone lrom other gainful activit
{self-employed activiiv excepted )i
tne general rule excludes accum—
ulation. In a number of apeecial
cases, however, accumulation ia
possible

sogial inaurance bvenefits

fits"

b the employers is deducted
a} —

Part of supplementary income ia
deducted from the allowance

* For nost of the Mesber States
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TABLE IV« 4

CERMANY

RZLCIUN

TTALY

LGEXEMROURG

Insurance only: unavoidable
snort«time working initially
affeeting at least 1/3 and there-
after st least 10% of staff (1)

Pays or half daya during which the
execution of the work contract is
sugpended

a) Assistance: temnarary closurs
or short—time working (under 40
hours per week) affecting at
least 207 of the staff

b) Insurance: pavment of gupple-
mentary hours allowance

Wame supplements: temporary cloz-
ure or short-time working (under
40 hours per week};

for indugtrial workers whose en-
terpriges have been admitted to
the waze supplements scheme; and
in certain eases alse for employ-—

eas

Short-time working or two or rore
days of unemployment in a normal
working week

See Total Unemployment and over
107 reduotion of normal woerking
time

See Total Unemployment

See Total Unemplovment

None

See Totzl Unempioyment

Per hour o¢f uaemployment, propor-
tional rate as for total unemploy
ment (cfficial mcale)

See Total Unemployment

a) Hourly allowance: 1780 of the
allowance granted to a tcoctally
unemployed person for a fortnight

n) Hourly allawanec: FFP 2.80

2/3 of the total pav up tc 16
hours per week, with unlimited
duraticn in the case of short-
tine warking and up to 4 wesks
(extension pnss;ib.le) in the case
of temparary c¢losure

See Tatal Unemployment

Pensions: ag a general rule, no

accumulation

Sicinegs allowance: no accunulat-

ion

Income:

a) Income from self-employed acti-
vity taken inte account in part
80 far as the aciivity does not
exclude unemployment under the
‘terns of the law

b) Entitlement to assistance pre-
supposes state of need

Pensions (below B0 or 6%):
unenployment allowance discontin-
ged or reduced according to rate
of pension

Income:

1o clanse relating o resources

a) Assistance: with allowsznces to
old werkers and invalidity pens~
iona! no accumulation e¢f earnings
daily resource ceilingt
for single person

for families

FF17.74
P 33.40

b) Supplementarv insurance: with
allonance wrovided as unemploy=
aent assistance: accumulation posH
sible up to 90% (955 if there are
dependantn) of eammings

a} Fo accumulation of wnemployment
allowances with exceptional allow-|
ancesg

Mo accunulation with sickness
allowance

©) No acoumalation with pensions

Income: deducted in pars from
allowance

(1) In the building sector, in the event of unemployment due to weather comditions (i Novemoer - 31 March)}, for each fuil day lost

compenaation as for partial uneaployment and in addition for each hour of unemployment a supplewent equal to 5% of a mason's hourly wage.

M
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What does an economic and monetary union include?

The monetary aspect of an economic and monetary union can be

more easily defined than the economic aspect. According. to the Werner-
a monetary union implies full and irrevocable internal con- repport
vertibility of the currencies at fixed definite rates of ex-

change and full 1iberalization of capital movements. Because

the money-supply or the liguidity of a member-state can in that

situation no longer be controlled by the national central banks;
monetary policy at least in its main decisions must shift from
these authorities to authorities at the community level. What
monetary policy implies is also clear: discount policy, open-
market-policy, liquidity ratios, ceilings to bank lending,
exchange-rate-pclicy {of the community towards the outer world).,
Not only the final situation is rather cleEr, it is also pos-
cible to suggest stages in which co-ordination between central
banks will be gradually replaced by a common system of central
bénks, which épuld be based on the European Fund of Monetary
Co-éperation. The narrowing of the margins of fluctuation of
the European currenciles also follows logically from the de-
finition.

The authorities who should combine their effdrts and ultima-
~tely must form a new body, are also clearly to define. They

are the central banks under a certain general-authority from
the Government, The ultimate relation between the Federal
Reserve System of the Community and the Political Authority

of that Community will not be easy to find as this relation

now changes from country to country but the negotiations on
this point will not differ fundamentally from the negotiations
concerning the political organs of the Community such as a
Government and a Parliament.

That the monetary aspect is in more prebise terms to de- tns

1s proven by the Werner-report and also by the report "European
Economic Integration and Monetary -Unification"of the Study
Group on Economic and Monetary Union.

Though the ultimate transfer of power in the monetary field

t0o a supra-natural organ will be a very decisive but also
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difficult step in the process towards a European union, from
the technical point of view the obstacles will be smaller than
in the fields of social and economic policy. The authorities
(central bank people and ministry of finance people) know each
other and cften meet. They have a great expertise that is shared
only by a few people cutside their offices. The only important
economic¢ group that is directly influencedvby"the decisions
of the monetary authorities is the banking system that is ge-
nerally well organized and with which contacts are relatively
easy. There also seems to be a general tendency that the banking
system as a rule followsrecommendations of central banks. Of
course the structure of the banking systems is rather different
1n the various memher-states, but that points to the c¢onclusion
that theimplementztion of the broad decisions of the European mone -
tary authority should be decentralized and for the time being
remain in the hands of the central bkanks. ‘
in the broad field of economic and social policy far more pres-
sure groups are involved and parliamentary control is much
stricter than in the case of monetary policy. These issues are
more debated in press, t.v. and radio than in the case of mone-
‘tary policy. Wage policy for instance has a direct bearing on
_ the income and welfare of the people; the same applies to tax
policy. A budget policy that is restrictive for macro-economic
reasons, will always hurt some groups and interests and where-
as Wwithin the nation-state it is already difficult to formulate
and implement a sound peolicy, e.g. to stabilise the business-
cycle, it will be far more é&ifficult to harmonize'those poli-
cies between nation-states. Moreover to reach a_éertain objec=-
tive there are many possible instruments.
Cne instrument can from an econcmic, social and political point
of view be better applied in cbuntry A and another instrument
in country B but implementing both in their respective couhtrles may
threaten equilibrium . between these states. The same can happen '
of course in the field of monetary policy but as pointed out
before, fewer and less broad interests are invclved and a com-
promise that prevents a conflict can be more easily reached.

10
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The Werner-report rightly stresses that in the final stage two community
organs should be established : a "centre of decision for economic policy™
and a "community system for the ceniral banks". When it comes to lay down
what should happen during the first stage the report, besides recommending
smaller margins between currencies than follows from the margin towards the
U.5. dollar, does not mention precise measures of economic poliecy but relies
on : consultations, meetings, big lines of economic pelicy, recommendations,
harmonizations. More precise is the idea of a survey at community level
hefore governments draw up their budgetary proposals. Most of these propo-
sals have been taken over by the Council of Ministers, but the experience

of the past few years taught us that these procedures have proved to be
failures. One can safely assert that these procedures and the deliberations
within the Council have naever been effective in influencing national decisions.
For that reason, pome power should be given to Community authorities, even
if it were only a right of aﬁproval or veto and it should be rather precisely
laid down in what fields this power may be executed and how detailed this
power will be.

In order to reach agreement between the present member-states this power

can not be too detailed but it should be effective = not to harmonize eco—
nomic policy in all ite aspects — but 1o prevent effectively tendencies

that would separate the development of the economies still more than is

now already the case. This could bring us to an action of the community
authorities to narrow the discrepancies that exist at present between

member—-states,
The report of the Study Group says (pe 4) :

"Autonomy of national economic policy objectives and the lack of homogeneity
of attitudes in particular towards the itrade-off betwesn unemployment and
inflation are at the origin of the familiar adjustment problem which has been
plaguing the functioning of the international monetary system for more than
8 decade now. It is mlso the central issue in the process of creating a

monetary union".

11
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It should be the aim of the Community supra-national body of which the
Commission of the European Communities is the logical prsdecessor, to judge
whether measures proposed by the national authorities would strengthen the
differences in attitudes towards the trade~off, In that case one could imagine
that e.g. a wagefreeze, or other measures of income policy, proposals pointing
40 a broadening of the budget deficit (according to national accounts follo-
wing the O.E.C.D, pattern), with more than say 10 %, tax measures which amount
to more than certain percentages, should be judged before by the Commission.
In case a right of approval or of veto whould be thought to go too far for

the moment, a right to postpons the measure or just the right to give the
"Europesan' opinion would already be interesting, In the latter case the opinion
would have to be published in order to influence public opinion. The present
difficulty is that it is not kmown whether a concrete memsure of economic
policy is againat the broad community interest, Following my proposal the
European authority must gradually form a wealth of material and e;ercises on
which later to base an economic policy of their own, I have limited myself

to what could be done in the time to come and what should be the mi nimum
measuras to-be'taknn in the field of procedures, The efforts to reach fundamental
golutions for problems like a community budget, a European corporation, harmo-
nization of social security etc. should of course go on. We cannot, however,
wait for those issues to be solved to gain some experience in dealing with

a BEuropean social and economio polioy.
JuWeJs Bosman

Tilburg, 4th March 1974

1z

69/ 140

*

&)

i
20/10/2014



o

(C,Vce www.Ccvce.eu
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1. Analyse critique du passé et enseignements pour l'avenir
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G. BROUWTRS

ANALYSE CRITIQUE DU PASSE ET ENSEIGNEMENTS POUR L'AVENIR

Intro&uction
La crise actuelle
1) La crise que traverse actuellement la Communauté eurdpéenne est plus

grave et plus vaste que les précédentes, Par le passé, des obstacles spéeci-
fiques ont maintes fois freiné le développement de la Commnauté, mais un
effort conjoint a le plus souvent pefmis de les surménter. Cette fois-ci,
cependant, son unité encore inachevée est menacée par un malaise plus général
qui éprouve davantage sa force de résistance et partant sa cchésion, Ce

malaise trouve son origine dans un ensemble de causes,

Une cause récente et importante est la crise de l'énergis. Celle—ci
a provogué dans une sgérie d'Etats membres un déficit de la balance desm
paiements qul a profcondément perturbé leur équilibre économigue, En outre,
coincidapt avet une pénurie exceptionnelle sur le marché des matiéreé
premidres, elle a porté 1'inflation en Europe, qui était déji vive, i un
niveau jamais atteint. Aussi grave soit-elle en elle-méme, la crise de
1'énergie n'a somme tbute fait que mener & son apegée un mouvement en cours
depuis quelques années, Par d'importants mouvements de capitaux spéoulatifs,
le désordre monétaire international a non seulement rompu la stabilité rela;
tive qui caractérisait les rapports monétaires en Burope maie a également
contrecarré les tentatives timides visant & une politique conjoncturelle

communauteire et sapé la réasistance & l'inflation.

Li'ébauche encore fragile da 1'unité monétaire de la Communaunté n'a
pas pu résister ; de telles bressions. Les pays de la Gommunéuté connaissent
actuellement une inflation démesurée et un chimage accru qui affaiblissent
sa force de croissance déja atténuée par des causes internes, Ces tensions
économiques provoquent des tensions politiques, Ensemble, elles conduisent
les gouvernements des %tats membres &4 se concentrer davantage sur leurs

problémes strictement nationaux.

vesfeen ‘

15

71/ 140 20/10/2014



(Cvce www.cvCe.eu

B-1

2) IL ne-s'agit pas seulement pour les Etats membres de sauvegarder &
court terme leurs intéréts personnels immédiats. L'impuissance de la Commu-
nautéd d'influer sur le cours des événements accrédite de plus en plus la

thése que, en adoptant le rythme qui était le sien, la Communauté a surestimé
ses possibilités pratiques et que les dispariiés nationales sont encore

trop grandes pour &tre surmontées par des spéculations technocratidques.

Avant qu'on puisse songer & une relance de la Communauté, il conviendrait
d'abord de triompher des diffioultés concrétes sur le plan national, fiit-ce
par la concertation ou la coopération. Dans une telle optique, la Communauté
nta de chances réelles de réussir que si le climat est favorable, cfest-a-~dire,

gi lea problémes nationaux sont en bonne partie résolus.

Toutefois, "reculer pour mieux sauter" est un principe cui ne
convient pas dans 1ls situation actuelle, Reculer n'a un sens que si 1'on
dispose d'une aseise solide sur lagquelle on peut se replier. Or, l'assise
nationale est aujourdthui devenue.trop étroite pour la solutioh des problémes
suxtuels les Etats membres de la Communguté sont confrontés. Afin de gortir
de l'impésse, il est donc indispensable de renforcer la Communauté plutdt
que'de la figer pour un temps dans l'immohilisme. Sur le plan national on
peut tout au plus encore essayer de se protéger tant bien que mal des effets
des influences perturbatrices. Tenter de se mainienir pendant longtemps sur
1'assise trop étroite de l'économie nationale serait retourner vers un paseé
dont les legons nous__ ont amenés il ¥ & un quart de sidcle & nous engager

régolument dans la voie d'une,coopération nouvelle.

3) Il est d'ailleurs illuscire de vouloeir revenir temporairement & des
solutions nationales. Non geulement parce que, en raison de l'intégration

de fait de l'économie européenne, les problémes ne seront résolus que sur le
plaﬁ?:%ogﬁﬁc de maniére pértielle seulement et que leur solution demandera
par conséquen% un temps de plus en plus long, mais aussi parce qu'on se heur~
tera mane cesse & de nouwveaux problémes auxquels s'appliquera ce qui vient
d'étre dit & propos des problémes actuels. Le monde ne s'arréte ni économi-
quement ni politiquement. Dans les multiples discussions sur le choix de la

société de demain, c'est & peine si 1l'on mentionne encore l'idée de l'unité

ceeSens
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eurcpéenne, alors que tout ce que nous avons appris au cours de ce siécle
démontre que cette unité est bien le fondement indispengable 3 1'équilibre
politique et économique de notre continent, Si la Commnauté marque le pas,

la gocidté de demain gé fera sans elle,

Il serait évidemment foncibkrement erroné de croire qu'une Communauté
mieux cimentée serait en mesure de surmonter A& court tefme les difficultés
dont souffrent actuellement les Etats européens. Cela vaut tout particulié-
rement pour l'inflation, La persistance et l'accélération croissante de celle-
ci, prabléme économique & 1l'origine, en ont fait un probléme politicque dont A
les données sont de plus en plus liées A& la question, de politique éociale,
de la répartition des revenus. Il n'empdche que, grice & une action plus
efficace face & 1'ensemble de nos problimes économiqueé, une Communauté
consolidée sera mieux en mesure cqu'un Etat isolé d'apporter i ce probléme
crﬁpi@l une_fépqpse;écongmiquemeﬁﬁ_qf socialement justifide. Il est &vident
que les bases de départ d'une Communautéd plus solide devront &tre é&tablies
d*un commn accord par des mepures préliminaires concernant les pfoblémes
qui se posent avec acuité, tels que les déficits particuliérs des balances
des paiements résuliant de la crise de l'énergié, 1'hyper-inflation due en
partie'é cette méme crise et les rapports de parités entre les Etats membres.
Mais les meilleufas techniques sont vouédes a4 lTéchec si on s'avise une fois
de plus & vouloir les appliquer par la voie qui s'est révélée tant de fois

infructueuse de la coordination non obligatoire.

4) Le marasme actuel de la Communauté ne vient pas de ce qutelle aurait
surestimé son impoftance. La c;use profonde en est qﬁe les Eiats membres

ont bien trop hésité & tirer les conséquences politiques concrites des
principes politiques qui ont présidé A4 sa.création, C'est cette faiblesse
organique qui a emp&ché la Communauté de jouer un rdle positif face aux

problémes des derniéres années.

Alors qu'd 1'époque du plan Schuman, l'aspect politique et ltampect
économique de 1l'intégration européenne étaient équivalents, la waleur attachée

au premier n'a cessé de se déprécier au fil des ans.

Aujourd'hui, la Communauté en est arrivée au point cue pour poursuivre
son intégration économique et éviter que les Etats membres ne reviennent 3

des pelitigques exclusivement nationales, il faut des mesures concrites,

veefens
17

73/ 140 20/10/2014



(Cvce www.cvCe.eu

B-1

dfordre politique, par-la enitendez également d'ordre institutiomnel. L'objet

de la présente introduction est dtillustrer briévement la thise développée

ci-dessus en prénant pour point de départ le développement politigque et 4
écdnomique de la Communauté et de dégager ainsi l'orientation principale dee

propositions préciges, & court et i plus long terme, qui sont exposées dans

les chapitres suivants.

Les débuts de l'intégration eurdpéenne

5) La volonté d'écarter 3 tout jamais les divisionsz politiques et
économiques des années trente a été le point de départ de 1'intégration
européenne. Dang un premier temps, les efforts ont avant tout portéd sur 1l'in~
tégration politique; les menaces de la guerre froide opposant trés rapidement
1'Est et 1'Ouest n'y étaient pas entidrement étrangéres. Ces efforts ont
abouti A une double initiative : la oréation de la Communauté du charbon et
de l'acier, d'une part, et de la Communauté européenne de défense, de l'auire.
Dansg les deux cas, lfobjectif‘ était ds c;éer des garantieé contre une renais-
gance de la rivalité franco—allemande, rivalité qui évait été si longtempe an

centre des divisions en Europe.

La premiére initiative avaii pour but de dénationaliser 1l'zssise
industrielle de la guerre en intégrant 1'industfie européenne du charbon et de
1'acier dans une Communauté supra-nationale. La seconde visait 4 dénationaliser
l'appareil militaire en 1l'intégrant dans une comminauté supra-nationale de
défense. La premiére fut couronnée de succée, la seconde échoua, Un systéme
militaire intégré apparaissait Prématuré et 1'on chercha, dé&s lors, & metire

sur pied une coopération militaire dans le cadre atlanticque.

6) 51 le succés rencontré par la CECA constituait une premiére épreuve
importante de la force des tendances & 1'intégration européenne, ce succés
restaitrlimité 4 la "petite" Europe des Six. Le reste de l'Europe occidentale

ne semblait pas encore disposé A4 franchir le pag déciegif de la supra-nationalité
méme si celle-Gi n'étgit présente dans la CECA qu'a un degré r;lativement
modeste, Cette supra-nationalité apparaissait dans les pouvoirs de la Haute
Autorité qui luid permettaient al moyennant un budget propre obitenu grice & dés
prélévements mis & charge de l'industrie communautaire du charbon et de l'acier,

de promouvoir la modernisation des secteurs congidérés et de faire face aux

éventuelles conséquences sociales d'une telle modernisation; b) d'emp8cher

vessvns
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la formation d'ententes et donc de positions dominantes dans cea indusiries,

La Haute Autorite était'directement responsable devant l'Assemblée pour tout

ce qui avait trait & ses compétences propres. Lorsque des problémes plus graves
se sont po:éa,‘commerla crise charbonniére de 1957, il est apparu que les
pouvoirs de la Haute Autorité é&taient insuffismsantes et elle a di se soumettre
aux décisions du Congeil des ministres ob les intéréts nationaux étaient

encore prépondérants,

T) A 1'origine, on ceuvrait avant tout dans le sens d'une intégration
"fonctionnelle" de la vie politique et économique, c'est-ad-dire d'une intégra-
tion d'objectifs spécifiques tels qu'incarnés dans la CECA et la CED. Outre
l'agpect trés important de la sécurité dans ces deux domaines, l'idée qui

présidait & ces efforts était qu'une intégration de fait des économies des

Etats européens ne constituait pag une bage suffigante pour appliquer & une

plus grande échelle le principe de la supra-nationalité, Aprés 1'échec de

la CED en 1954 et la stagnation relative de 1'0ECE, la force dés tendances &
1'intégration européenne s'est cependant révélée suffisamment grande pour faire
accomplir & I'Europe des progrés beaucoup plus consédérables dans le domaine
économique; -

La Communauté économigque eurcpéenne

8) En mettant eh ceuvre le plan Marshall, 1'0ECE ~ dont 1l'éventail des
tdches s'élargira ultérieurement - avait accompli pour 1l'BEurope un travail
important dans le domaine de la'libération des échanges économiques. Elle avait
mis fin aux restrictions quantifatives A l'importation et & 1l'exportation et
multilatéralisé lee opérations de paiement entre les Etate suropéens. Ces deux»
mesures avaient favorisé au plus haut point le redressement et la croissance
de 1'économie européenne, Il était apparu cependant impossible de poursuivre
dansg le cadre de 110ECE le processus de lib&ralisation et d'aboutir a un
démantélement systématique des tarifs douaniers. Il fallait pour cels des
impulsions politiques plus fortes qui, en définitive, n'ont pu 8tre trouvées
qu'a l'intérieur de 1'Europe des Six désireuse d'une intégration totale, Ainsi

east née la Communauté &conomicque suropéenne,

»

9) La CEE a été congue en tant qu'union économicque & caractére supra-
national provisoirement limité. Si on excepte les compétences propres de la

Commission européenne en matiére de politique de concurrence et de politique

R
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commerciale, c'est au niveau du Conseil des ministres, composé des représentants
des gouvernements des Etats membres, que se situe le centre de décision concer—
nant la politique Bocio—économique., Sur la base des objectifa définis dans

le Traité, la Commiasion européenne a pour tache de soumetire des propositions
au Conseil qui, dans certains cas, décide & la majorité qualifiée. Ces décimions
auraient dii conduire, apréds une période de transition de 12 ans; & une union
compléte avec lihpe circulation des marchandises, des personnes, des ervices

et des capitaux éi/ﬁne pelitigue commune dang la mesure cii, d'aprés le Traité,
celle-ci était indispensable au bon fonctionnement de l'union considérée. Pour
cela, le budget communautaire, limité & l'origine, serait doté des moyens

nécessaires selon des modalités qui étaient également déterminées par le Traité.
La politicque commune couvre égalemént les cinq domaines suivants :

a) Ltunion @ouaniére et la politique commerciale commune qui s'y rattache;

b) la politique agricole commmune;

¢) 1'harmonisation des politigues économiques et la politigue commune en matidre

de concurrence en vue d'assurer un marché totalement libre;

d) la politique structurelle, y compris la politique régionale, afin d'assurer &

la Communanté une structure économique équilibrée et efficace;
e) la politique conjoncturelle et monétaire.

10) Le succés des débuts. fut prometteur. L'union douanidre fut réalisée
pendant la péricde de transition préviue pour son achévement, I1 en fut de

méme pour la politique agricole commne, Ltagriculture s'était vue attribuer
une place toute particuliére dans le Traité parce qu'a 1'image de la politique
mende dang les différents Etats membres on la considérait comme un secteur

ol la formation des prix ne pouvait €tre abandonnée au libre jeu de 1l'offre et
de la demande., Le fondement de la politigque agricole fut la mise en place d'un
mécanisme de formation de'prik aussi uniformes cue possible et, s'y rattachant,
une politicue d'importation et d'exportation vis-3~vis des pays tiers, qui
seule , pouvaient garantir une libre circulation des produits agricoles., Aussi,
cet élément de l'union économique était-il défini avec précision dans le Traité.
Cette définition précise et le fait que les Etats membres, fit-ce & des degrés
divers, avaient particuliérement intérdt i ce que la politicue agricole commmune

ge fasse ont grandement contribué & ce succes,

Ny A
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11) En vue de réaliger la circulation totalement 1libre des marchandises,
des services, des personnes et des capitaux, la Communauté a déployé pendant
la période de transition une trés grande activité pour harmoniser les dispo-
sitions législatives nationales et notamment les régimes fiscaux. Mais, les
progrés furent lents parce cu'on se heurtait 4 de nombreuses traditions et
particularités nationales auxouelles les Etats membres se raccreochaient souvent
avec acharnement, parfoie sous 1'influence de groupes de pression. Cfest

pourquoi ce chapitre l'union économique n'est pas encore achevé,

12) Cela vaut dans une plus forte mesure encore pour la politique struc-—
turelle. Cette politique comporte deux aspects. Le premier est l'harmonieation -
des mesures nationales destindes & venir en aide aux régiones en retard et aux
gecteurs défavorisés en vue, dtune part, d'éliminer lee distorsions de concur=
rence &4 ltintérieur de la Commnauté, et, d'autre part, de renforcer la
strﬁcture économique de celle—ci, Une politique énergétique commune revétirait
ici une impdrtance particuligre. Le deuxitme aspect est 1l'encouragement des
activités mui ne peuvent g'épanocuir deinement que sur le plan communautaire,
L'ntilisation de technigues modernes et la recherche nécessaire 3 cet effet

présentent sur ce point un intérgt exceptionnel.

Le développement de l'industrie nucléaire était considéré comme un
exemple particulier de ce type. C'est dang cette optique que, parallélement
3 la CEE et sur les traces de la CECA, gque fut créée une nouvelle Communauté ¢
EURATOM. Cependant, les intér&ts nationaux 34 court terme apparurent tellement
plus importants cue ceux de la Communayté dans son ensemble qu'EURATOM se

solda pratiquement par un échec,’

Bien cque les pays de ia Communauté aient manifesté pendant la
période de transition une croissance relativement forte et diversifide,
on ne peut affirmer que la politique structurelle de la Commnanté en fut un
facteur important, Les tentatives visant 4 coordonner les politiques nationales
des Efats membres se sont encore trop heurtées & des conflits souvent imaginai-
reg d'intéréts nationaux. Cette coordination a notamment failli sur le plan
important de la politique régionale; la Commnauté devait payer chérement cette
carence lorsqu'3d la fin des anndes soixantie, sa croissance et sa stabilité

furent ébranlées par l1'inflation et par le déréglement du systime monétaire

mondial,

S
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Starmation dansg la CIE

13) La gravité de ces difficultés est imputable dans une large mesure
ﬂé la carence de la partie de la politique de la Communautd qui aurait précisé-
ment 4l en &tre 1'élément central, & savoir la politigue conjoncturelle et
monétaire. Contrairement & Ia politicque comrune qutil prévoyait dans de
nombreux autres secteurs, le Traité préconisait dans ce domaine la coordina—
tion des politiques nationales des Btats membres. I1 posait donec en prineipe que
ceux~ci, en premier lieu responsables de leur troissance et de leur équilibre.
propre, assureraient la croissance et 1'équilibre de la Communauté dans son
ensemble en coordonnant leurs politiques, tout en acceptant d'éventuelleg
differences d'orientation impqsées par des circonstances divergentes. Il sous-—
estimait donc les limites gue la dépendance réciproque et l'interpénétration
croissante des économies allaient imposer aux politicues conjoncturelles
nationales. Il méconnaissait la nécessité d'une politique conjoncturelle et
monétaire commune rendue indispensable par 1l'intégration elle-méme. In congé-
quence, les institutions de la Communauté n'y étalent pas préparées. A mesure
que les tensions internationales s'aggravérent, cetté carence organicue se fif

de plus en plus sentir.

14) La Commission eurcpéenne, conscientede la nécesszité d'une coordi-
nation aussi effective gue possible, déploya dés le début une grande activité
dans ce domaine. Cing comités consultatifs compétents dans les différents
secteurs de la politicue économicque et financiére prépardérent les débats
périodiques du Conseil des Ministres au ccurs desquels les directives élaborées
par la Commission européenne en matitre de politioue conjoncturelle étaient
examindes, Ces débats portérent bien vite également sur des programmes a4 moyen
terme et permirent de recueillir de précieuses informations sur la politique
suivie par chaoun des pays membres. Toutefois, ils ne débouchérent pas sur

de réelles confrontations et n'influencirent donc pas concrétement la politicue
des gouvernements nationaux. Sur ces points essenticls, ceux~ci étalent trop
préoccupés par la situation dconomicque et politicque dans leurs pays respectifs

pour accepter 1'idée d'en débattre encore au sein du Conseil des Ministres.

15) Auv début, il n'y avait pas lieu de s'en inquiéter, compte tenu de la
forte expansion économigue et de la progression du taux d'inflation encore

assez lente 4 cette éporque. Avec un peu d'optimisme, on pouvait considérer
|
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qu'il s'agissait du démarrage d'une procédure gui, 4 la longue, deviendrait plus
efficace., Toutefois, & mesure que 1'inflaticn s'accélérait, le contraste entre
la gravité des problémes et 1'inefficacité de la ceordination au sein du
bonseil devint plus manifeste, Les rapports et les recommandations de la
Commission européenne se firent plus pressants, surtout lorsque les symptdmes
de crige monétaire internationale s'aggravérent dans la seconde moitié des
anndes soixante. La nécessité de faire front en commun contre les dangers qui
menagaient la stabilité de la Commnauté de l'extérieur apparut de fagon
évidente. Toutefois, il était tout aussi évident qufune action communautaire -
plus vigoureuse sur le plan extérieur resterait théorique en l'absence d'une
politique économique et financiédre commune sur le plan intérieur., L'insistance
de la Commission afin qu'il soit'tenu comphe des intéréts de la Communauté
dans la définition des politiques nationales apparaissait comme un exigence

4 laquelle il était impossible de satisfaire dans la pratique.

16) L'échec de la coordination dans le domaine de la politicque macro-
économique a coincidé avec le moment ol 1'idée d'ériger la supra;nationalité
en principe directeur de la politique étrangdre était la plus discréditée.
Dans la Communauté, les oppositions gui se manifestérent & ce sujet eurent
pour effet d'entrainer l'abandon-provisoire dans la pratique de la régle des
délibérations & la‘majorité au sein du Conseil de Ministres, qui ntavait
d'ailleurs jamais &ié appliquée. Les dissensiong au sujet de 1'élargissement
achevérent de plonger la Communauté déns 1'impasse. I1 fallut atiendre la
conférence an sommet de La Haye ﬂe dégembre 1969 et les deux déecisions dé
principe qui y furent prises coﬂcernant 1'élargissement de la Communauté et
son renforcement interme par la création d'une union économique et monétaire

pour débloquer la situation,

L'Union économicue et monétaire

17) Le groupe Werner, Chargé de prégenter un rapport sur 1'élaboration

de cette Union, résume de la maniére suivante le contenu de celle-ci :

~ les monnaies communautaires sont assurées dtune convertibilité réciproque
totale et irréversible, sans flucturation de cours et avec des rapports de
parités immables ou, de préférence, sont remplacées par une monnaie commu-

nautaire unigque;

veeSann
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~ la création e liquidités dans 1'ensemble de la zone et la politique monétaire

et du crédit sont centraiisées;

- la politicque monétaire & 1l'égard du monde extérieur est du ressort communau-
taire;
- les politiques des Eiats membres & 1'égard du marché des capitaux sont unifiées;

— les données essentielles de l'ensemble du budget public, et en particulisr
la variation de leur volume, l'ampleur des soldes et les modes de financement

cu d'utilisation de ces derniers sont décidés au nivean commnautaire;

- les politiques régionales et structurelles ne sont plus exclusivement du

regsort des pays membres;

-~ une consultation systématigue et continue des partenzires sociaux est assurée

au niveau communautaire.

18) Le rapport Werner estimait gque l'exercice de ces compétences nécessi-
tait l'institution de deux organes communautaires : un centre de décision pour
la politicque économique et un systéme communautaire de banques centrales. Alors
que ce dernier serait responsable de la politique monétaire interne et externe,
4 1texclusion de la fixation de la parité de la monnaie communautaire, le
premier exercerait de fagon indépendante une influence décisive sur la politique

économique générale & l'égard des autres points cités plus haut.

En ce qui concerne notamment la politique régionale et structurelle,
le budget de la Communauté devrait Stre majoré de fagon adéquate. Une autre
conséquence de ce transfert de compétences serait le transfert d'une respon-
gabilité parlementaire correspondante zu pariement de la Commnauté. Le
statut de ce dernier devrait refléter ce transfert de responsabilités, non
seulement du point de vue de l'ampleur de_ses attributions, mais aussi eu

égard au mode d'élection de ses membres.

19) Une période de 10 ans était jugée nécessaire pour la réalisation
compléte de 1'Union, Elle pourrait 8tre accomplie en deux étapes, éventuelle-
ment daventage, La premiere étape detrois ans était décrite de fagon détaillée.
Elle devrait, gridce & une coordination intensive de la politique monétaire et
budgétaire et &4 ltharmonisation des instruments monétaires suivant un calendrier
précis et sous le contrdle du Conseil des Ministres, mettre en oeuvre une
harmonisation telle que le transfert de compétences 34 la Communauté et la
création d'organes comminautaire puissent 8tre entamés au cours de la deuxiéme

étape.
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Un rapport sur les réformes institutionnelles sera élaboré en
temps utile avant la fin de la premidre éiape, afin que les propositions en

la matiire puissent &tre soumises & une conférence intergouvernementale

qui sera convoquée conformément aux dispositions de l'article 236 du Traité.

20) Dans sa régolution du 20 mars 1971,‘ie Conseil des Ministres a

adopté pratiquement toutes les propositions du Groupe Werner quant au fond.
Toutefois, il ne g'est pas prononcé sur la quesiion essentielle des organes
commnautaires qui seraient chargés d'exercer les compétences nationale; qui
devraient &tre transférées & la Communauté. Il s'est borné provisoirement -
3 affirmer que les ingtitutions de la Commnauté, & savoir le Conseil, la
Commiggion et le Parlement, seraient mises en mesure d'exercer leurs regpon-
sabilités en matidre économique et monélaire avec efficacité et rapidité. De plus,
il a déeclaré expressément que les politiques communautairesg mises en ceuvre

dans le cadre de 1'Union économique et monétaire seraient soumises aux

délibérations et au contrdle du Parlement européen.

_ La résolution exigeait certes le dépdi, avant la fin de la premiére
étape, d'un rapport sur les modifications institutionnelles nécessaires, mais
_ellé restait miette sur la nature des modifications & ﬁpporter au Traité, En
effet, le transefert de compétences pourrait s'opérer soit sur la base des
digpogitions gxistantes du Traité, soit sur la base de dispositions non prévues
au Traité, arrgtées conformément 3 1tarticle 235, soit sur la base d'une
révision du Traité conformément a4 l'larticle 236. L'avis favorable d'une
conférence intergouvernementale ne seragit requis que dans le dernier cas.
Ltincertitude sur ce point fondaﬁental n'a pas manqué d'affecter le dynamisme

de l'harmonisation.

21) Aprés une période au cours de laquelle peu de progrés sensibles
furent enregistrés, la conférence au sommet de Paris d'octobre 1972 confirma
expressément la résolution dans tous ses éléments. Elle décida également, pour
permettre officiellement le passage 3 la deuxi®me étape conformément au texte
de la résolution de février 1972, d'instituer un Fonds monétaire européen,
doté provisoirement de compétences encore tres limitées, et un Fonds de déve-

loppement régional, financé par des ressources propres de la Commumauté, Enfin,

coduns
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zarticipant 4 la conférence se donnérent

les chefs d'Etat cu ue Forverns
comme objectif majenr de ~rannformer »'ansemble des relations des Etats membres
en une Union eurapéenne. Tig prisront les institutions de la Commnauté

N

aynnt la fin de 1975, retardant ainsi

d'élaborer un rapport sur
ol 3
jusqu'a cetts date le d4pdt du sopport insgtitutiornel qui, en vertu de la

résolution ée 1971, devait &tre rrdt pour la fin de 1973.

Le faux départ de 1'Unisn eurapienne

et Lo Conseil de Ministres de la CEE

22) La Commission euron
durent constater & la fin de 1973 tue, pratisuement, aucun rééultat important
n'avait été atteint en ce gui concerne l'ensenble du programme prévu pour la
premidre étape. Pour ce cui est de la coordination des politiques économiques
a court terme, les procédures i leg inctruments prévus ont été respectés, Les
congultations préalakles et obligntoires & toute mesure importante n'ont
réellement jamais eu lieu. Les rdunions du {onseil des Ministres ont eu un
intérét surtout académimue. Loz Jomitds ont certes permis un dchange fructueux
dtinformations, mais ils n'ont pu guére aller au—deld. Les recommandations de
politique économique et nolamment de politicque Budgétaire adoptées par le
Conseil étatent de caraciire conventionnel, mals sans grande portée pratique.
La convergence des politicques deoonomicques nta été cue trés imparfaitement
réalisée. Méme avant 1'impact fe 1la crise de 1'énergle, des divergences impor-
tantes se manifesfaient dans 1e'rythme‘de 1'inflation et la balance des paie~

ments,

231‘ En matizre de paliti&ue monétaire, certains progrés réels ont
pu étre réalisés, mais ile se smont ovdrd précaires. La Résolution de 1971
prévoyait que les monnzies communauinires fluciueraient 4 l'intérieur de
marges plus étrcites, Ceci dsvait s fFaire d'cbord & titre expérimental, avec
comme monnaie d'iﬂter&eution 1 d2llar. En cas de epuccés de l'expérience, on

-

»de dreit, puls & des interven-

devait passer d'un vigime de

saux rétrécissements des marges.

tions en mennaies comminauiaires ot

‘on dos politigques monétaires

Dans le nime tempz, 1x conr

devait 8tre intensifiéc entrz les Sonaara ~ontrales, un fonds europden de

coopération mongtnire «- 30 et, 775, ln Tutre cireulation des capitaux
progressivemcnt i STa kIt s e Ga Temmananits,
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24} La suspension ée la converiibiliid du dellar ne permii pas la
mise en place du mécanisme préwvi; ndanmcins arrés une période d'incertitude

i

ou le Mark et le Florin devinrent “"flotfants™, un systéme d'interventions
coordonnées fut mis en place au prinitemps 1972, Les marges de fluctuation
admises étaient trio supérieures & celles initialement refenues et par 13 la
résolution de 1971 n'étgit pas respectée formellement, mais elles restaient

s r

inférieures de moitié & celles qui auraient pu 8tre cbtenues sans un tel
gysiéme. Les marzes vis-3-vis du dollar furent d'abord respectées ("serpent
dans le tunnel™) puis abandonnées (''serpent seulb). Ainsi les monnaies de la
Communauté conservalent enire elles des écérts relativement réduits; les inter—
ventions avaient lieu en principe cn monnaies commnauntaires; un mécanisme

de crédit & trés court terme relayé par an soutien a coﬁrt terme devait
permetire un fonctionnement sans heuri, En juin 1972, le Royaume-Uni et
1'Irlande se sgont provisoirement retirés de ce sysiéme, suivis par 1'Italie

en mars 1973 et par la PFrance en janvier 1574,

25) In matiére de coordination des politiques monétaires, aucun
répultat spectacnlalre n%a ét& cbtemi. Log consultations préalables, notamment
en matiére de manipulation de taux ou de syshtéme de change, n'ont pas été

reapectées.

Le fonds eurcpéen de coopération monétaire a été créé par un "acte
selennel" en avril 1973. Il s'agit dtunh organisme dots de trés peu de pouvoirs
et de moyens. Le soutien monétaire 3 court terme cui vient d'8tre élargi est
en théorie incorporé au [Pendz. Clest wr mécanisme lourd cqui nta été utilisé

jusqu'id présent qutune seule fois. Ses resscurses sont dlailleurs trés limitées.
En ce qui concarne la iibre circulaticn des egpitaux, 1l y a eu

recul. Des dérogations nombreuses au Traitd oni ¢34 accerdées, Aucune philo-

sophie commne n'a i étre “dgegds mur lz stratdgie & adopter vis-a-vis des

capitaux exterieurs,

26) Darg la dom=ins ge

été accompli au cours 4o 1A

Fonds régional ou plai®t anr lag ant 11l pourra 2tre doté. Mais on

peut se demander gi leg -rientsilons suivies reflliest un Jdébut de conception

R
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Il apparait alors bien que la premidre étape de 1'Union économique
et monétaire n'a paas offert ce que l'on pouvait espérer. Le passage morose 3

une deuxiéme étape mang relief ni grande signification renforce ce sentiment,

. .

27) Il faut edmettre que, congue & un moment ol le systdme monétaire
international restait fondé sur des parités fixes et la convertibilité, au
moins de principe, du dollér en or, l'Union économique et monétaire ne pouvait
qu'étre gravement affectée par les désordres multiples survenus depuis trois
ané dans le fonctionnement des mécanismes monétaires du monde. Et il est
indéniable que les différences de mentalités,de structures, de niveaux de vie,
‘ete, étaient de nature & rendre difficile 1'approche initialement retenue

d'une réduction rapide des marges de flucituation entre les monnaies, en
1l'absence d'un rapprochement suffisant des structures et d'une redistribution
importante des revenus., D'autre part, le bloc communautaire représente par rap-
port & l'extérieur un ensemble relativement homogine, si 1l'on tient compte

du rapprochement géographique et d'une intégration de fait des économies
notamment entre les szix pays fondateurs, & la faveur de plus de dix ans d'union
douaniére compléte. Une plus grande flexibilité dans l'approche monétaire

et financiérs et un effort fus grand pour réduire les disparités structurelles

devaient avoir été & la mepure des difficultés 3 résoudre.

28) Au contraire, la CEE n'est jamais parvenue & définir une position
commne claire sur la réforme du systéme monétaire international et par
conséquent sur la place gu'une organisaticn monétaire propre & 1'Hurope pourrait
occuper dans le schéma_d'ensemble des‘relations monétaires mondiales. Cette
situation de fait, ne p&uvait manquer d'affecter la crédibilité du mécanisme
monétaire européen et sa capacité de résister au moindre trouble dans le

fonctionnement du systéme des paiements mondiaux.

Ire mécanisme des réglements intracommnautaires s'est alors avéré
inadapté 4 son objet., Il n'a pas été possible en pratigue de faire fonctionner
un dispositif de crédits réciproques entre les pays europf€ens, et ceci surtout
du fgit de l'absence d'un accord satisfaisant sur les modalités de remboursement

de ces crédits. 4 partir du moment, en effet, ol ni l'or au prix officiel, ni

veifann
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le dollar inconvertible ne constituaient plus des instruments mutuellement
acceptables pour le raglement de déficits ou d'excédents intra-européens, il
devenait triés difficile de maintenir un régime de parités fixes impliquant

des transferts de réserves. Dans ces conditions, 1eA“serpent" communautaire

ne poﬁvait gtre maintenu intégralement‘que dans trois hypothdses : une parfaite
coordination des politiquea,conjoncturel}es éliminant par avance toute possi-
bilité de déséquilibre durable dans les paiements intra-européens, l'accepta—
tion par les partenaires européens d'un financemcnt réciprogue illimité en
montant comme en durés, la d&finition d'un instrument de réserves adapté

aux réglements intra-européens et servant de base aux réglements des soldes

ou des concours intra-comminautaires.

29) A partir de mars 1973, le mécanieme du rétrécissement des marges

a changé de nature 3 lausuite de l'abrogation de.l'accord de Washington et

de l'entrée dans une ére de flottement généralisé des monnaies. A ce moment-1a
les pays pafticipant'au "serpent" ont cessd d'exclure 1'idée d'intervenir

sur le dollar des Etats-Unis, mais ils n'ont cependant prévu aucune régle

pour la fixation d'un cours communautaire du dollar. Les interventions en
monnaies cﬁmmunautaires ont alors pris une ampleur trés grande et les pays

4 monnaie faible ont dd supporter non geulement, comme cela €tait le cas
auparavant, les congégquences de leur faiblesse relative par rapport aux

autres monnaies européennes, maip également celleg de tout mouvement de gpécula-—
tion contre le dollar, créant ainsi une tendance 3 la réévaluation des monnaies
européennes lea plus appréciées, Faute d'avoir défini des régles permettant
dlagir, en fonction’des circonstances, sur l'ampleur des fluctuations du

dollar par rapport a4 l'ensemble des monnaies européennes, la Communauté a

exposé certains de ses membres au risque de tensions insupportables, Certes, les
instituts_d'émission étaient capables de s'informer de leurs actions; et éventuel~
lement de leurs intentions, mais ils n'étaient pae en mesure de négocier, au
jour le jour, l'attitude commune & l'égard dﬁ dollar qui seule elit pu permetire
de parler d'un flottement concerté et qul aurait, en les égalisant, rendu

plus acceptables les tensiong imposées par l'accord sur le rétrécissement des

MATZER,

veidens

29

85/ 140 20/10/2014



(Cvce www.cvCe.eu

B-1

La cause Tondamentale

30) Il faut en résumé conclure que les éléments externes ont

joué un réle dans l'échec du début d'union é&conomigue et monédtaire europé-—
enne, mais ce rile n'était pas fondamental. Si ces éléments n'avaient pas
joué, 1'Union économique et monétaire européenne aurait peut-8tre enregistré
des débuts moins heurtés. Mais sauf les conditions qui viennent d'8tre
mentionnées ci-dessus, la construction ébauchée serait restée fragile et
purtout les limites & son développement seraient bien vite apparues
évidentés. Cela tient 3 la nature mdme des mécaniames mis en place, & leur
incapacité A& s'adapier rapidement & des situations éminemment changeantes,

4 leur impuissance i distinguer-i'intérgt de la Communauté de la somme des

intéréts nationaux.

_I1 en aurait été autrement si certaines dispositions institu-

tionnelles nouvelles avaient été prises.

31) a) On aurait pu créer un organe, investi de pouvoirs propres
et agissant en fonction des intéréte d'un systéme européen de paiements,

chargé notamment de :

t

fixer le cours communauntaire du dollar;

- veiller & la coordination véritable {c'est-a-dire consultation préalable
et non &imple information & Posteriori) des interventions des bancues

centrales:

-

L

- autoriser les aménagements nécessaires temporairement;

-

- proposer un dispositif de contrdle des mouvements de capitaux i court

terme entre l'Europe et les pays tiers et surveiller sa mise en oesuvre.

32) - b) Mais ie progres sur cotte voie est conditionné par une
réforme profonde des mesures prises depuis 1972 pour assurcr la coordina-
tion des politiques économiques internes, notamment de la pelitiaue du
crédit et de la politique budgétaire., Une conjoncture plus homogégne ainsi
que la pelitique conjoncturelle cui doit permetire de la réaliser exigent

une double coordination celle du développement et du financement des

R
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dépenses publiques et celle du développement et du financement des dépenges

privées. La liberté des mouvementg de capitaux\dépend des mémes conditions.

Le rapport Werner avait mis l'accépt sur une concepiion
claire des politiques 4 suivre dans la phase finéle de - 1'Union économique
et monétaire et des organes communautaires chargés}dé les mettre en oeuvre,
La Résolution du Conseil des Ministres de 1971, comme indiqué ci-dessus,
n'a pas repris ce point. L& se trouve une raison priﬁcipale d'échec de
1'harmonisation des politiques économiques et de la 1utt3;09mmune contre
1'inflation, g

-

Les procédures de consultatlon devraient,

pour &tre efficaces, déboucher sur une instance de d901510n capable

- d'infléchir, dans 1'intérét géndéral, la conduite de la politicue économique
de chaque Etét membre. Cela n'est posgible cu'au prix d'une mpdification
du contenu actuel des traités. L‘expérience montre qu'il ne serait pas
suffisant, & cet effet, d'introduire la régle de vote majoritaire au
niveau du Congeil, Pour que des décisions majoritaires puissent &tre
imposées aux Etata minoritaires, il faudraif encore que ceux—ci puissent

compter Bur une large solidarité financiére &4 1'¢échelle de la Communauté.

33) e} 11 n'est en effet pas possible d'imposer &4 1l'un des membres
de la CEE des décisions contraires & ses intéréts économiques immédiats

=

ou susceptibles de l'exposer & des difficultéa politiques internes, si

cet BEtat ne peut compter sur une splidarité financiére effective de ses
partenaires, permettant de répartir, de fagon équitable, entre tous les
membres de la Communauté, les sacrifices imposés par 1'iqtér§t général. Pour
que les pays de la CEE puissent suivfe une ligne commune en matiére
économigque et“monétaire, il est indispensable de pouvoir procéder, par

1'intermédiaire du budget de la CEE, & des transferts importants de

ressources réelles.

C'est en définitive, une mutation de caractére politicue et

ingtitutionnel qui aurait été nécessaire pour surmonter les difficultés

coefens
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rencontrées par 1'Union économique et monétaire depuis 1971, Les chefs
d'Etat ont pris conscience de cette nécessité lorsqu'ils ont évoqué la
eréation d'une véritable Union européenne. Mais ils n'en ont pas précisé

le contenu et en ont renvoyé 1'étude & une date ultérieure.

34) ‘ Cependant, =i l'on veut éviter que l'Union &conomique, et

peut—-8tre méme la politique agricole commune et 1'Union douaniére, ne

régressent & 1'avenir, il est probable que le saut doit &tre effectué dés _

maintenant. Il pourrait 8ire limité & trois secteurs bien déterminés qui

ntexigent en aucune fagon une union politique compléte.

- Le premier concerne les regponsabilités des banques centrales qui, tant
dans le domaine des changes que dans celui des taux d'intérét, devraient
8tre socumises par le moyen d'une banque centrale européenne & une
supervigion communautaire dans la mesure nécessaire 4 la réalisation

des objectifs de 1'Union &conomique et monétaire.

- Le deuxiéme concerne surtout lés politiques budgétaires qui, au double
point &e vue de l'importance des masses budgétairee et du mode de finan-
cément des soldes, devraient également &tre soumises 4 une supervision
commnautaire par le moyen d'une instance de décision communautaire en
matigre de politique économigque et qui sera nécessaire beaucoup plus

rapidement quton le pensait 34 1'origine.

- Le troisiéme concerne le budget ¢e la CEE qui, doté de ressources
13
propres élevées, devrait, sous le contrdle d'un Parlement européen,
8tre l'ingtrument d'une égalisation dea charges que la réalisation de

cette union impose aux Etats membres.

35) Ces mesures gemblent néanmoins nécessaires pour relancer non

geulement 1'Unicn économique et monétaire, mais par 1'intermédiaire de celle-.

ci, également la Commnauté dans son ensemble, La stagnation, qui a
commencé vers la fin de la période de transition, é&tait due avant tout

3 la carence de la coordination des politiques conjoncturelles et
monétaires, Toutefois, la réalisation dfun marché commuinautaire absolument
libre et 1l'élaboration d'une politicue structurelle comming se sont

également heurtées & une résistance souvent opinifitre. A mesure que

voifeen
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l'attention se concentrait sur les problémes économiques et financiers,
on enregistra méme de moins en moins de progrés dans ces deux secteurs. Rien
ne permet de penser qu'il en sera autrement 4 lfavenir si de meilleures

perspectives ne devaient pas s'ouvrir 4 1l'Union économique et monétaire.

Cette dépendance est double. Si esseniielles que soient les
réformes examinées plus haut pour la relance de 1'Union é&conomique et
monétaire, son développement futur qui, sans auncun doute, n'en restera
pas moins parsemé d'embiiches, sera également tributaire de l'activité qui -
sera déployée dans les autres secteurs de 1'Union économique, Enfin, il
est difficile d'imaginer une coopération européenne plus active dans le
domaine de la politique étrangére si des progres sensibles ne sont pas
réaliséer dans celui de l'intégration économicque, Pour tountes ces raisons,

. un nouveau départ mieuxjpréparé de Lt'Union éconcmique et mondgtaire est le
seul moyen d'atteindre 1'objectif majeur que constitﬁe 1'lnion .européenne,
que les Chefs d'Etat ou:de gouvernement réunis & Paris en 1972 ont inscrit

‘au programme de la prochaine conférence au sommet prévue pour 1975.
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1. La recherche d'une unité de compte européenne par les

opérateurs
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LA RUCHERCHT DYUNE UNITE DE COUPTE RUROPETIND
PAR_LUS OPERATEURS oo

Louis Camu, Président
dgc la Rarauc de Bruxelles

L'ahandon du régime des parités fixes, les fluctuations désor-
données des cours des changes, et en particulicr le ditlabrement
récent du dollar, ont considérablement accru les risques iils '
aux placcments en devises ﬁtrangéfcs, et donnent sinsi un regain
d'actualité aux techniques de couverturc contre les risques de
change.,

Pour les opcrations commerciales, les méthodes ordinaires, . |
basées sur lc recours aux marchés A terme des devises suffisent
générnlement, Mais pourrles piaccmcnts cn ohlirations, 11 Faut
rechercher d'autres formules, en raison de la durde plus lonoug
de ces opérations, que ne peuvent couvrir lcs marchis T oterme
c'est ainsi que sont nées les diffirentes "Unitds de compte”
utilisfes dcpuis“1061 dans des &missions des secteurs public et
privé, Trouvaient-clles lcur place dans les cfferts d'intferation |
monétaire curopdcnnc, 3 1'instar des unités de comﬁtc‘officiclle—
ment employdes dans le cadre de la nelitique apricele communc,
¢t constituaicnt-clles unc réponse valable des opdrateurs devant ;

"&chee des politiques curopéennus ?  Pcut-on y trouver, moyennant
lcs modifications approprides, l'csquisse d'une solution au prohlé
actucl du placement ct da recyclage des pétrodollars, aue l1a mau-
vaisc tenue du dollar risaue de porter 3 s'investir eon W4, cn (
francs suisscs ou en francs frangais, &ventuellement contre le gro

des autorités non€taires de ces nays ?

I.- Nésultats des tentatives d'intéuration monétoaire

LCes résultats sont - dJdans les {aits - dicevants,

-

iintre le premier plan tunification wenitairve, “crit par

M. Naymond Barre en 1962 >t 1a fio 1074, on a curemistr”™ plas de

changenents de pavités officicllces déclardes ret «de variations des

cours entre monnaics de la CLELU, plus annles) au'entre 1053 ot

1968.
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c'est-d~dire pendant, les premidres anndes de 1'existence du Marché
Comrun., Le HMarlk allemand, lc florin, lc franc'suisse et le franc
helge ont Gté réévalufs, tandis que se dévaluaicnt la livre sterli
la lirc et lc franc frangais. Ces trois dernitres monnaics sont
rcstées cn fait dans 1l'orhite du dollar ct ont abandonnd 1'apparte-
nance 3 }a zonc monétairc curopfennc, rétrdcic i une zone Mark,

1 laqucllc s'attachaicnt quelques monnaics cxtra-communautaires,

En 1970, la Commission Werncr rédigceait un rapport comportant
un calendrier dont 1'ahoutissement &tait préve pour 1agp, Ce plan,
qui comportait notamment 1'abaissement progressif des margés de
fluctuation, dc fagon "définitive ct irrévotable' fut adopté le
9 février 1977. I1 n'excluait pas la modification des parités ou
taux ccntraux dans certains cas graves. [n mai de la mfme année,
la marge de fluctuation du DM., puis du florin, sautait comme un

verrou trop faible.

En avril 1972, un nouvel accord, toujours pour la riduction des
marges dc fluctuatioh, et une concertation sur les .opirations de
secours mutuclles entre hanqgcs_écntralcs, tait conclu,  Tn juin
de 1a m@mb_année déji; la livre décrochait, 1alFr&nce renforgait
le contr8le des changes, la couronnc danoisc prenait du champ.

"En 1974, 1lec flotteﬁcnt des trois monnaies parri les plus
importanfcs de la C.E.E. a détruit 1'illusion de cohfrence et de
stabilitd de 1'ensemble., Méme a 1'intérieur de la concertation
dénommée '"scrpent', la possibilité dc modification des taux cen-
traux cntreticnt une inquidtude, qui rend le systéme fragile,

La limitation déclarée des mouvements do chanfic continus n;annn]
te guére do¢ confiance ou de garantic,iorsaue 1'on sait ane de<s memn
ments discontinus plus substanticls 5¢nt poséiblcs. Au moindre
indice ou commentaire indiquant cette possibilitl, lc risaue de
change augmente ¢t avec lui la-chance de voir sc réaliser 1la

modification du taux prévuc,

Le scepticisme des opdrateurs aurait pu §trce atténud par 1'exis-
_tence d'un organisme central, Ic "Fond Luropéen de Coopération
Monétaire”, (FLCOM), qui cfit disposé de¢ moyens suffisants pour
intervenir cn monnaics de pays membres de la Communauté, Mais .cet
organisme est anémique, ct méme ses interventions utiles n'inspi-.
rcnt aucune confiance en raison de 1'étroitesse dec scs movens. Tl
en va de méme des concours 3 court terme entre Zanques Centrales.

92/140

e a e M,

20/10/2014



(Cvce www.cvCe.eu

-1

Aujourd'hui, 1l¢ zonc mondtaire du Nord - la zonec MM, - ne
correspond plus i la C.L.L. ct sa monnaic dominantc cst trop forte

pour faire croire 4 la stabilité.

Par aillcurs, la politique monétairc commune n'a apportZ aucunc
amilioration 1 la liberté dc circulation des capitaux, ni néme 3
la coordination des limitations imposies A cette liberts. Aucunc
distinction ne fut faite ¢n faveur de la libre circulation intra-
communautaire, ¢t les suspicions ou spéculations d'origine extra-
cormunautairc ont pu amplifier les sentiments d'instahilité déja |
sulfisampent génantcs 4'1'intérieur-de la C.E.T. La misc cn ocuvr. i
dtactivités financidres communautaires (budgets, fonds divers,
gestion d'instruments communs) sur des bascs rationnelles, devient -

clle-téue une impossihilité depuis plusicurs annféics, _ |

La conclusion cst dvidente ; les opérateurs estiment que 1l'int”
gration monétaire de la zone C.E.E.. - zopnc ontimalc pour toutes (
les raisons décrites par 'lundell - n'existe que dans 1'Burope des

discours.

I1.- Les solutions pratiques trouvies par lcs opératecurs

La remisec ¢n question du dollar - la monnaic la plus utilisde
cn matiGre d'curo-émissions ct la clé de volite du systémec - et
les dchees des projets d'unification wondtaire curopéenne, ont o
incité lcs banquiers 3 imaginer des formules susceptibles de, |
procurcr 3 1'investissement international unc protcction coﬁtre
les risques de change. Cette protcction a pris la forme d'unités
composites cnglobant les principalces monnaics curconéenncs, ou -

d'aggrégats dc devises nationales dec la Communauté. .

L'unité de compte (U.C.), cré&fc en 1961 par la Krcdiethank,
aprés de longucs ¢tudes au scin de 1'Tnstitut Tnternational ! /
Etudes Bancaires, constituc une adaptation orierinale au domaine

privé d'unités utilisées dans les relétiOns entrc Etats, d'abord
dans le¢ cadre de 1'Union curopéchnc des payements, puis au secin du ’
Marché Commun, = La formule initiale utilisée en 1961 reposait en

effet, sur les monnaics des 17 pays membres de 1'U.1.P. & présent
dissoutc. La formule modifiée, utilisdc depuis le début de 1973, }
ct fort proche de 1la notion de l'unité de compte agricole de la l
Communauté, est fondfc sur lcs monnaies des 9 Ttats membres de la
C.E.E., pour_aﬁtant qu'clles rémplissent deux conditions : a) avod

-une paritd ; b) voir ses .ours sur lecs marchés des changes mainte-

I’." 13 '- ll ¥ . 1
nus 4 l'intéricur des mat -¢s de f1uctuation établies nar le

Chanmeni
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[

des Ministres de la CL.E.E. (¢'est-d-dire 1 1'intéricur du scrpent).
51 ccs monnaies sortent du serpent ou n'ont plus de parité, clles
perdent automatiquement le statut de monnaic de référcnce. La
conséquence pratique, & 1'heure actuellb, c'est que le franc
frangais, la lire, la livre stcfling ct la livre irlandaise ont
perdu ce statut, et quc 1'U.C. est momentanément lide aux cing
monnaics restantes. LEn cas de flottement de toutes les monnaies
(hypothése d’abandon du '"petit serpent?) I'U.C. scrait assimilée

4 la plus stable d'entre clles, decpuis la date d'#mission jusqu'au

moment ol il y aurait 1 nouveau des monnaics de¢ réfiérence.

En dehors de.quelques diffdérences dans 1'application, 1l:os tech-
niques des deux formules d'U.C. sont identiques.

L'U.C, est égale & un boids de 0,888761 gramme d'or fin ct pcut
ainsi &tre exprimée dans les monnaics participantes par le hiais
des définitions officiclles ou des taux centraux., Les reclations
cntre U.C. et monnaies la composant, existantes au moment d'une
émission en unités de compte, constituent les "parités de hase"
une modification de la définition~or de 1'U.C. ne rcut intervenir
que si deux conditions sont simultanément remplies :. toutes les
monnaics ont de nouvellcs définitions officicllies différentes de
leurs parités de basc, et une majﬁri%é de modifications {lcs deux-
ticers dans la premicre fbrmule; la majorité des 5 monnaics restan-
tes dans la secconde) intervicennent dans le m€rnic sens. Clest le
plus petit changement constaté dans le groupe majoritaire qui scra
apnliqué i 1'U.C, |

L'application de ces régles dans la prntiduc signific que 1'U.C.
cst restée inchangde pour tous les emprunts, sanf les trois pre-
micrs (2 cmprunts SACOR ¢t un emprunt de¢ la Panque Comnunale de
Norvdope, qui Gtaicnt sounis i des, régles spéciales de modifica-
tion). '

La r8sistancce au changement de 1'U.C, c¢st donc telle que le
porteur d'ohligations libellées c¢n unités de conpte n'y trouve unc
protection que dans des conditions bien préciscs @ c'est cssen-
ticllement 1'investisseur dont la monnaic nationale c¢st faihle qui
y trouve une protection (contre la dévaluation «de sa nroprc mon-
naicj ; en revanche, pour un investisscur dont la monnaie cst

forte, unc réévaluation sc traduit par unc diminution de ses

revenus exprimés dans sa nonnaie nationalc.
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L'investisscur dont la monnaice nationale a &té rédvalude ou
dévalude, se trouve donc dans unc situation. identique I tout inves
tisscur en devises &tranglres . Par contre, le risaue 1i% % une
nodification de parité d'une monnaic Gtrangl@re se trouve limité,

¢talé en principe sur les ncuf monnaics curopdennes,

Le prétcur trouvait dans qcttc‘fbrmulc‘un avantage psycholo-

gigue, et 1'emprunthr-sophistiqué un avantage de taux ¢ elle eut
denc un certain succés dans lc dqmainc-ﬁcs‘émissions internatio- ;
nales, puisqu'clle fut employée, entre 1961 ct janvicr 1975, dans .
54 ¢missions publiquecs totalisant 729 millions d'U.C., (fquivalant !
a 877 millfoﬁs de dollars). Des entrepriscs publiques ct privées l
de pays aussi différents que le Danemark, 1'Afrique du Sud,
l'Autriéhc, la Norvégb, 1'Irlande, 1'Italie, la France, le Portupa’
1'ont employée. Ce qui prouve 1'dtenduc gdographique du hesoin de ]
stabilité. Mais le total de ces émissions reste insignifiant ,
(3,2 % sculement)par rapport 3 cclui des dmissions intcrnationales ’
en curo-dollars ou cn curo-devises qui a atteintvquclque 33 mil- ’
liards de dollars. . , o '

| | |

Conscicnts des limites de la protection offcrte par 1'U.C.,

les banquicrs imagin&rent yne autre Unité !lonétaire Turonéenne !

'i.C.U.  La diffSrence cssenticlle réside dans le fait que nour |
un enprunt 1ibellé en T.C.U., les paritds de base existant au
moment de 1l'dwmission restent valables pendant toute la durle de - /
1'ewprunt.s L'E.C.U. ne constitue rien d'autre qu'unc application |
spécifique de la formulc classique d'option d¢ chanpc, rattachée
A une nouvelle dénomination. "L'investisscur ne sc trouve plus ’
‘seulenent protégeé contre unce dévaluation de sa propre monnaic, ‘
mais il profitc ¢palement de toute rédvaluation d'unc des monnaies

de référence. ] ' ) '

6 monnaics de 1a C.E,E. et le dollar au moment ofi 1'&mission

Les parités utilisdes dtaicent-celles appliquics entre les
avait licuy

- la C.E,LI. nc comptait encorc que 6 membres. Au cas ' ’
olt d¢ tels emprunts scraient €émis aujourd'hui, les ncuf monnaics
de la C.E.E. devraient normalement &tre priscs cn considération . . ‘
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L'E.C.U. fut utilisé quatre fois, ct détail amusant, par le Brésil
et la C.,L,C.A,., pour un total de 165 millions de dollars. Comme
lc libre choix de la monnaie est donné au souscriptcur, tant nour
le paicement des intérlts auce lc rembourserient du capital, il
stagissait d'une formule cofitcuse pour lc déhitcur, qui devait
assumer, i plcin, toute modification du taux de change d'une monnai
de référence. A ce titre, un cmprunf en L.C.U. constituait de sa
part un acte de¢ fot dans la stabilité des parités 3 l'intéricur dc
1la C.L.E. C'est sans doute pourquoi cctte formule fut rapidement
abandonnéc ; et aussi lonctemps que scra maintenu le systimc des
monnaics flottantcs, il n'y a pas lieu de stattendre it dc nouvelle
émissions ¢n E.C.IJ,

Par contre, les titres 1ibellés en E,.C.U.,n8zocils sur le
marché sccondairc, font largement prime : les cours ont d&jid
considérablément devancé les &événencnts monétaires ; de ce fait,
l¢ gain de change pour un investisscur désirant aujourd'hui entrer

dans le marché est fortcment limité.

Lc Luropcan Composite Unit ou RURCO, &galcment fondd sur les
9 monnaics de la Communauté, est composd d'un nombre fixe d'unités
de chacune d'entre clles. La valeur de 1'EURCO est calculde en
fonction des cours cffectifs du marché, ct s¢ modific pnar consé-

qucent d'un jour & l'autre..

Ltant un cocktail .de 9 monnaics, son originalité, comme dans
un cocktail, réside dans le dosage. Dans éa'comnositiqn, on a
cssayé de tenir compte du poids respectif des pays dans 1'¢conomic
curopiéenne (commerce extéricur ct PMB) tout en augmentant quclque
peu la part des monnaics "fortes" cn vue de¢ renforcer 1'attrait
de la formule.

o

~ Pondération du BM 29
- du FF 20
de la B sterling 15
de 1la lire ital., 10 %
du florin néerl, 11
du FB - 10
de 1a couronne D.

P

=

o8 o o

o

de 1la § irland.

3

1

du F.R, luxemb, 1
100

o) o
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Cette dernidre particularité a rendu 1'BEURCO difficilement ac-

ceptable politiquement par les autorités officiclles des navs dont
la monnaie &tait jﬁgée faible, ct imposait des chanpements répétés
de la pondération, déroutantes pour le marché, chaque fois que les
sptculateurs modifiaicnt lcur attitude quant & la force ou i la

faiblesse dcs monnaies de référcnce. Fn outre, dans cette formulc
les conséquences de modifications de - la parité d'une monnaic indi-
viduelle n'étaicnt pas &limindes. Les investisscurs des pays dont
les monnaices sont peu ou sous-représentfés courent presque intégra

lement le risque de révaluation de lecur propre monnaic,

Les investisscurs importants (institutionncls) ont quclouc peu
boud& un cocktuil de monnaice qui leur £tait imposé
alors qu'ils étaicnt en uesure de réaliser, en diversifiant leurs
placenents i leur gré, un dosage de leurs investissements répon-
dant 3 leur propre jugement, . Do plus, les difficult?s posdces au
marchi sccondaire ont également constitud uh frciﬁ i la gAnérali-
sation de 1'EURCO (sa valeur varic chaque'jour, sur hase des
cours pratiqués A la Bourse dc Juxemhourg ct la prévision d'évolu-
tion de cette "valceur ahstralite™ parce que.compositc, nécessite
un travail de réflexion évidemnent plus complion? gune s'il s'agis-

sait d'unc prévision sur la valcur future d'unc scule monnaie).

Les investisscurs ont donc aceneilli ecette farmnle aver des

sentiments partagés : trois &émissions ont vu le jour - don
deux pour la Banque Luropdenne d'Investissements (B,1,I.) - pour

un montant total de 110 millions d'EURCH, équivalant 4 138 million
de dollars. '

Au-deld des formules d&jd appliquées dans des émissions inter-
nationales, d'autres propositions d'unités de compte sont dans
1'air, qui tentent de pallier les inconvénicents des systdmes exis-

tants.

Le I'rofesscur Triffin, de I'Wniversitd Yale, a lancd 1'idde
de 1'LUROPA, qui combincrait les avanthgcs de 1'1],C. seconde for-
nule et de 1TEURCO, cn &vitant leurs inconvEnicnts i il la définit
comme un cocktail de monnaics, mais. avec une pondération pcrma=-

nente. FElle ne varierait pas chaque fois qu'une seulc mennaic

s'apprécicrait ou sc dépricierait, nais sa valeur courante reste-

rait équivalcnte i c¢clle dJde la monnaic dont le cours cffectif de
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marché scrait resté stable ou aurait hougé le moins, Calculé de
cette maniére, 1'FEUROPA maintiendrait, par définition, lc maximum
de stabilité vis-i-vis des monnaics de la Communauté priscs dans
leur cnsemhle.

L'adoptidn d'une unité de change communautaire ﬁarait parti-
culi¢rement opportunc au moment ol la Communauté cnvisare d'émettr:
des emprunts internationaux, notamment pour rccycler les pétro-
dollars. On aurait le choix entre 17 formules différentes qui
ont €té analysics, cntre autrcs, dans le rapport du Comité des
Onzc cxnerts auprds de la Communauté, réunis en 1973, DParmi ces
~différentes propositions, la préférence des thforiciens va i une
unité de conmpte qui conscrverait un pouvoir d'achat constant.

Cette idde est notamment avancée par lionsiecur Jacques Riboud,
(qui proposc, sous le¢ vocablc d'EUROSTABLE, unc formule nouvelle,
consistuant cn un aggrégat des monnaies de la Communautd ct qui
posséderait la propriété de maintenir, & travers lc temps, la
constance du pouveir d'achat des monnaies de référence, Techni-
quement, les taux de conversion des monnaics eufopécnncs'en

Ly

EUROSTABLES 'seraicent calculé&s chaque jour, de manilrc % rcspecter
les rapports entrc cux des taux de change de ccs‘mnnﬁaics,natio—

‘nales, tels qu'ils résultent des marchdés, FEn méme temps, on ferad
en sorte que le m@&me nombre d'BURDSTABLES permette de se procurer

un "panicr" curoplcn constant de bicns ¢t de scrvices.

Cette idée figure également au n~ubre des nropositions faites
récemment par 1¢ Professcur Triffin, aqui envisapc la possibilité
d'émettre des obligations indexéces sur le cofit de la vic ou sur
un "panicr" de matilres premiéres ou de produits manufacturés

importants,

ITI.~ Conclusions

Les ciforts des onératcurs ct des banquicers pour trouver des
solutions pratiques aux problémes posés par le retard d'intégratic
nmondtaire n'ont gucére €td ratifiés par les marché, Le dollar

domine toujours par les velumes traités tant dans les fmissions
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internationales 3 long teorme que dans les crddits financicrs 3

moyen terme, qui tendent aujourdthui 3 cp prendre le relais.

Adanmoins, le succds nartiel de 1'U.C., de 1'E.C.U. ct de
1'TURCO mérite d'&tre retenu, face au manque de souticn officiel,
rouvernemental ou commupautaire. L'approbation du souverain a
fait défaut, et 1c support courageux de deux grands vassaux - la
C.E.C,A. ct la B.E.I. - n'a pas suffi,dans un climat d'incertitud

monétaire grandissant, 1 crécr 1l'adhésion du public.

La condition de rdussite d'une unité de compte europdenne est
donc sa consdcration par la C.E.T. clle-méme : une simple déclara-
tion 3 cet Ggard est insuffisante ; il est nécessaire qu'une
formule précise soit adoptée par la Communaut@ tant pour ses
opérations internes (hudget, agriculturé (FECOIN)) que pour ses
relations financiéres externes (emprunt communautaire, par
exemple). Clest la Communautd seule qui peut cristalliser la
définition de¢ 1'unitd dc compte et cn génfraliser l'cmploi.

L'actuclle faiblesse du dellar, ou son instahilits, ct
1'importance du probléme du recyclage des pétrodollars ajoutent
aux chances de voir sc dégager unc unité de compte cﬁropécnnc.
Non sculcnment, elle sc substituerait i cet étalon-fant8me, ce quc
tout lc¢ monde souhaite, y compris les anmdricains ecux-mémas, mais

“e¢lle transcenderait les mornaies curopdennes cxistantes, ces mon-
nais nationales ‘concurrentcs qui, par calcul ou par faiblesse,
steflfacent lTorsqu'il est question de leur faire joucr le rdle

d'instruments de réserve,

Quant d 1'opinion publique, elle acgueillerait micux qu'aujoun
hui une Lurope dont la monnaic serait plus stable, donc immunisée
cn quelque sorte contre 1'inflation, cctte maladie angoissante

qui n'@pargne aucune monnaic,
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Document written by I. FOIGHEL -

1. The Institutional and Legal Problems in cemnection with an Erternal
Borrowing and an Exchenge Stabilization Fund for the Community
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Prof. I. POIGHEL . UEM- 62 D-1

The Instituktional and Leaal Problems in cannection

i
with an External Bor-owing amed an ESxchange Stabilizatilon

Fund for the Community

-

[
The creation of an Ecdqomic and Monetary Union as a part

of or in connection wi&h the EEC has been outlined in

the Wé;ner~report bas%é on the cutlook possible at the
end of the &0es. The werner—report includes a design
for the decisionémakiqg process mainly based on gnnual
surveys, and decisions made by the.Codﬁcil, the.Commission
and the Committee of Governors of Lhe Central Ranke,
The Wernsr-~report indicates new institutions but keeps

S | the power of the decision-meking
institutioﬁs - at_igast as far as. the main suggestions

are concerned=-inside the scope of the Treaty of Rome

On the other side the suggestions made have not préven
véry effective, and the political backing and thereby
the will of the Council to make deéisions and to implemént
the ideas of the Werner-report has been lacking.

e
This has created the wish algb from a legal point of view
to try to suggest new designs for institutions with
power different of the power vested in.the existing organs
thereby to try to re-vitalize the notion of strengthening
the Buropean cooperation in the economic and monetary
fiélq; By considering such a project it has to be born

in mind; however:
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1°  that the political climate in Burope does not seem
favourable to alterations in the Treaty of Rome,
2°  that the political development in the member states

in connection with the ﬁajor economic problems facing
these states today and in the foreseeable future
makes it unlikely'thét the governments will be ready
" or able to accept decisions on majof political issues
made by organslcompletely outside the ordinary national
pelitical estéblishments. Of course the pélitical
development in‘the intennationa1 economic field also
act as a catalysaﬁor for *he Oppoéite approéch i.e. a
more EﬁrOpean soiutign of the nationai,econom;c and
:moneﬁary problems. ~However it is aE least doubtfﬁl
whether the necessity_of cooperation cutweighs the

political resistance against such cooperation.

The problem of
overcoming™ the polltlcal doubts and hindrances necessitates

in any case a clear definition not onlg of the geals or the
objectives which should be acﬁievéd, but also a clear
definition of the decision-making process which may be a
lcéndition for the achievements of the defined geoals,

-

It may however be pertinent to make two observatlons:

1) While the description of the necessary institutions
and the formulation of the procedures they should
follow is a legal task, it goes without saying that

the technical (Iegal) frame for Zuropean cocpuration
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might in a dzcislve way influence the outcoms of tho
cooperatisn. It is rot only a qguestion of efficiency
or non-efficiency, it is mainly a cuestion of the
substance of the decisions. This means that before

a legal frame can be suggested, the political and

econamic goal should be well-defined and agreed upon.
2} Even if the overriding political goal is well-defined,
the implementation of such a goal leaves a number of

opticns as to

{A) the subjoct-matter for the concrete decisions

(B) the oraan which should make the decision
{C) the compztonce or the power which - in the

decision-making process at larye -~ should be

vested in the crgan,

*Even if it is possible from an analytic point of view to
make a distinction between (A) subject-matter, (B) organs
and {(C) competence, there is a close and natural inter»
relation among (A), (B) and (C). 1If it is decided to
create a Balance-of-Payment Fund or an BEuropean Energy
Board or a new monetary system, a ~EURQPA, the cholce in
the instituticnal and legal respect is of course.limited.

On the cther hand if a European EMU has to respect the

widest self-determination of all the member states, then

the competence of the organs has te be rather modest and a
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numoer of gubject-paiiors s by this proviss excluded

from regulation.

P

In the renort of the Study Group it is preoposed thab an
External Borrowing and an Exchange Stabilization Fund

.

for the Community should he established. It is furiher

sugjested that the coperations of ths Fund should be
carried out by the European Monetary Cocperation Fund,
which has existed for the past two years. The TMCF, how-

ever, has had no competence. to make decisions on any
3 - P k b

substantial operational functicns.

In conducting the operations of the proposed Exchange

Stabilization Fund the following suggestions might be

appropriate:

1} AN independent agency should be set up, consisting
of experts representing the central banks and/or
the member states governments. The agency should for
obvicus reasons be small and shouid be able to meet
regularly. It could be a new agency or a group of
members of the Monctary Committee or the Committee

of the Governors of Central Banks.

it

2) The agency should have competence to make binding
decisions. The decision should be taken with

majority vote.

3) A statute for the agency.should be adopted, descrihing

-
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the formal and substantial comppetence.

4) As the decisions taken by the agency are of graat
importance to the member states, the Council of
Ministefs should give concrete and direct instructions
to the agency. These instructions shouid be adopted .
by the Council in accordance with fhe ordinary rules
of the Treaty as understood and appiied by the

Council.

5) The agency should nofmally only be entitled to act
within the scope of the ingstructions from the Courcil.
,ﬁf;ihOWGver, the Council does not adopt any ﬁontrete
instructiohs, the agency can make its decisions ac-

cording to the statutes for the agency describing in

general toerms the substantial competence of the agency.

By this system.of combined and shared competence between
the agency and the Courcil, it is secured that the Council
of Ministers has the decisive influence on the concrcte
decisions of the agency if the Council so wishes. On

the ofher hand,; i1f the Council 1is no; ready to act or is
not able to agree, it is secured that the agency can nake

the necessary decisions,

15T FOIGHEL

professor, dr. Jur.
University cof Copashagon

March €, 1975
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1. A Fiscal PFramework for Buropean Union

2. Bnergy scenario and European Energy Institutionsr,
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A FISCAL FRAMEWORK FOR EUROPEAN UNION

e s T

by Francesco Forte

]
1. Considering the matter from a purély theoretical point of view, the most

obvious public finance item for a European Union (EU) is public expenditure
on defence or military expenditure and policy related thereto. Military i
expenditure.is a "collective good" whose benefits (if any) accrue to the ;
generality of individuals without a plausible way of measuring the amount
obtained by a single person or business entity, and whose effects arise

in places distant from those where the services are supplied. Thus one

cannot argue about the correspondence between amount péid and benefits
enjoyed by a given area {as so often oceurs with the EEC agricultural pro-
gramme) nor can one argﬁe about the Fairness of the regional distribuiion

of the services (as occurs with aid to wnderdeveloped regions).‘Military
expéndity.e implying public order is conditional to all other activities:
therefore it is appropriate that it be undertaken by the top tier of
administ;étion, which establisheg the framework for the lower tiers and for
any other power, public or private. In fairness, military expenditure is
also one of the most controversial kinds of public goods: some may consider
as beneficial particular units of séryice which others consider most
damaging. So that, even if, fechnically speaking, on the supply side this
could be considered a good with a very large area of diffusion, or the mosi
collective good of all, on the demand side one requires rather homogeneous
social groups to make this supply acceptable. We may argue that conflicts

of interests run across the countries rather than betfween them. But it

should be recognized that teo sufrender aﬁtonomy in this area is a very
delicate thing in which national identity may be very importani, to repre-
sent homogeneity. But if we assume that Burope wanis to be united, we must
also assume a rather high degree of homogenei$y from the point of view of
military public goods (or evils). It should be added that military expen-—
diture implies power for the suﬁplier more than any other public expenditure:
clearly it would enhance the power of the Buropean Union (EU) more than any

other public finance activity.
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Procurement for it would allow Eurcpean indusirial and technological

cooperation to develop.

But in proceeding from theory %o practice in this case there are several
obstacles, both historical and current. I do not need to list them here.
I only want to stress that if military expenditure became European, a
solid foundation for BEuropean public finance would be built, and the

remaining issues would become much easier.

2. Assuming that this cannot be dor:, we must adjust our reasoning to a second-

© 3,

best world, where EU public fin:nce must rely on less cohesive matters.

in my opinion, there are, however, areas where it can find imporiant elements
of cohesion: i.e. capital movements, investment, supply of labour. These

lead us to consider four topics:

a) jurisdiction of the EU in matters of profits taxation and perhaps of
taxation of personal income derived from corporations;

b) fiscal benefits in less developed regions of the EU and taxation of
investmenis in cdngested industrial afeas of it;

¢) public expenditure on unemployment and relaied contributions by

the EU;
d) direct invesiment by the EU of funds related to.social insurance where

reserves are requlred such as industrial injury insurance and additional

payments (perhaps of a voluntary kind)} for old age and sickness insurance.

If jurisdiction is given to the EU in the field of capital invesiment, it
seems logical that the entire corporation‘income tax should become &
European tax, administered by EU and used for its expenditure. This could
be the first "European Tax". Its revenuec is now about 3 % of GNP and this
could aiso be the size of the tax levied by the EU.

It is true that corporations are a phenomenon more relevant in certain
nations and less in others. But in shaping the new Furopean tax one may
take account of thisy at least to some extent, in defining the taxzable
subjects which do not need to be "corporations™ in the narrow sense of the
word. Needless to say, rates-should be uniform in the various areas of
the Union {except as indicated later under 4a)e Uhiformity of rules

relating to the concept of income and to its assessment for this tax will
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have i: ~ortani effects on asccounting. laws regulating corporations other
than fizcal law could also be mora easily unified; and mobility of corpo-
rations Trom one section of Buro;e to another enhanced. The hew European

monetary wnit could be emmloyed o oo lrng thie taxe. Tnspectors of the EU

Ll ched the wsvas e 0 o ook 1 oclon, assaring wniforiawy of criteria
SR L S-S A SN § I e antir. matter of international aspectis of
%G Lioa iz oLemil o 4 Ut with by the BU vis-a-vis "domssiic! (EU)
gt aatr i 4 el L an s and fuveisn (1on-BU) corporations with
‘ Pororritory.
s nesd like (o sbress thas “hoase prep cads include BU jurisdiction over

K

treatment of dividern.s for tax purposes: ¢bvicusnly since this matier
‘=pingss on the basis of parsonal inecome tax, & dividing line must be found
tetween the tax yield on dividends attributable to national governments
{oven if collected from the corporations) and the yieid attributable to
taxwvion of corpofa%ions i.ce to the BU. But in principle it is not diffi=-
cuit o find a dividing lines that part of the tax on dividends collected
£r... vorporations whaoh is egnivalent to fnal paild by wdistriboted profits
should be considerecd as Vcorperation fax", and the witholding on dividends
exceeding that rate should be cengidered as "personal incoume taxation.
lihat is important here is that a unifiad regime should be adopted, whereby
the tax treatment of all European reridents in receipt of dividends would
ba idéntical while non-residents (of EG) would have to undergo ancther

treatment (modifiable throush internation tax agreements).

The whole discussion on regional rolicies, at the EU level, so far has
centred on the amounts of wontributions to be paid and of benefits to be
received hy the various countries: i.e, has been a discussion on public
finance as a weapon fer incoma (or wealth) redistribution. As already
peinted out by Professor Giersch in his report on Monetary Unions, there
is another approach, which has to do with public finance as a weapon to
p:iomote efficiency, i.e. & better allocation of resources among areas,

correcting market failures as t¢ externalities.
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Cost. of investment in congested sreas must be increased to

take o .count of the '"gocial c¢orsts"™ of these investments in terms
of congestion, while invebtne ts i1 less developed regions must be
encouraged by taking sccount »f their "social returns" in terms of
pogitive externklitieag'ﬂere there is an area for "fiscal juris-
dgiction" of the EU both way.:. i.e. for fiscal incentives and -
fircal disincentives. Aud t ere is also an area for direct admini-
steation by the U, Fiescal jurisdiction without direct admini-
nivetion may have superficial results and cause tension between
the (EU authorities and national authorities who have to follow
tae rules set by théﬁformer. S50 that, as far as possible, it
uppears wise to concentrate the regulatory power and the taxation/
rublic expenditurelpowers relating to it in the same hands. The

EU nay discourage invesiment in congested areas through a licence
tax (or property tax) levied on plant-on plant and other

instellations set up there by business enterprises.
7

Whether this should be a franchise tax or a property tax is mo-
stly a matter of terminclogy, sinEé in both cases reference should
be made to the physical impact of the real investment, graduating
the tax accordiné to the size anu type of installatiocu t..rough
general predeternined rules. Buil obviosly here terminology has
also institutional implications, siﬁce matters like property
taxation might be thought to Ywelong to other levels of government.
¥hat is important, in the case 5f a franchise, is that it should
be a tax i.e. a price for soclael costs of congestion and not a
"yes or no" authoriti;, which would appear to be against the
phailosophy of the Rome treaty and too much of an interference

by the superior ﬁuthbrity in local activities. Corporation income
tax rates could be reduced by the BU in respect of investuments

in underdeveloped regions. In addition, it could pay subsidies
administered directly by it, to projects which have its approval:
this would not wipe out the power of national governments to add
other incentiv:s of tneir own, but these obviously should follow

certain agreed rules.
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5. Social security contributians in principle should be entirely harmonized
in the BAC area, not to distort the cost of labour within it. This
harmonization, in my opinion, is more'importaht than further value-added
tax harmonization, because one may normally assume that value-added tax
is mostly shifted forward in prices to final consumers and -~unlike payroll
taxes~ does not interfere with costs in the various regions and sectors
of activity. Some of the social seéurity venefits however enter into real

wages and may affect {in a downward direction) the price of jabour.

it im therefore inappropriate t¢ try to harmonize social security contri-
mitions without trying te harmonize also an important area of social
security benefits. In the limiting case, one might think that the entire
matier could be given to the EU, aé regards both jurisdiction and direct
administration: but this, while it may be a terminal objective, appears
{00 ambitious a plan as a siarting point. Differences in national systems
here are very broad at present, particularly for health benefits, old age
schemes and family allowar.es., What is even more important is that these
differences reflect different socio-economic conditions and different
historical trends in the labour movements. The areas left with which to
begin to build a European social security system, therefore, are wnfortu-

nately marginal with respect to the massive and growing importance of this

phenomenon. However they are not trivial., A first area where unification
appears appropriate is that of unemployment charges and benefits: clearly
with labour mobility within the EU and with the growing interdependence

of the economies of the LEIC, unemployment'becomes a FEuropean issue, both

zs a structural and technological phenomenon and as a business fluctuations
phenomenon, and is more and more related to amigration flows of manpower. '
fwtes of payroll taxation for unemployment social insurance are around 2 %
with the exception of France (iess than 0,5%) and the Netherlands (where

it ranges from 1,2 up to 8%). Payments as a share of GNP are rather unifornm
and represent a low percentage with the exception of Belgium and the Nether-
lands, where they are more important. Systems are very different from country

to country,bvut a general European system could be set up, allowing for
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national or local supplements to it. In addition to-contributions
based on payrolls, money from the European Social Fund could be
used to expand this policy which, in fact, would absorb some of"
the functions presently performed by that Fund, broadening and
making more systematic the entire area of action and relating it

to the policy for underdeveloped regions and for labour mobility.

6. The reasons for unification at the European level of industrial
injury social insurance are very different from those relating
to unemployment social ingsurance and policies. They have to do
with the fact that ﬁere redistributional elements and sociological
factors have minor relevance, while there are reserves to be
invested, which may represent an interesting tool of European
public fihance and monetary action. Payroll contributions schemes
here differ markedly: sometimes being uniform, sometimes differing
according to the risks involved., But a unification of schemes does
not appear too difficult: after all, where risks appear objectively
more uniform a differentiation according to the degree of risk,
does not change the distribution of the burden substantially.
What is important is that reserves could be invested in "Europa' and,

in any event, would increase the financial powers of the EU.

Another area of sccial insurance where unification may be deemed
appropriate in connection with reserves policies is that of

supplementary pensions schemes for old age and other causes of

retirement from activity.

Supplementary schemes but not the basic ones, for two reasons:

first of all because the basic schemes do neot involve, in most

cases, reserves; and secondly because they are too different from
country to country (and from cne category to another) and their
wvnification would imply an anormous amount of redistribution.
Ooviously supplementary regimes exist already in the various
countries, but they need not be abolished. They might be partially
merged in the unified European system. And, very important to stiumu=-

late this development, behefits could be paid in European currency.
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7. I would conzider that the minimum quantitative basis for European
public finance should be 5% of CGHP in direct sources.of revenue
levied and administered by the EU, Corporation taxation, licences,
social security payroll rates for indusfrial injuries and unemploy-
ment plus the exclusive right of Eﬁropa-issue may give a yield
reaching this ldvel, together with external custom duties. Social
security payments for supplementary pensions gnd the revenues
derived from reserves related to them, plus.revenues from other
social insurance reserves {(industrial injury) may help to maintain

this percentage over time, compensating for falling receipts from !
custom duties. ‘
|

To these "direct" sources of revenues, additional sources should i
be added in the form of a percentage of the yisld of the value-added 1
tax and, perhaps, direct contributions from the member countries. |
Another area of expansion of European public finance in future should |

be found in social security'finance, making it increasingly Burcpean. 1

8. Furthermore it should be emphasized that "jurisdiction" in given
fields of taxation (e.g. international agreements and the taxable
basis of the main levies, such as those on business énterpriaes)
and of public expenditure criteria, may be more important than
epecific administration of inen taxes and expenditures. At present
the EEC operates in these areas through guidelines and suggestions.
In some areas, instead, it should have direct legislative powers;
it should also have a general power to represent the EEC countries
at the international level (not only custom unions, but also
international tax agreements). This obviously implies a true
European democratic legislative body, to which these powers should

be given.
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Industrial Injury Paymenis as % of Sot.Sec.Payments

Belgium
-France
Germany
Italy
Luxembourg
Hetherlands

Unemployment Payments

Belgzium
France
Germany
Italy
Luxembourg
Netherlands

Belgium
France
Germany
Ttaly
Netherlands

Belgium
France
Germany
Italy
Netherlands

1970

4,6 -
4,6
3,5
3,5
7,0

1965

3,2
5¢1
4,6
3,1

7'6

as % of Soc.Yec.Payments

4,6
1,0
1,3
1,1
O .
4,5

Soc. Sec. Payments as % of GNP

16,3
17,2
18,8
17,1
19,9

Unemployment Payments as % of ONP

0,7
0,2
0,2
0,2
0,9

&4,
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445
0,7
1,0
2,1
0
3,5

15,2
16,9
17,2
16,4
16,2

0,7
0,1
0,2
0,3
0,6
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Corporation Tax Yield as a percentage of GNP -

1965 1971

Belgium 1,9 2,5
Denmark ' 1,3 1,0
France 1,8 2,1
Germany 2,5 - 1,5
Italy _ 2 2,1
Luxemﬁourg 3,6 ‘ _ 5.2
Netherlands 2,8 3,0

United Kingdon 1,8, 2,9
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ENERGY SCENARIO AND EUROPEAN ENERGY INSTITUTIONS

Report by Francesco Forte

What will happen

It is very difficult to forecast now the possible developments
in the energy sector. Prices have not yet found their own stability
level, and could still fluctuate wildly in the near future, Figures as

those in the Memo on Medium Term Economic Aspects of the Energy

Crisis for the community therefore should be considered provisional, So could
quantities produced in the Middle East: for some producers (i.e. Saudi
Arabia) the inducement to produce decreases with/the increase in

prices, Too much depends now on the political decisions that will be

taken both by producer and consumer countries, and by the U. S,

However, it will be useful to put down some tentative points which

seermn now to be the inevitable ocutcome of the present situation,

a) Energy will be dear in Kurope, possibly dearer in the

U.S. in spite of a tendency to some reduction of oil price possibly

in the next twelve months o;{.}fhe next years, This will have consequences

of some importance on the ability of some European industries i
(especially petrochemicals and heavy industry) to compete on the

world market, particularly with U, S, industries,

b) Oil will continue to satisfy the largest part of Europe's
energy needs, although high_ prices will bring old séurces, like coal,
and, perhaps new ones, to the competitivé threshold. Nuclear energy
will certainly receivera substantial boost but will not be able to change

the situation at least for the foreseeable future,

¢} The Middle East will not be challenged in its role of

prime supplier of oil for European consumption, Notth Sea and other

possible developments will not change the basic dependence of Europe

upon Middle East oil,
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d) Europe will bé embarassed by balance of payments
problems for many years to come. The foreign accounts situation
will be tight even in the Eighties, when it is hoped that Europe
will balance its books, For this reason, Europe will have less
room for manoeuvre in its relations with po‘Qre;' countries and
with the U. 5. ; the dollar might enjoy- a long period of unchallenged
supremacy.{ See Memo on Medium Term Econormic Aspects of

Energy Crisis, pag. 33-36).

e) It will not be easy to dispose of the producer countries’
money, both because of their limited “absorption capacity' and the
difficulty of giving them oppdrtunities for guaranteed investméht.
This will create monetary fluctuations and hot money runs, and

may add to Europe's embarassment,

- f) The economies of the various European ‘countries
will adjiust differently to high prices, energy shortages and ]
balance of payments problems and will thereby be driven along

different and diverging paths,

2. Conseguences for the Furopean Economy

The tentative nature of these points should not dissuade
us from discussing some of the consequences of the new situation
on the European economy, We have already included in point 1 a)

Europe's reduced competitivity, and our subsequent remarks Will
be of a general nature,

a) It will be more difficult to manage the economy, and
specially.to control inflation. The concept that the modern economy
can be '"fine tuned" at the pleasure of governments will be increasingly

disprovéd. The high prices of energy and other imported raw materials
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will add to built-in inflation for a number of years, The prolénged
balance of payments deficit will add sorne inflation particularly for
weak currency countries with fléxi‘ble exchange rates (but also for
those affected by them:, who will have an easier life, in case of
prices increases); and ﬁonefary disorder will provide additional

stimoulus or/and permissivity to it,

b) High energy pricés will influence the location of
industry, and broadly spkaking, of economic activity, Investments
chosen on the "cheaper energy' basis will lose t;)is advantage, and
areas long considered unfavorable (i, e. some coal regions) will
regain a much better position, The return to coal -~ even if tb be
welcomed - will in fact create a lot of problems (transportation,
pollution, etc. ) which until now did not exist or were not very

relevant.

_c) There will be an. effort to reduce the demand for energy
through more efficient consumption in industrf, in transport, and
in the home. New energy saving p-r0cesses will require heavy |
ihvestment,' and a well planned eifort on a very broad basis. The
abiiity to contain total enefgy demand without reducing production
will depend upon the s_ucc.es-s of this effert, both in_ the energy sector

(i. e. elec¢tricity production) and in industry, - ’

d) In order to reduce or offset the weight of oil imports
on the balance of payments, European countries will try to increase
exports, both in.genéral and to ¢il producing countries, with the
danger of ''beggar my neighbour' policies such as competitive

i
devaluations and competitive deals with oil countries,

e) High energy prices will spur exploration for new
reserves fn European countries and off-shore, and may bring back

previously non-commercial deposits to production. This may coincide
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with a world-wide boom in exploration for new oil and coal reserves.
A new impetus will also be given to applied scientific research on

new energy sources or on new ways of using the old ones,

1

3. Areas of possible European action

The points listed in paragrapﬁ 2) define areas of European

action, They indicate possible lines of development of EEC action

in new areas: which is particularly important, taking into agcount

the fact that it is easier to make the EEC re sponsiblé for new policies
than for old ones that have alréady been pursued by national
g;wernments. Ppint 24_1} covers very wide issues, which - in fai'rness -
were with us even before the energy crisis: they have been much
aggrayated and made topical by it. The nature of the problems makes
it very difficult to give hints on what specific policies Europe should
follow {this would be any way outside f..e scope of this paper). Suffice
it to say that the need for European economic control will become
>stronger and stronger,. and that the very chance of avoiding a major

crisis may eventually depend on it,

Point 2b) too deals with a problem that is already here. The
geographical distribution of economic activity in Europe is 'far from
satisfactory, ‘with conge'si:ed areas which keep on developing and
poorer areas which are not able to better their position. Left to thé
free working of“the&i'narket. the adjustments required by dearer
energy will create new and more intractable imbalances. There is

a lot to be 3aid in favour of European territbrial planning to correct

the present situation, and at least prevent it from getting worse,

T0
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The return to coal will increase the scope of a European energy
policy. On the other hand it will also give fresh strenght to the
attraction of the traditional industrial areas of Northern Europe,
due to the fact that transport costs are higher for coal than for

oil. This may require & European tran‘S’porE"pol‘:"Lby: with differential
rates for different areas. It may be difficult to give an indication
as to what policy to follow. It is encugh for the moment to state

the issue,

Point 2c)} and 2e) relating to the energy sector proper,
are of extreme importance, and are a great challenge to 'the
European economy. The search for n‘ew' éources or new methods,
and the drive to greater efficiency in energy consumption, will
require large capital outlay which could help considerably to keep
global demand at a’satisfactory level. Great store should be set on
these programmes, as itis hoi:oed that they will not only reduce energy
demand, and so imports, in the short run, but also increase Europe's
independence in the long term. Obviously, it would be far-fetched
for the Europeans to speak, as the: Americans &o (with some
additional reason. ) of self sufficiency; but certainly a coordinated
effort on the points quoted may bring great rewards, In this field,
it is not only necessary to coordinate national programmes, if any;
there is a genuine need for a common approach and institutional
guidelines at the EE(_], whereby Euroipea.n countries .coul-d pool their

efforts and achievements,

Point 2d) has been very much disc;lussed since the energy
crisis started., and 50 we need not delve into it. It i5 obvious that
a common stand (as it seems now beginning to develop) will greatly
increase Europe's politi;-:al credibility in the producer countries'

eyes and immensely facilitate the difficult task of creating and
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sustaining new flows of exports towarde these countries, As the
bulk of the new exports will be in capital equipment, the pooling
of productive capacity, technical knowledge and organisational
experience will be necessary if projects of sufficient size are to
be launched, financed and realized. The financing side, with the
possibility of creating jo.int institﬁtions with the Eurc-)pean and
the producer countries, will be just as important ad the ability
to gather the ﬁecessary know-how. This point relates the energy
issues with the issues of European monetary policy and w:;.th

"Europa'’ dealt with by others.

An EEC policy of exéhanging capital equipment for oii
would in due course lead to the coordination of oil supplies, which
would in turn allow the European countries to share the résulting
-benefits, But a common supply and industrial location policy requires

a common ¢il price policy, EEC institufions to set this policy appear

necessary. The importance of energy prices has been so drammatically !
stressed in the last year that there is no need to insist on it. The
price of ene rgy will certainly influence the compéting ability of
European industry; affect agricoltural costs; create new trends

in the location of industry through transport costs; and affect the
level of real welfare in the various region.s of the continent. If
European countriés have to develop togéthelr, they must have some
degree‘of control over ene'rgy prices, énd be able to i'ntegrate

various energy sources with different production and transport

costs., The European Steel and Coal Community did have a pri‘cg
policy for coal; and it,is very well known that coal prices vary : ¢
considerably for different mines, different ore grades, distance from

the consumption point, ecc, So the task of applying the European coal

T2
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price policy was by no means easy. Nevertheless, it was discharged

honorably, and it played a useful part in the European energy policy,

4. Consequences for European Indtitutions
The energy crisis is putt?gg\gﬁgiietu%?oggbéiﬁ over the
world, and is inducing even the more "laissez faire" governments
to intervene, This trend is already visible in the U. S. -and maay
countries in Europe and elsewhire, The European institutions are
subject to the same preésure: avoid-ing intervention at the Eu;opean
level may mean throwing away a very important chance, which may

not occur again,

The points we have outlined above give a basic idea of
the demands that are beeing made upon the European Community,

and the institutional inn_ové.tions needed,

The first need is for planning, and not onl‘y at the sectoral
level, European institutions. ére required to have a high degree -
of control over the European economy, if they (as above outlined)
have to support global demand; launch or coordinate heavy investment
-plans to adapt the European economy to the higher energy prices;
pool resources and research veptures in energy; correct possible
industrial location imbalances; deal with the producing countries
and control energy prices. -Without a proper plénning mechanism,
there is nonay of preventing the energ'y crisis from driving the
econornies of various Eurdpean countries further and further apart,
Plaiming at the EEG level - for the above outlined areas of action -
should cover the drafting of objectives, the choice of main instruments,

and the control of their actual effect. It may be too early to spell
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out the form and structure of such a mechanism, but is must be

stated that there is a definite need for such institutions, if European

Government is to became a reality,

Second, the energy sector requires“the“ speedy revamping
of existing coal and nuclear energy in#titutions. and the creation
of. ad hog instruments, similar te those of the CECA, which will
deal specially with oil in addition to coal and nuclear energy. Their
task as for oil will be to coordinate relations with the producing
countries, to monitor crude and products prices, in a word, to
evolve a European oil supply policy. Clru'.de oil prices will
increasingly corme under public control due to the widening scopé
of direct producer~consumer agreements, which will be negotiated
by national goverﬁmenfs, or-better still - by European institutions,
‘The integration of oil from this source with oil coming through

. commercial channels sﬁould be done By a Eurcpean institution,
which will also be responsible for controlling petroleum product
prices throughout Eurcope, Wide divergencies of 0il product pr;-ices
in European countries could, in fact, create serious imbalance,
Europe will have to be divided into zones and prices fixed in
accordance with the Community'é overall regional and territorial
policy. -

Planning in the energy sector will have to take account
of the need for a reasonable degree of security, and indicate the
best way to reach this goal, through stocks, by keep;ing on the

market energy sources that are only marginally competitive, and

by insuring a high degree of flexibility for European‘energy production.
"
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1. The Case for a European Parallel Currency
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I. The Case for a EFuropean Parallel

Currency

The caéa for craating s BEurepean Parallel Currency

ig based on the case againat the Werner-Plan.

e Werner-Plan almed at an exchange-rate union, i.e.
a system with irrevocably fixed exchange-rates. This

approach is bound to fail for the following reasons:

+ An exchanga-rate union resembles a price cartel. It
is wviable only in combination with a quantity cartel,
i.e. sn agreement {0 regulate supply. The guantities
to be regulated are the national money stoclcs. They
would have to increase in epproximately equa}
proportion to the member countries! petential output
in order to prevent disturbances from differences in

the rates of inflation,

- in alternative and more direct support for an
exchange-rate union would be an agreement with regard
to rates of inflation. Infintion rates would have to be
ronghly the same with some leeway for differences in
productivity growth end for price rises due to abnormally
high income elasticities of demand for the éxpo:ts of

a particular country.

-~ Lastly, the members of an ekchanga—rate union could
aAgtee on a common pace of wage incroasos with due
allowancae for differences in ﬁroductivity growth,

The purpose would be to have roughly similax increases

in national cost levels.

The rules to smupport an exchange-rate union would have to
be ladd down in advance, to be defined in an operétional
way and to be COmBinod with effective sanctions. Sanctions
would require a.aupra~national suthority. Exchange-rate
fixitiy that is not valldated Ly the necnssary policies

is bound to break down or te lead to a retreat from
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oo piv. Whis o aas 10 sooordance with the theory
syt Sarann Dot oywaieh s aestas that an improvement in

mog i napect may result in a grneral deterioration unless

it is accompentsd by comp eme tary impraevements.

. Ihn promoters of th- Ut vy sr=-Plan thought that olicy

i3

enrrdination would - .r < .bout automatically. (They thus
coihiered to what dn e \pmént ecbnomics is called the
cvdne oL arigdanced crowth. ) Sueh autematicy, however,
et ba sxpected unl-as tﬂ%?e is support from the 2
wneral trend. In fack%, the wind has been blowing in the
spopusite direction; wo have observed:
= Aar. inecreasing need for demand management and growth
vnlicy after the ond of the postwar reconstruction

veriod,

atrengthenirg of cost push tandeacies due to a

siowdown of real growth in some countries,
-~ the failure of U.S. income noliey in 1966,

= pn intensified sccial unrert and a fiercer struggle
with the income distributl- n aftsr the events oi May
1963,

~ the floading of th- werld +ith dellars in the second
helf of tho sixtlies,

= INETreasing PaTiiLos]

~atieas of governmenis and central

vanks vis=d-vis infistion in goneral.
i th rates of irfiation olese to or above 10 per cent
‘te differences .in inflation rates from country to
nmiey tend to becime av-antuated. Without a prior
retuiy bo condltlons a}p;uaching price level stability
there 18 little chance I¢v any return to .a system of
fixseld exchange-rates without restrictions on international
ravarnts., We are joiug {+ Llive watu floating rates

whether we iidke it oxr naet,
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It would be good if two principles govarﬁed the way

to European Monetary Union: gradualism and automaticity.
The first has priﬁa facie advantages as has been
experienced in the removal of tarifis. Automaticity can
take the form of a polifical commitment to A specific
time achedule or of a well=designed mechanism gbverned
by market forces. With all respect for the achievements
of enlightened politiclians and statesmen I am confident
that a European money will either be the creature of

a European state or it will emerge:-hecause the need for
1t expresses itself in the market. .

The market will decide what form the European Money may
take. Candidatel are .the dollar, the pound or any other

" member country currency - or & new unit which is launched

in competition with existing moneys. A new unit haé many

-obvious advantages. Its drawback is that it has no
history from which confidence can be derlved. And it needs -
‘OVerwhelming confidence untll it can claim to offer

similar scale economies as the dollar or the pound. The
confidence towards a new money must result from Promises

attachad to it, and the promise that matters is the

- promise of an interest which the holder can expect to

earn in terms of an appreciation vis-d-vis other moneys
and (posaibly also) vis~d-vie goods anq services.
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Possible Definitions of a

Common European Unit of Account

1. One of the functions a gocd morney has to perform is
to e a unit of account. 7n this function it has to
facilitate (ex post) profit and loss accounting and
(ex ante) cost-benefit accounting in all decision

making units.

¥hat a good unit of account wmeans 1s revealed in

liv]
-

pariods of inflation, When the value of money:
deateriorates the traditional use of historicai prices
in calculating depreciation allowances leads to an
underassessment of costs and to an overassessment of
profits. Some econcomic activities which are socially
wasteful, appear to be profitable. The‘result‘will be
a misallocation of resocurces. This is ﬁartlymorﬂwholly
compensated to the extent that inflation rTaises the
level of eﬁployment and capacity utilizatiﬁh-:‘;s it

- happens as long as inflation 1s at least bartly
unanticipated by wage and price setters.

3. Sooner or later.fizgmlzwi;mzﬁﬂ;;ggig_aggéticipated, inflation
‘must accelerate.m“'m%'Thiswid'the"ét&gélwe have reached
novw in most EC member countries and elsewhere. A return
to less dnflation bncomes mure and more urgent, but alsco
more and more difi'icult. One of the two solutions to the
problem of accelerating inflation'is the introduction of
a new unit of account. Inflation can thus support the

-

case for a Common European Currency. _ 3
L. It will be assumed in the subseguent discussion

= that a Furopean Currency to be called the "Europa" is to

be issued parallel to national currencies,

80 !
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« that the "Europa" is to be attractive enough to
squeeze national currencies gradually out of the

market and

I\

that the "Eureopa® is attractive enough to become

a world currency in the sense that it can successfully
compete with the doliar in interoontinentai trans=
actiona.

AttractiVanesé will, itherefore, be decisive in choeosing
asmong possible types of definitions for a Common
Eurcpean Unit of Account.

B Most appropriaté for individual users in the Community
would be a unit of account

- that had some relation to existing nﬁtional‘currencies.

= that was stabvle Iin terms of those commodities which
could be taken to rsprssent the inputs and outputs of

———

Tirma,

~ that was stable in terms of a representative basket of

consumer's goods,

G, An appropriate roiatlonehis P atweey, the "Furopa" and the
national eurronciss ecan e astablished 1f the former is defined
a3 a bag of the iatfes, Al Gawmipi® 18 furnished by the

" dencmination of the Zureo loans, whers an Eurco is the
sum of DM 0,90 (weight 28,9 %), ffrea 1.20 {weight 22.3 %),
£ 0.075 (weight 14,6 %), L 80 {(welght 9.9 %), hfl 0.75
(weight 10.1 %), bfr 4,50 (weight 9.5 %), dkr 0.20 (weight
2,7 %), Irish & 0,005 {weight 1 %) =2nd Lux frecs 0,50
(welight 1 %).
The rate between the numbers of units of any two currencies
in the bag is determinad by the {cross) exchange-rate
prevailing in the market and the relative weights. The
higher a country's o~ *na grecat:r i3 tha wveight of 1its
currency in the bag.

81

129/ 140 20/10/2014



(Cvce www.cvCe.eu

-1

7. The exchange-rates applied in calculating the number of units
of each currency can be fixed or adjustablé.
- A fixed system of rates - as implied in thﬁ Furco definition -
_«mighit soon become unrealistic,., If market exchanpge-rates continno
to vary under the impact of differences in rates of inflation,
e value of the Eurco in terms of goods and services will then

change according to the weighted awverage of the inflation rates

at artificial weights which will no longer reflect the relative

importance of the respective national GNPs in real terms.

- = If every currency revaluation’vis-a-vis the rest of the bncf
ware compénsated by a corresponding reduction of the number
of units of the.currency in the bag .and if - conversely - every
_devaluafion were matched by & corresponding increase in the
number of units of the currency in the bag, the Europa
would reflect the inflation rate of the member currencies whose

parity had not been changed.

- The Europa would have a:stable external value (in terms of

gold, SDRs or any third currency) if’ the previous formula
were applied with the modification that ,appreqiatibns and
depreciations were measured with reference to'gold, SYHRs or
any,third'currency. !

- The Europa would be tied to the strongrest currency in the

bag, if only devaluations were permitted vis-a-vis the rest
of the bag, if devaluations were compensated by a corres-
ponding increase 1n the number of units in the bag and if’

one currency (the strongest) would never depreciate.

- The Europa'ﬁould also be tied to the strongest currency

in the bag, if, in case revaluafions were permitted, they
would be treated as devaluations of the other currencies
in the bag.
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- The Europa would appreciate vis-a-vis any currency

in _the obag, if', during the period of reference,
avery currency would depreciate at least once
vis-d=-vis the others so that the number of units
of every currency would increase due to the

- compensation formula.

= The Furopa would appreciate vis-a-vis the strongest

currency independent of whether there were exchange-rate

changes and it could be made stronger than the dellar,

if the number of units of each currency in the bag
would be increased b? X =% per cent, whenever the
weighted average of the national consumer price indices
had increased by x percent; X could be of the order

of magnitude of 5, z'may be zero; but if anybody saw
advantages in an inflation which could be fully
anticipated, he could argue in favour of a =z of

one or two u.and a correspondingly higher interest

on claims denominated in Europas.
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Document rédigé par P. LYNCH

Document written by P. LYNCH

1. Monetary integration — A note on the Irish experience
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MONETARY TuTEGRATION

& nove on Lhe Irigh experience

by

Patrick Lyuoh.

"iy qft porais q? 56 demander si los sricovationg suivies
refletent de pgres ou de loin un debubt dv cuawcption dtune
vdritable politique régionale duns la Cowmunaute™ ©

Today the Republic of Ireland iz & small periphersl
European esconomy, but.by a mradex of hisbory its experience sheds
soma.lighh on the problems of a&chieving eccnomic and mogebary union

in a very much greabter geographliosl area such as the Buropean Econonic

Community.

Prior to the Union of the British and ¥righ
perlisments in 1801 each country had & separate currency and réﬁained
it until 1826 when both currencies were assimilated. (Incidentally,
ane member of the British parliamsnt ;uggestad-that it should be a
delcim'lr currensy! ). ihis ended a controversy over Irish monetery
édli'cy which had gone oﬁ for nesrly o 'quarter of a century. And, to
quote- Frank‘W. Ff?'btet'z, "For more than a century znd & quarter Ireland,
as part of the Uniﬁad Xingdom, as a member of the British Commonwealth
"of Nations, and as an independont Republic, has mrinbained its currency
at par with the British pound through redemption in Lf;mlon exchiigo
and sale of London exchange, in line with the recomiwndations of the

Committee of 1804",

The 1804 Committee to which Fetter vrofers producsd &

report by a United Eingdom Parlismentary Comiditee uiv "Fhe Cirsulating

Paper, the Specie, and the Current Qoin of Irzland". [t contuined,

P g - T
J. UBM - 18  DPapier de MM Clappisr et Brouwers : Alxlyss critique

de la premiers etape de 1'Union ecoacrique su monataire
européenne™ p.3

2., The lrish Pound (Allen &and Umwin, Lordon 1956) p. 62
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eccording to Fetter, “a lnrge part of the éoctriﬁe later iicorporated

in the Bullion Report on the ralstion betmeen monetary and banking

polley, prices, international paymen.s;, specle premiﬁm, and exchange

rates ..... - the sxchapge situation between independent monetery

systems in the aar;:e political soversignty ...."%. The gnllion Report

of the United Kinpgdom Parliamentary Committes was published in 1810;

it achieved popular fame in the Bnglish speaking world. and had an

influence on economic policy unequslied by any o.thar public documsnt

on monetary problems, | David Riocardo's name hed been essocieted with

it partly for iagandary reasons. In any event, the Bullion Report

became the orthodoxy ofrnine'heemth century British economlcs. Its

mein principle was that the monetary authority in en area can maintein

a stable exchange rate dhrough the use of its external reserves and

changes in c¢redit pelicy. This was the doctrine _acoepfed by

two difectors of the Bank of Ireland, Arthur Guinness (the great brewer)

and Williem Peter Lunell in thelr evidence to the Farliamentary Commithes
whose recommendations led to the assimilation of the British and Irish

currencles in 1826,

This poliecy of assimilation bad immediate deflabtionary
effects for the Iricsh mopetary economy. "It is ironical that the poliey
Vwith which Arthur Guinness was associated ag a banker wer iz of The
gauses of his ten bad years s & brewsr"®,  The assiniletion of the
two ourrencles in 1826 consolideved the progprescive revilusbtion of :he
Irrish pound which hed been depressing irish expor¥s sinco 181E, The
year 1826 marked for Irelend the beginning of an egonunic malaise
corresponding to whai Gresat Britain was to experiencs 2 She twentliein
century after the return tc the gold standard in 19e5, Until
comparatively ri%cjr%%}ry the economic stegnation <f Ireland, including

the great famine/g for most of the nineteenth cenburs has been expisined

3, Ibid p.5
4, Guinnegs's Erewery in the Irish Beonomy 1781 - 7+ Ly
Tatyick Lynch end John veaizey (fambric-o 18605 . o
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largely in political und saciel teras - and, iu sy opinion,
incorreotly. The adoption of Ie, w.&ifsa testnigues aud pust-
Keynesisn national income accounbing ..oepis have, Lowsever,
helped greatly in treating problems of economic development,

and the history of Ireleand in the nineteenth cenbury and awiter is

‘ 5
- no exception ,

The Irisﬁ experieﬁce strongly suggcsts that
the introduction of economic and monetary uniom is feagible in
en EEC context provided that the sgocial and regihnal policies of
the Community are alrsady sufficiuntly effective to provent a

one-way movement of the factors »f production, lebour and capital

from the periphery towards the csutre end so destroying the whole
ooncept of an economicelly and socially balanced community. Belween
1826 and the 1950fs there was almost continuous one-way mobility
of the two fectors labour and oapital wway from Ireland., . The
result was emigration, unsmployment and sconomic stagnation, Therse
ig little doubt that monetary umnion with the United Kingdom arrested
sconomic growth until such time as these doterrenis to growih were
identified and eventually off-set., In the 183G's & policy of
economic¢ protection was adopted., I% had limited swoozss and
is now disappearing in line with the liberalization of trade
internationally.  After 1956 imcemtivese for promobi'y sejors.
orisntated industries wers introduced. Im an; wewni fs nas haon
pointed‘ouﬁstariff Protection and sxgort subgidiieoz oo e oA0e

effect as devaluation of the ourrency,

The Trish experiencs would soiei ¢l L. . frats

many of the combtentivns of Sir Donald Moo Lo..zll 1n Li- ¢

-

6. See Ibid and Malcolm Gray The Highland

05y

6. See T,K. Whitaker "iicmetary Interrction
Trish Expariencs” Jiawt. A
Centrul sSank -7 ~-TTeLTT . TUTTRT
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Economic and Monetary Union which he presented at the second
meeting of the Group UEM-8, in Particular, perhaps, in his views on
the hermonization of fiscal policies, It points further

50 the necessity for adequete empﬁasia on the role 6f factor
mobility in an integrated currency ares, It also indicates that

8 certain regional sutonomy in monetary aﬁd aconomio matters is

possible and, indeed, useful in the context of planned economic

and social development.

Starting from the besic point of agreemsut
with Sir Donald MacDougall, thé Irish experience suggests: -
1, The distinctive feafure of a regicnal economy
as against & netional economy, is its opeﬁnqga; it
cannot influence the terms of ites "externnl®™ trade

in relation to its "internal" product.

2. Any sconomy - household, regional or national - must
balance its external account. A national (autonoﬁous)
economy, howover, has a wide meesure of discretion
(through import-control, fiseal and oredit poliey,
exchénge-rate policy) in relating the need for ths
external balance to the desirable volume of domestic
employment and. price %Yrende. For & regionAl economy,
on the contrary, prices are fixed extermally es are
export earnings and, to a veﬁ large oxtent, incomes
and sustainable employment. In short, & region is
dominated by exogenous detérminants unless there are

- gouniarvailing forces consoicusly deployed to preserve

thege elewarts of the region worth preserving.
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In the case of congested reglons the outwai-d movement
ofz;:otors of production, especially of labour and
capital may be considered an equilibrating one, This
movemsnt is 1lnduced by the externslly dominated level
of, and chénges in, economic activity. In the cese of
the large European paripheral regions, however, su.ioh
mobility in fact constitutes e destabilizing and &
gensrallj debilitating flight of capital and of active
population, leaving the region with'a dispropbrtionately
high per capita cost of social ssrvices and of infra-
structure while theit&xablé cap ciby o meet the cost

is reduced, This is the lesson of the Iriéh experience

up to the 1960's. A selid substructure of economic

integration is a pre-condition of monetary integration.

In the United Kingdom the transfers of income through

the central govermmert budget go & long way to offset

the scicia.l and inifra.stmctural cost of a backward or
depressed regilon and are; of course, very relevant within
the context of & Communlty Regional Poliey, It should be
emphasized that the cese for these {ransfers in the EEC

may bé considerably stronger than is at present generally
appreciated when such unreniunerated services as: pressrvetion
of énvii-onmen‘bal amenities ere brought into the reckoning.
Here again, the Irish experience provides evidence thet the
so~called egonomicelly depressed areas are, in foet, tlose
which nre of most relevance from the viewpoint of an
environment whoss ;ralues mist be assessed in aesthetic rather

{than in measurable ecoromic terms.

9l
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In regard to the extent to which ithe monstary and economic

autonomy of an BEC region in ihe EMNU may be possible, the

i Irish experiencecan ialsc be mere directly relevant,

perticularly if the probable development in the

EBC is:h devolution of the present natiomal

autonomies 'dowmvards to regions as well 'a.'a upwards

to Community institutions 7. Such concepts of
davolﬁtion as subsidiarity‘ would be consistent with
recent thought about publiec administration on the means

of avoiding monolithic centralism . I have already

-suggested thet there is urgent need for the EEC to devise

& modern system of public administration which makes

use of delegation, cievolution and the application of

the pz;incipie of subsidiarity if monolithic stultificetion
is to Le avoided. In any event, after & postwe.r decade
of near stagnation, dus lergely to fhe circumastances
described in paragraph 3 above, Irelsnd ventured into
planned "autonomous” eeonomic develo}ment which. soon
brought rela‘bivély rapid expansion, an end of emigration, .

a reduction in unemployment and to the flipght of capital

(there has, in fact, been & substantial ret capitel

inflow) and a marked improvement in living and in social

standerds genefal ly.

In the 1960's Ireland rejsoted the ideam and praclice of
ipolationist protectionism, It accepted fhe fact that a

small sheltered home merket could not provide employment

www.CvCe.eu

7. To complete the picture it would be useful to have

also a closer look at the regional exjerience of
Federal Germany.
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for its labour or capital, that an ability to compete
internstionally was essentlal, The scoromic growth of
the 1960's was promoted to & lerge extent by hesvy infre-
ctructural investment which had taken place in the 195Q'es.
In full reccgnition -of the openness of "Ehe economy, the
.objeetive wag exporf-led growth. In the Irish experience
the equilibreting movements of factors occur outside

ascertaineble "margins of tolerance™. Despite a particularly

- oclose monetary interdependence with the U,K., a domestic
interest rate p&ttarn'emarged in Ireland and the Central
Bank of Ireland has been eble to attain a certain degree of autonomy
in credit policy, An indepéndent incomes pﬁlicy is being
pursued thi(.‘.h.,r w-:i.thout belng pearticularly suc;:ze ssful, is ‘
csrtainly not less so then in other, much more autonomous '

countries, . ‘

7. What thd Irish experienga seems to suggest is that on the
baéis of adeguate external monetary reserves (net éapital
inflow igto the region) it may be possible - within
quantifiable margins of tolerance ag regards incomes and

owing %o ascertaineble frictions in capital movements -

_ to ettain a reasonable degree of autonomous, plamned economic
development (outside the straight- jacket of dependahse on
external factors) which may give the reéi.on en ade-qua.teﬂ
degree of self-relience to 'take off' into sustainsble,
commerciall& notivated growth. (In this connexion it might

be useful *o consider in some detail the stetement in the

paper by MM Clappicr and Brouwers that I have quoted as an

vrigraph to this note),
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This means, however, that the EEC system of public

-

administration must be suoh_\as to delegate to

regions s reasonable cepacity to direct their own
affeirs with the ability to raise locally by taxation
the amounts supplemented by Community regiopmal grents

necesshry o sustain the cultural, sociel end economic

viability of the regions.

94

140/ 140 20/10/2014



