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PREFACE

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

"in @iffereat scientific'$EEdﬂsﬁiétﬁhoﬁiBjéfélamgmﬁagﬁgﬁ%ﬁ@io@@s&&ﬁwt@pdraw up
a study oh econbmic and honeiary unioﬁ'(EMU)‘”The group of exverts,

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

under the chairmanship of Mr, MARJOLIN; forme? Vice-présidens of the
Commizsion, in charge of economié end monetary affairs. (The names of

the group members figure on a list herewith'attaohed)o

‘Another meémber of the group, Monsieur CLAPPIER, was called upon to
assume other resporsibilities which prevented him from continting to
pariicipate in the work of the group. The group sinaerely Thanks him

:{or the important contribution which he mede to its work,

In conformity with the mendate of the Commission, and in order to-con—
tinue in greater depth the examination of the development of economic

and monetary union within the framework of the estblishment of a Burcpean
Union, the object of the study has been to undertake an analysis of the
problems raised by the achievement of EMU taking into account the major
changes t0 be expected by 1980,

In view of the 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 problems to be tackled and in the methods %o 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 muance, The coherence of the whole

programre is more important than each proposal taken alones
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The result is that when onec speaks of Furope one is tallking ba51cmllv ahout
a geographical entity 51tuated between the U.S.:As and the U.S.5.R., composed
of States which trade intensively among thomselves but which in most other
respects behave in their national affairs and-in world affairs asccording to

tiie trends and the particular interests of each.

This situation is felt more or less clearly by the inhabitants of this avea.
The idea of a united Eurdpe, while enjoying the passive sympathy oL the
majority of the population in most Community ocountries, ds not one which
carries force. The goodwill with which it is generally received is usually
"accompanied by scepticism, besause of the lack of a clear political cormit-—

mont by political lesders.

The Furopean institutions carry out the r8le ashigned to thom by the treaties
of Parisz and Rome and watch over as efficiently as possible the execution of
these treaties and the administrative deoisions whiech have been taken since
their entry into force. The lack of any discernible progress for sceveral
years towards the unification of Europe mezns however that their authority

iz weakened and that they have ceased to be considered as the precursors

of institutions which will watch over the destiny of a united Eurdpe.

The Heads of State or of Government have decided to meet regularly three
times a year at the Council of the Communitiess It ig still Yoo soon to form

any judgement on the scope of such an innovation.

The centrifugal movement which characterizes national policies has deeply

" affected Community achievements,

Thé Comﬁon Agricultural ?olicy is in a state of crisis. The monetary problems
" which have arisen since 1969, and the frequént refusal of governments to

permit the pride adjusiments in nationnl currencies, which would normally

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

pavments of such oomplex1ty that it is 1noomprehen51ble to the uninitiated.
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The wnity of agricultural prices in the Community is damaged and the singid
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,s

The extent of liberaligation of capital movements within the Community is
less than it was at the begimming of the Sixties, Following the more or less
unilateral decisions taken by a certzin number of governments, the situation
in different countries varies considerably; while certain countries have
meintained the degree of liberalisation previously attained, others have
reimposed restrictions. No common strategy with regard fo extermal capital
has in fact come about nor does one seem capable of realisation in the ne=z
future,

The customs union for industrial and allied products. is the {true living
element in the Community. The considerable balance of peyments deficits
which several member couﬁtries Iave to face congtitute meanwhile a menace
for the free circulation of goods. If the situation is not dealt with ade-
quately, ag it can only be by a coherent body of appropriate national po-
hoies, Community actions and cooperative measures throughout the westernm:.
world (including Japan); there is a serious donger of sesing one country
or another mstore import restricidtons or have recourse to other measures

borrowed from the protectionist armoury.

2+ The reasone for the failure

‘The Croup considers that the causes of this failure can be traced back fo
three principdl’ones: unfavourable events, =z lack of political will, and :
insufficient understanding in the past of the medning of an E.M.U, and the
conditions which must be fulfilled if it is to see the light of day and be-
come operationals, ' N '

The unfavoureble events are the international monetary crisis which has shoken
the western world since the end of the Sixties, together with the financial
erisis brought about by the sharp rise in oil prices in 1973. These profound
disturbances had not been foresgen vwhen the decision to create a European
E.M.Us was takens They were not foreseeable, at least as regards the form
which they took and the moment at which they cocurred. ' '
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Like all orises, they could have besen the occcasion of progress, by provo-
king a crystallization of latent wills, Great things are almost always done
in crisess Those of recent years could have been the occasien for 2z leap

forward,

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

time did the governments really try to face together the difficult ciroum-
stancess Their will did not show itself as a European will, but a series

of national wills more or less unaware of those of the others, each one -
dbing its best to find its own way out of trouble., Attempts to face up to
the different crises through comminal action have been timid and short—live&.

The condequences of this state of affairs have been aggravated'by the fact

of the decision in 1969 %o 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 anzlysis, even appréximative,of the conditions to be
fulfilleds Tt was just as if the governments had undertaken the enterprise in
the naive belief that it was sufficient to decree the formation of éh EQM.U-
for this to come about at the end of a few years, withcut'gréat effort nor
difficult and painful economic and political transformations. - '

There was insufficient appreciation of the essential difference between
a customs union, as defined by the Treaty of Rome, and an Economic and

Monetary Union.

The Customs Union merely supposes that geovernments glve up, except in excep-
tional circumstances, the use, in the pursuit of their national interests,
of the instrumeﬁts of commercial policy, notably customs duties and quanti-
tative restrictionsj all the'othgr instruments of economic and monetary
policy remein at the dispositidn of each one ©f them.

In an Economic and Monetary Union, national gove:nments put at the disposal
of the common institutions the use of all the instruments of monetary policy
and of economio policy whose action should be exercised for the Community
as & whole, These institutions moreover mist have a discretionary power
similar to that which nationai gbveznments possegs now, in order to be

able to. meet unexpected events.
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it im nvnﬂtirnITy.*muo"sible to set out-in ﬁe*gil what, thése ins%itutions
uouli hzve to be or the T fdPCth“lnaa Oue cai. sag thBVbT thmt thay would
havra io include a Europeaa political. pawer —ﬂﬂ_éan 1mp?ntagt Cogqunltg_budget,
and an Lntegr;ted systen of central banﬁs,_ﬁhqy would be called upon %o
funstion in fhc appropriate fields_jnLd comparable way t? those,pf_a.fgderal

State.

What is now being questioned isg-the idea which has becn the basis for the
past 20 years of the views of many Auropsans, hamcly that a Buropean pblitical
wnity, particularly in the economic and monetary field, wlll come about in

an almost imperceptible way. This was the:Furops of small stens. Tt iz clear
that - expérience un 1o how shows nothing thot . supports the vnlidity of this
idea. One may legitimately wonder today if what may be required in order 9
create the conditions for an economic and monetary union is not perhaps on

the contrary a radical and almost instantaneous trangformation, coming about

“ocrtainly after long discussionsy but giving risc at a procisce point in time

to Furopdan politigal ihstitutions. . . - - Lo

mhcré*age,“ﬁr4iew of t?ﬁ =3ove ﬂnalv“is and given tha %nnér”l!-01¥t4ﬁal aud
seonoris ClTCum?tlJC”F wh*oh rﬁlst in Furome toaﬂy, it ﬂl& not seen ggefudic
to the froup to d?aw up a pW“q Tor EJM.U. which would have a sufilcaent_

dewreﬁ ‘of Grﬁﬁl“JlltV.

L

3l . -le j‘b’]u(“tlvr’ . K i . .f:'

Tha Gvouy, without uhdereqtlnatlnﬁ *be regults ootalneﬁ 7"r)"1 noTE +hlﬂ t"enty
wears of clifort 4o integrate Turupo ceononically, ig couvinced that fur mer
progress requires the manifestation of a political wili. This will is today
uncertain anl needs to show itself and to fortify itgelf by action, it 2 btime
vhen Burone finds itself confronted with redoutable dangors, under the nomes
of "irflation', "massive balonre of payments deficitg", "unemployment®, the
only reasonable and possidle way Tor the member countrids im to face togethor,
and in cooperation with North America and Japan, these perils, wifhout aslting

ton many questions avout longer tern provlems.

If im the presence of these grave dangers a minimum of waity and cohesion

cumsdt be created it cocs not seom very useful to pursue the diseussion on
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EeMeU, or European Union. But if on the other hand a common will emerges in
the next year a two, concerning concrete, pre¢ise and urgeni problems,
Burope will find itsdf at the end of this short period in a situation

such that the grand designs which have béen'discusséd-by the Summits of
recent years might once agzin seem conceivable, New plané‘cduid then e

drawn up with some chance of realisatione.

It is for these reasons that -the Group devoted a considerable part of the.
time available to it $o the analysis of the dangers which threaten not
only Burope but also each of the membor countries taken on its own, and

to drawing up a list of actions which should be undertaken to osvercome 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, take a certain
number of decisions whose effect is in the longer term end which wwuld
Enrease the degree of interpenetfationcf the Community economigs, re-
inforce fheir unity in face of the dangers which surround them and bring
nearer the time when the creation of'an'E.L.Uo might Be éeriouély envisaged.
These decisions concern primarily the abolition of obstacles to the movemont
of goods, services and capital; the development of fmnanclal solldarlty,

and the establishment of a Community budget on such a scale that the impor-
tent transfers which the maintenance of E.M,U. will require can toke place

end be Tinanced out of Communlty taxations



1T, MREEYT PROBLEM

Thre= gources of difficulties menace the Conmumity: inflation, unemployment
and bzlance of payuonts deficits. These threats reveal themselwvas in a crigis
atmosphere, in wich averyone wonders about the struchural char 1528 required,

the future level of growih and even ils naturs

T, Inflation

S ARNL00,
The rise in prices has not ceased indreasing during the last few years.
Consumer price inflation was about 3 % a year from 1958 #c 1968, on a weighted
Gammunity averages for the years 1939 to 1972 it reacked 5.5 %3 bui was

8.2 % in 1973 and more than 13 % in 1974. This acceleration is partly to e

.

"grplained by the esxpansionary measures taksn in tbe industrialised countries,
which weie similarly sxoessive following the minor fewession.of 19701631, On
the other hand governmenits and centrsl banlks let eypension take a grip in
1972 and 1273 withoui faking in time the restricrive measures reguired in the
monetary, =3 well as in the fiscal and budgebary fields. In particular sn
.increase in the volume of money in Member stetes of the grder of 9 =9 % a
year between the end of 1970 and the erd of 195 974 wag evidunily incompatihic

Cwith the objective of price stabiiity.

Tha price of industrial raw materials during a period of hi gh demand, even of
zrulation, increased very rapidly. The Communiiy was partly sparad the

Tise in the.pri:e of food thaniss to the Common Agricnltural Polioy. From the

swamer of 1974 the effects of price fmumsizoes in row materials on the genersl

price level have substantially wzakened.

The rize in the price of oil, intrading at the end of 1973, was much mors bruk:

:)

the direct inereased price of ensrgy accounts for a quorter or even a third of

-and ite consequences nuch despery as a resuli of its mechaniczal effect alm .

the increases chaerved in oconsumsr price levels in 1974,

TN T T

(1) in termes of input - output analysi:.
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At the start of 1975, there was every reason %o believe that the majority of
infla%ionary factors, as.well as the pressures on dewsnd and egogenocus

feators sach as the increased cost of raw materizls and enargy, had disszppeared
but one sheuld net overlook the need for sufficient iime to elapse for these
effects to have completely worksd throupgh. The prassure éf wage ccsts however )
remained stfcng althoasgh the situation varies greatly from 6ne country to annther.
In these circumstances one could exzzet = slowing of inflaticn in most of the
couniries withcut being oble to hope that it would be very significant,. The rate
of infiation established is too streag for behaviour to change from ome day to

the next.

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

This fight is sometimes made difficult by the complexity of those situation in {-

the Member states and their very-different positions inclusding in industrial
relxtiens. In effect, some countries such as (ormany which had applied the Trakea
suificliently edrly during the erpansionary phase possess an adﬁanfage with respoewh
4o the price stability objective, Nevertheless, it is preseutly a matter of simgi-
izneously fighting iuflationary pressures, through 2% different degrces, and
against a too marked slowing down in the eéonomic'activity accempanied by growing
unemployment. ‘

2. Ungrnloyment |

A%t the end of 1974; the Community had about three and a half million unemployeds
when relztcd 4o The aciive population thie represents a rate of 3.3 4, a figure
never bsfore aitained since the creation of the Community., In some countries

the proportion of unemployed in the working population has at that time exceeded gi

‘5 % (in Ttaly) and even resched 8 4 (in Ireland) while other countries experience~

=

a problem on a smaller scale i.e. 3 to 4 ¢ {in Frznce, Cermany and the United
Kingdom).{1)

In rormal times without doubt such a solution would call for restimulating the
economies by agsregate demand measures. In the actusl situation this evaluztion
mist however be tempered., Stimulation must have more ‘emphasize on investments and
should be more prozounced in the countries with a balance of payments surplus.

The deiicit countries should take the necessary meagures to adapt their preduction.

structirs 1o the now demands of the oil producing countries.

Gi $ Acocording to the forecasts made by the services of the Commission for 1975
(=mamal averaga), theme will be a slow desrease in the total unemp}ﬁxment
rete in relsticn 10 the position in Decemver 1974 (Ireland 7,5k, Y#aly 3,9 %
and the other countries arcund 3%). -

»
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O+Herw1se, it ghowld be eﬂuh;sszel that at the groseut stage, unemployaend

in part can be explained by structural phenomena, Changes in the production
equipnent have.bacome inevitable princinally in order 1o respond to the

new gtructure of demend indiced by the different hierarcPV‘o¢ prices (par—
ticularly by the increane iﬁ petroleum priceé)'and olvg GJPﬁgGS in thes world
distribition of wealth. Taking into account “the fricticns, the protable result,
during the next few years will be a slower growih and 2 higher and Ionger
Lasting strustural unemployment, An active labour market policy wil! therefore
become that much more sipgnificent, including ocoupational retraining assizbance
for workers togeiher, eventually, with cpproprizts changes in the wage structura.
Such actiona would also tend to increase the flexibility of +the econcmies with

respect to restructuring requircments.

3. Blo

[T

nne of Poyments DrPicits

S R el
Tha roturn to satisfactoryr equilibrium in the turrent balance of peyments
and that in an orderly manuer, is rightly the vital question For the pre~

serVation of the Commani+ty,

Thie massive iransfer of llquldity to the oil producing countriss has shaken
the fragile strucivre of the iunternatisnal monetary system znd changed the

gesgroph:o distribabtion of finzncisl rescurces,

Trne deteriobation of the terms of trade to the benefit of the cil producing

countrieg implies that the Commuiity should nrogrensively relescse the interzmal

ressonrces reguired to compensate for this debterioration by =dditional ecxports.

In feot, the oil profucing couniries are not in a position to immediately
trans Fovm all their adululonal gains into more imports. For severa! vears they
wili have a non-absorbed surplus, part of which will find i%s ecuiveient in

thie present Community deficiis.

In 1974, the extornal deficit of gocd and services of the Commimity rosched about
¥ it

S 12,000 mitlicn %o $'14,000 million. If one ecazn hope for a progressive dimi-

nution it will not be before some years have passed that an eguilibrium position

will te found. From now witil 1978 the scoumuisted debt of the Community could

aoo/ool
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clearly exseed ¥ 50,0C0 million and even resch § 100,000 million M), mis
phenomenon is more worrying given the very different situations between one
member counity and another, from a considerable surplus for(about 14 million
dollars) Cermany to a very noticeubie defieit for Itoly (sbout 11 Billion),
the U.K. (about 13 billion) and France (about 5 billion), Tuese cowntries
alone have thus rogistered a doficit in the order of § 29,000 millioa in
1974. ()

In thes~ ciroumstances, there is a danger that countries sxpepiencing the
greatest diffioulty might be tempted to adopt restrictive commercial measures
or bz foroad to competitive depreciations creating 2 chaoctic situation in the

erchange marksts and causing a crisis of the customs union.

Ons of the problems which Europe must try to avoid is the ereation of
excessing tersions between countries with surpluses and those with defiecits
in their cgrrent balance of payments. In some cases setting up Sohersnt

and order %1:°'01ng schemes would seem inevitable., These problems cannot be
gclved within the Communiiy alonz, but in the wider context including ihe .
strategy adopted by the three groups of countries concerned: the priacipal

petrcleum produsers, industrialised countries and, devel sping countrieas.

el S

‘ TCChomLe 1*uﬂﬁnon and madlgmnfafm.uut’ook document by'?nﬂ Furopzan

" Comrmnities (Beopomic Policy Committes) no 11/500/74 of 18 December 1974,
p. 30 and I3 lowing pages, espzeiaily pp. 50-53. The £igures calcowlated
in that sourso refer to the yewr 1978, ‘

(2} .estimztes of the services of the Commission.
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IiT. A SHORT-TERM PROGRAMITE C

A number of the formlated rccownendatlons .are stlll dlrected to
national governnents. In effect, oxcept for commerclal matters, Europb
has not ¢ chzaved sufficient integration of ecgnomlc DOllCluS to be able
to talk of & common economis polioy. Nevgrtnelcss, the rfle of the
AGommunltg and its 1nst1tut10ns could be decisive., First of all by D88~
ring the necessary éohdrencelof nutional pbiicy, followed by the initiation
of various actions, the effectiveness of which requires “that they be conducted
at a Buronean level. To this effect the group prupofes the crea‘b:r.on or the
develonnent apeclf1czlly of Comrmmmity instruments.

This shqrt term programme forms a complete wholes esach part only hés‘a real
nmeaning in relation to the whole. It would therefore not be sensible to

treat some clements ncparateTy. Ihe application of the oropesals can va"y from
one country to another.

A. The The poneral 1ines

,..*,____....

It is impbrt:nt to encourage productive investment in such z way as to
facilitate industrial restructuring, to develop new spurces of energy, 2nd
to 1ncrease, in generzl productlve eapacity to meet an increase in external

demand,

Fiscal mevsures w111 bo necesmary in certain cowitries but abovc all, it is

. important thut the rete of profit in real terms ceases to decllne and pro—
gr0331ve1y re-es tablls&es itself at a level adequate to cover the real rate

- of interest and thé investment risk. This is the condition for enterprises
to be able to finance and willing to undnrtuke the 1nvastments whlch will be

nbcesszry in the next few yesars.

Too fast an increass in wages and sclaries could compronise this 6bjegffve
and lead inewitably to an incrcase in‘unemployment. In these conditions,

- 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 they should be kept at their present level, to take
account of the losscs in the terms of trade due in particular to the rise

in o0il prices.

ur-/-..
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This result cannot bz obtained unless the govermnents and the soeial partaers
atterpt to conduct their disoussions in real'terﬁs. One way to resolve this
situation would be to index salaries, legully or in fact "to the cost of 11v1nv
Nevertholess, indexation is not in itself a maans of - combatting inflation.

It must be accompaonied by restrictive econonic and monetary policies. In any
case the indexation scheme should exclude $hat part of the cost increase which
is caused by the increase in indireot taxes and the rise in import prices,

If the fight against inflation is.successful, purchasing power having been
maintained by the indexation clauses, the salary and wage earmers could be
content with lower real woage 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 rezl wapges and salaries
which exceed the productivitj éains. It would result in unemployuent, as in the
case where, with cdllective agreements.without indexation, the anticipated rate

of infintion exceeds that of the realised rate.

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

of income must be sought through the use of fiscal measures, eﬁoep% in the countries
whers direct taxes are already high or.even excessive, This division éoul& be achie-
‘ved for examplé by 1ncrea81ng the burdens on the incomes and’ capltu] gains of the |

well~-off or.by tackllng ‘the problem of tax cvasion,

The counterpart to this social pact must be an increase in the allowmnces to
wage—earners in the case of unemployment, wherever these allouances zre fixed
at too low a level, and 1nrreased efforts to 1nprove occupationel training and

facil1tate employment adaptatlon.-

At a moment when inflation threough demand éﬁd 1mported inflation are coﬁ51derﬁb1y '
wezkened or have disappeared, such a policy should lead to a reduction in inflation
rates. The restriotive actions of governments and central banks could be graduslly
abandoned, thus hastenirg tue reV1val of economic acthlty. It wotlid be necesary

however to take account of the fact that in some’ membér states, 1nternal rlgidltles

a-o/--o
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could endanger decclermtlon of prices Hnd an adgustment of behaviour to a

‘situation of greater price stab111ty

2. Promotlng Financlal.Sav1ngs

The acceleration of inflation has caused a continued decline in the gapital
-markets which.has, in particular, been reflected in 2 shortening of lending
periods and, after, by negative real interest rates despite the zometimes

congiderable increase in nominal rates.

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

assets, purchases of bulldlngs, gold, etc.

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

taxation but nevertheless it implies the following advantages:

-~ It would'put z2n end to the uncertainty which at the moment plagues the na-
tional and internntional capltal markets, notably through the 1engthen1ng
-of meturity dates.

- Prov1dud that an effect1ve stab1lisatlon policy is- conducted durlng the
next fow years, the public authorities could borrow on 31gn1ficant1y mora

advantageous terms.

-~ The nr1v3to sector would be protected agzinst a crisis of over1ndebted~

fess. In the abscnce of 1ndexat10n in as far as commitments could be under-

token in a period of 1nflat10n at relatiVely highg nominal rates of interest,

‘the progressiverrenlisation of greater stability of priced would mean an
equivalent rise in.real interest rates., On the contrary indexation clauses

would s¥abilize real interest rates by adjusting nominal rates downwards. .

-i;./ﬁ.. 5
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Certainly, indexation does not constitute the only way of stimulating long-tera
savings of private households. It could be useful to earmark a part of the
profits for wage and salary earners in the form of dizatribution of shares
reserved for employees. In certain countries such a policy would help union
understanding of necessary salary adjustments‘and would constitute the beginning

of wider capital ownership.in countries where it does not yet oxisi.

3. Regional policy
Actions calculated to reduce inflation and to increase employment eannot
successfully be undertaken in the absence of adeguate regional and structural

measures,

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

Member States. 4s an indication, the gaps between the richest and noorest
regions in the Community have remained in the order of 1 0 5 in terms of

per capital incone or value added., In some regions it is the rate of unemploy-
ment and undér~employment which constitute the main prsoccupation, the Mezzo=
giorno and Ireland ¢xperiencing the most severe problems, These disparities

constitute a permanent constraint on macro-coonomic regulatlon policy.

The reasons explaining the growth of industrial concentration are many. Thus,

in the backward regions the faotor incomes are too hlgh in relatlona to the

level of product1v1tJ. Consequ‘ntly, the profitability of 1nvestment and therefore,

the attroctiveness of these regions for potential 1nvestcrs, suffer.

Other reasons, lic in the dlswdvantages these regions. suffer in the field of
1nfrastructure of inherent agricultural conditions and where there is a need
for substltutlng new 1ndustrles for decllnlng industries., Finally, ths Member
States where the regional problems are most seriocus 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 facilities for ocoupational training,

cerSunn
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A1l these reasons, which are reflected in the actual regiomal structure,
have led to a concentratlon of wealth to the detrlment of cert in peri-

pherzl regions.

The tieed for a large scale regionzl policy at the Community level is, there-
fore, urgent. This polioy must be conceived as more than a Regional Develop-
ment Pund, as a packaze of incontives modulating market mechanisms, perti-
cularly those in the capital-merkets in order to permit desirable capital
movémgnu;Fhr this purpose particular importance would have to be accorded to
the sctivities of the Buropean Investment Benk. MWithout going iato detall,
the group considers it important that this Bank's range of manoeuvre should

be enlarged especially with respect to intersst rates assistanoce.

The group tokes note of the efforts mude to achleve better coordlnatlon of

“Communlty ingtruments - (trwnsfers of "or1entatlons" funds from FTDGA to the European
Regional Development Fund and thoe narrower Iaison between this latter fund and the
Turopean Investment Bank) - and of the importance that the project to establish

the Fund gives 1o 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 plamned action iz gnaranteed,

It is elso clear that certain differences in relative factor incomes will remain
as long as productivity in backward regions remains bélow that in the more

favoured onoes.

In general it should be:indicdted that the range of recomauended insitruments
in Chapter IV is inspited, amongst other things, by the wish that regional -

aspects should be taken inte consideration.

4. Particination of the Social Partners in the‘&e&fgglgﬁ Community Policy

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

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

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

cosfei
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This consultation should guarantee in a limited frameworL a regular exchmnge

of views on Communltj economic pclicy.

Partlclpants in this consultatlon could be ¢

-~ the Presidents or general secretaries of central trade union organisations.
The éecretary of the Buropean Trade Union Confederation would be an ex officio
members

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

as a president of a national organisation.

Publig anthorities would be roepresented by the Commission which woul&-keep

national Covernments regularly informed.

As regerd procedural questions an important task devolves upon the Commission

which could 3

- provide for the organisation of regular meetings - if possible at least once
each quérter,of a yeayn

w provide’the secretariat,

- guide discussions by means of its President or its Member in charge of

~economic affairs.

In order to create z eliuate of confidence all  cunbersone formality should

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

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

informaticn between delegates and their respective- organisations.

e e - .
EEYARX]
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E. Minarcial and monetars problems

Burepe fs financial znd monefa&y'?foﬁlems, cansed by the energy crisis,

requite to be ?onsidefed in the widar context of ithe changse in the inter—
naticnal finuncial sysicm. Thae member states of the Community have idéﬂ%iﬁiable
interssis in comnon which can only be affectively protected if thers is close

cocperztion bLetween them,

It is proposed that this cooperation should be based on (i) guide-lines for
Baropean internel ané external monetary policies, supported by (ii) the
creation of an Exchange Siabilisation Fund (BESF) and (iii) the indroduction

of a new Furcopean unit of accovat.

1. A community system for internal and external monetary policies
ek —— — e —— —— — — —'.- L

e T Y e mm e s e m e s W e

It ig a well established tradition to treat exchangs rates and money supply
as meparable policy imstruments. It is a tradition that contributed to the
creation of the irdra-Buropean exchenge rate sysitcm know as the suzks. The
nmechanism for narrower intra-Community margins of exchange-rate variaticns
‘was launched without being supported by a minimum set of commiiments for

maragement of money supply and cother domestic peolicies.

There has been a tendency to undersstimate the effect or exchange rate policy

on domestic monetary management. If the monetary suthorities eater -the bond
market to supmort the price of goverﬂment sacurities, adlitional money Is

- crectod. The same happens if the central bwmk cu*crs the fureign exchange

narket ‘o buy foreign currency to maintain a predetermined level of axshange

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

ship between internal and external nztional monetzry policies is thus established.
This simple fact shonld net be overlocked in amy proposal for more gtable inira-
Baropean exchange rate relationsiips. in intra-fommunity exchange raie cooperation
reads 1o be combined with a program for ccoper;tion on domestic mounelary policies.
Although changes in the monsy supnly are in pfinoiple subjeot to conirci of
monatary authorities they are of course largely influenced by otner economic and

political decisions,

one/noo
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A consistent. national monetary poliecy is one in which the domestic monetary
opsrations {open-markaet operations, rediscounting, or changing reserve re-
quirements) and external monctary operations (buying or selling spot foreign
axchange, or taking positions in forward currency markets to influence private
capital flows) support rather than oppose each other in their effects on the

national monztary base.

Thig would imply, firstly, that the interventions in exchange markets of any
one couatry ought to bave a significant iwmpact on that country's monetary base.
Secondly, symeirical operalions by surplus and deficit couniries would assure

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

Tae long run grability of exchange rates would depend mainly on the compa-
1ibility of the rates of expansion of the domestic monetary base and the inflation

rates Liatween the different countriocs. ‘

In evaluating exchange raie policr there is a need for applying the.concept of

a nedium-term norm for the eifective exchange rate of membsr couniries. This

norm would, in analogy with the similar concept developed by the International
Monatary Pund,be an estimate of the structure of effective exchange rates consistent
with the c¢ollectively agrsed ourrent balaﬂces of payments. For this purpose it is
necessary to bave periodically a critical review at the Community level of the
balance~of-payments proepects of {the member couniries over the medium term, e.g.

3 4o § years, assuming no major changes in exchange rates and levels of demand
corraesnonding approximately to what individual countries are aiming at over +he
medium tprm. It is important to underline that the aporoach should be d1saggregatpd

by Gountr*es rather than aim at some average for the Community.

G R e T

{1) The medium term projeciions af real gross national product growth rates together
with ecipected or projected inflation rates W1ll approximate the long-run target
rate ol monstary expansion {o be chomen, g
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T é.'ggﬁgrhainﬁbfrdw{ng and an Exchange Siabilization

‘ ﬁund'fdf‘thé=00mmunify;

‘The fin=ncial counierpart to the very lafge currant
.. account imbalances in 1974~75 is rapid growih in the
aggregate indebtedness of the Community and of some

of ite members 'in particular, The "recycling" of the
. surplus of the oil exporters has so far proceeded
. more smoothly than one could -expect, though it has
tended to take shorter—term form than desirable and.

.%o bynpass some menber countries entirely.

There was however a growing recégnition in the
‘Commmmity that the situation had become oo riskys
This found expression in the decision of the Coun-—
3il of Winisters in October 1974 to authorize the

~ raising of a'Jolnt Lean of up fo S 3 pillien
.(inoluding interest qharges); the beginnings of a
“machinery to mobilize the joint creditworthiness
of the Commnity are now in vlaces The lending
“eapacicy of the TMF Cil Facility is being substan-
tially enlarged in.1975; however, many of these

- loans will go.to developing countries. Most
recently, a Fund has been agreed upon in the
framéwork of the OBUD to serve a3 a safety net

for ﬁndustrialized c@untries.(l o
;

(lj When the Group first considemd the problem

¢f recyclinhg in tio early 1974 it moved in the
direction of proposing a large scale balance
of payments support mechanism for the Communiiya
Though the avallability of loans through the

- -three facilities mentioned in the vrevious pzras
and the ¢riteria by which they will be given
sre not yet clear,  there is now some hoepe that

- pedium-term, i.es.5 to 7 yesrs, finance can be

rade availabls o member comntriesa
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" From a Community viewpoint it is doubtful, however,
whether these initiatives go far enoughs The stakes
are partlcularly hlgh for membor countrles' the
achieVements of the past 17 years in creating a
Common Market in both 1ndustr1a1’and agricultural
goodé afe enaangéred as long as the present extreme
valnerability of éeveral member economies persists,
The Community has aimé méfé far-reaching thon Jdve the
industrial countries as a whole for coordinating eco=~
nomic policies; and it conbobt allow present centri-
fﬁgél tendencies in exchange rates Yo aggravate di-
vergencies in inflation rates. The total aveilable
should be very large and the Group wishes to underline
two cqufsgs of action to strengthen the Commnity

element in intefnational financial solidarity.

The first iz an enlargement of the authority to raise

Joint Loans. The present ceiling should be effectively
‘doubled in 1975, so that the mechanism would become
an effective second line of defeng.: after a member has
drawn on the 0il Facility, but before it has to address
fitSelf_to the lender of last resort in the OECD Fund.
It would also be useful to have awthority to raise
Toans priof to the reoepﬁion of a request from a member
country. This could be achieved by giving the appro-
priéte authority to the Buropean Monetary Cooperation
Fund {MMCF), It should be considered to issue loans, in
Buropas as defined helow.

The second course of action to which the Cpoup attaches
tﬁe'greatest iﬁportance'is to enlarge radically the
short-term supporf facilities among members through

an Ixchance Stebilization Minds, Cne area in which

'.tﬁe Community hgsraims more far-reaching and well
defined than fhose of the whole group of industrialized
‘countrles is exchanbe rate policy. It would be intole~
rable if 1ntra-Commun1ty exchange rate relationships
were to be pushed araund by massive fla@s of funds in

and out of 1nd1v1&ua1 member countries, ( )

(1) Such Flows might arise from shifts in the preferences
of the oil cexporters between various Community, curremcies
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There are support mechanlsms 1n place already between the
. Central Banks of the Gommunltjg The very short-term finan-
.¢ing agreement contlnues to operate within the so-called
- "mini-snake', Thls -arrangement is inadequate in present

circumstances prlmarlly because it leaves out four mem-—

ber currencies. The short—term monetary support agreement
which is managed by the EMCF, has a wider renge of appli-
cation but its procedures have proved toc cumbergome to
ensure rapid and sﬁcceésful 0pera¢ion. The Group suggesis
that it is an urgent task for the Community to explore
the condltlonn for removing these inadequacies and fit

Community. cooperatlon in the area of short—tern capltal

flows and pressures on the exchanges into the emerging

framework of closer medlum—term financial sclidarity
inside the Community as well as in broader groupings.

' L . The proposed Fund is des1gned to tide members over the
first shocks of flnanclal crisesy if the causes of cri-
sis do not reverse themselves within a dbrief perlod, the
coutry will have touaddreés ifself o the medium-term

facilities,

The Group envisaged theHund to operate in the following
T'way: resources would be made aveilable by member countries
. in their own currencies (1)s The total aveilable would
“be very large, say of the order of § 10 billion to start

with; it wonuld need tc be increased in the face of growingf

stocks of .potentially volatile claims, Yet the volume of
money committed over time by .the FMund should not be IArge,
because it would not opérate against any longer—term

. trends in exchgnge markets and because it wgll be

founded within a short periods /

Footnote cont. : oF between ome or more of these and the dollar; but they
Y might also, in the present nervous state of exchange mar-
' - kets, arise from sudden — real or apparent — changes in
5 w.esitr o .. the policies or political problems of a member country.
~.¢lf .. . . . The impact of suich flows.would be zs damaging for the

: L _stronger Conmunlty currencies which might appreciate 1o
levels out of tonch w1th the medium~term outlook for theiw
current (or basic) balance, as for the weaker ones which
would depreciate €0 an extent that could effectively des—
troy their hopes of containing inflation,

(1) In proportion to an agreed pattern such as that used
for dividing the guarsntees for the Joint Loan, 1eca
Germany, UsKs and France 22,025, Ttaly 14. 68%, BLE and
the Wetherlands 7,34%, Denmark 3.30% and Ireland 1,20%



- 22~ 11/675/3/74~F fin,

Experienceé with interventions in the "snzke" suggest
thét abtual amounts can be small, even in periods of
apparent crises\(l). The contributions of menbers to
the Fund and.setflements would be denominated in the
new E,E.Ce unit of acoount recently pr0posea by the
Commission as desoribed in the following seckion,

The Fund would intervene in Community currencies and,
presumably, in dollars to coordinate the roles of the
eight demunity central banks, It would arrange swap
facilities with other financjal centres, primarily

. ew Tork; such arrangements would also be set up with
other financial céntres such as Zirich and Tokyo and
possibly an emerging Middle Fast financial centre In
this .way the Fund would supplement its stock of Iber—
nationally ngsbldc assets, If member countries' contri-

- tutions were limited, the Fund would need additional

ways of supplementing ite rescurces through short-

terh boffowing in markets inside or outside the Com=
mmnity; otherwise Deydmohmprkbs and other useable inter-
‘national assets would become scarce. This situation could
bo relicved through cuthoiity to the Fund to issue short-
ﬁerm papefs or by giving it access to draw temporarily

on the proceeds'Of-the Joint Loan.,

The Fund would be guided in its interventions to stabi-
‘1ize'intré—Community exchangze rates by two ciiteria 3
(1) daily flictuetions would in genersl be limited to

" some low figure; the éhange in any cross.rate would nor-
”maiiylhé constrainied to, séy;'one half per cent from

" the closing rate on the previous business day. Such

5 - I '
(1) The very existence of the ESF would be a considerable
' factor inspiring confidence and stability. It is
‘therefore suggested that the amounts actually re-
.. quired for the Funds's operations would ke in in-
. verse proportion to0 what would be nominally available,
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inferventions, wundertsken in Commuxity currencies
(or, if more practical, in doilars) wcuid cherk shord
min pressures on a curroncey arizing out of a zhift

- in tha 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 natsern of

intra~-Commnity exchange ratcse

The day-to-day criterion is the simplest to apply,
indeed; EC central banks Lave been moving towards
the adoption of a similar, though more flexivle; sys-
tom for dollar interventio:,The usefulness of the
seconct criterion ie more cpen to guestlon, since it
hinzes on the somewhat imprecise concept of a normsl
or desired 1ntra-00mmun;tv paltera of exchanze rates,
In practice some rules of thuab for evainating maximm
diVergence need to be developed in analogy to thoue
rroposed in the TUF as the Cuidelines for Mloating
shich formed part of the agreement on international
moneﬁ@rv reform in 1974, One such rule might be that
| the differensc botween inflation rates in two member
economies oror some past period would normally set an
upper limit to the changec in the cross rate of the

two currencies.(i).

The rrecise procedures by whioh ‘the Fund weuld operate
should nrot-kéomsde miblic; that would make easy gains

f

or speculators. But to give more guidance t¢ markeis

<t

ho amiymcis omdiicdh the mediwn—ierm norm is based ald

poesitly the range for the norm should be made pubiics

(1) Such 2 rule would tend to underline the role of
exchange rate changes o8 a second line of dsfmoe
and limit recently obscrveble tendencies for some

rates to charge by much more tlan dlffe¢gnces in
1h11at10n would warr%n*
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Tas Penefits of gelting up the Exchange Stabilization

Fmd would be severnl in addition to grater ctabllity in
exchange markets. It would foster a more positive attitude

t0 the liberalization of capital movements, for a long time
sonsidered an essential ingredient of luropean integration.
It would azlse foster and reinforse closer coordinstion of
monetary policy along the lines mentioned in ihe previous
szctions Tt is obvious, however, that the Fund is in no

way internded to diminish the need for member countries to
take measures of real aljustment -in the medium term. The
short—~term nature of the Fund's operations must be under-
lined; the maturities involved in repayment of credit ex—

ended through the Fund's operations would b ave to be long

enough o peiwit funding through the IMF 0il Facility, the EF
Joint Lean or, the OEGD Fund, if the shortserm pressures that
made the Exchange Stnbilizatinn Fund intervene have not

bzen reverged in the meantime,

From an institutional viswpoint the {wo sieps proposed -

the extencion of the Joint Loan and tho establishment of the
Exchange Stabilization fund - are not radicals In the first
cag2 a decision by the Council of Ministers, followed by
whalt has proved to be rather quick ratification by membprw,
would suffices In the second case, operations. may be carried
out by the Buropean Honetary Cooperagtion Fund which has ex-
izted for the rast two years, though without any substan—
tive operatjonal funtions, The rules of opeﬂat15qs suggested
for the presemt Fund are such that they could be carwied out
by an invdepandsnt agency on the basis of clear guidsnce from
a commiti~e composed of nationsl monetary authoritiespuliti-
matecly the Ccuwncils, Thiz may imply that the present struciure
of the Buropean Monetary Cooperation Fund mey not be ade~
quate to the task (1),

As to the conditions to be atiached 1o the support gven through
the Fund the neceseary discipline larygely imposes itsclf with
maturities as shori as those here envisaged. Either the coun-
try whose currency has been supporied by the Fund has Yo repay
in a short time or it has to fund the debt on the econditions ?
imncged by the medium~term f2oility to which it tskes re-
course, Discipline is reinforeced by the commitment to com—~
mon guidelines for exchange rates an® fr internal monetary

policye

{1} The Group f#id not have time to discuss this question in
depth. Oue poseibility appears in the cﬁqtrvatlcn made
Ly Prof. Foi ghel in amex IT (UR - €39
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3+ A Furopean unit of account and official means of scttlement

The development of a stretegy for 1nternal and external
monetary p01101os and an Exchan@e Stabllizatlon Fund would
be greatly facilitated by the emergence of an authorized

Furopean unit of accounte

. A decisive facto; is the choioce amcng possible types of de-
- finitions for a Buropesn currency unite Defining the new unit
in terms of z basket of Europesn currencies in some agreed
ratio to one another offers the best prospecis in this
respect. At the initial stage the choice for a Furopean
currency unit defined in terms of a basket of national
. currenciés may for teclnical reasons and simplicity be
.restricted to the so-called fixed basket formula in order
crto serve the Purpose of an official means of settlement,
The fived backet has already Peen applied in the new de-
Tinition of the SDR after longthy international negociations.
It is also the mefhod chosen for a European Unit of account wh
.which the Qommissioh ha$ recently proposed for the

- operations o?fthe Furopeah Deveiopment Fund ard the

. Buropesn Investment Benk (1), In the opinion of the Group
the creztion of a Unit of actount in this form is a con-
siderable sﬁepiforwafd from the old practices but the
Gruup feels that its use should be extended for transac-—
tions of the EMCF also which is not foreseen in the Com-

.. mission's ourrent proposal,

Based on the sum of a fixed mumber of units of national
éﬁrfencies this formule is ¢ssentially an instrument for sp
spreading éxchenge risks. In cantrast ¥o the present si-
tuation where the whole of the exchange risk is carried
by the debtor country its use in the ENCF as a unit of
account znd means of official settlement would of course

imply the sharing of ‘exchange risks,.

The confidonce in this unit as gomparddtsotihecennbiidentt
national currencies &s well as vis-8-vis outside currencies
will of course depend on the relative strength of the
currencies in the baskets With a combination of weaker
and stronger currencies, the fixed basket Iuropean ocur-
rency unit would, however, depreciate over time against
the strongest currencics, while appreciating againet the

L ¥R

(1) ¢f, Doce S 75 (102) fine.
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wesker onese Intercet rate diffefences on holdings in
the Duropean unit as against holdings of netional
currencies might help to éompensafe for the difference

in currency value expectations. .

FPor use in fﬁe operations of the Exchange Stabilization
" Pund for intra-Commnity exchange rate stabilization,
each country would deliver a -quantity of t4p own currcen-
ey in excha.flge for the corresponding amount of the new

Buropean unit of acecount..

The introduction of this Furopean unit initially as a
reserve medium end £ficial settlement currency implies of
course that its international liquidity creating function
should be kept under strict control. It should not become
an instrumentlfor nncontroled increscses in reserves. Such
2 basket of Eﬁropean currencies doés raise technicel dif-
ficulties, These difficulties for the new Europsan unit

of account as & mneraire, however, do not differ from any
other currency rumereire in a world of generalized flcating.
On the contrary, as =n . average of the 'béSice'ﬁ it will have
a more stable vaiue in terms of most other currencies in
the basket than the individnal oross ratos.

Ovet and above this the Group has concerned itself with
the possibilities of developing this wnit of acommitin
to a Buropean panallel‘currencj, tEéAEurﬁpé, the use of
_ ﬁﬁioh would extend progressively in the méfket, in par-
7"ticu1ar via denominating loansldh.the Furopean capital
@ark@ﬁ,“Tq this - end it would be necessary to make 1% ot
'ieast.as‘strgng as the strongest currcnoy in the basket
by mezns of periodio reviéions, Bay Jnnoe a }ear, of
the weights atfached to each national currency in the
baskgt. .
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IV -~ FIRST STEPS TOWARDS ECOHOMIC AND MONETARY UNION

. The short term programme is not witlout ambltion, but it should not

* be thé only one to reqiire the attention of the governmentss Without wai-
ting-for the complete fulfilment of this'programme it is essential that its
1mplcmun tation he accompanied by some of the measures already being under-~
tekeny furthermore it wiil be necessary to consider other measures in the
long term. To this end, it would be useful to specify the conditions for

s¥ economic and mdﬁetary wmion, -

l. The conditions for an economic and menetary union

Without being able 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 unionj

‘- on the basis of this social consensus, these unions pessess-a decisicn
paking centre in which the three classic powers are repredented : legislative,
executive and judieciary. In addition this decision making. centre is able
10 react rapidly to changing situations and distingnish between the interest

of the union and %he sum of the component interects;
-a 81rgle central bank ‘or centrallsed federﬁl bﬂnk syEtem responsible for
the management of the sole currency; B

-~ free czrculat1on of 1nd1V1duals, goodsa services and capltal-'

- central au*horltles w1th a relatlvely 1mportani budget (Pederal Germany ¢
" the proportion of "Bund" in ihe GNP, 13%; Canada § proportion of..
federal expenditures in the (WP -16-37% of GN?)1-~J;

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

the regionss

- & very high degres of npemmess between the'regions, in other wordg, for
each regiow, the share of external trade in its production is very high;
- the ownershipéo? the capital of-éntérpriécs is ﬁidelyldiéfribuied-ﬁﬁruughu

out the Union’s territory.

c'n&/-o‘er
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These criteria have the common cheracteristic of ihplying alhigh
degree of political and economic interdependence of the regions and,
what iz imporfant with respect o the aim of economic and monetary union,
is to establish automatic re<halancing mechanisms for cases o tootgreat a

differentiation in the economic development,

Nevertheless, it is clear that economic and monetary unions con
exiat with very differet degrees of integtationion. The United States,
Canada, Australia #ind the Federal German Bepublic are examples with

respect %o @
- taxation systems;

~ the budgetary independence of the administrations of areas below the

national level;

~ the asccess of these anthorities to capital markets and national finances;
the numerous differences in the legal framework of society, cultural,

gtandard norms, medicine, pharmacguitic, etc.ss

In these unions however there are important sutomatic mechatisms
which ctffmet: fluctuations in economic activity. For example, a f2ll in

economic activity in a region may_be offset by :

conelderdle reductions in the imports of the region concerneds

reductions in the payment of dividends #o’outside regions;

— an increase in direct investments to €ie extent that a supply of excesa'

labour proved attractive in this respect;

an inecresse in transfers stemming directly from the central budget or

other systems of cehtralised financing such as ¢

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

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

It is obvious that such conditions cannot be established within a

period of five yearss In any case it seems clear that economic and mone-

..q/...l

tary union would regquire ¢
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- corverning the diztribution of authority

» a common monetary policy:
e & common ¢conomic poliy:

e 2 common, social policy;

- concerning institutions

s & central cominuniiy bank or system of central banks responsible for
the managemernt of a monetary policys
o o decision meking certss responsidle for economic and social policies
,and ebie to act by means of a budgel of significant sizej
« a damocratic control by means of au Furopean Farliament slected by

mniversal suffrege and endowed with real legislative powers,
However, at this stage it appeared to the CGroup impossible and even
useless t0 prediot what should be the division of powers necessavy for

the satisfactory operation of an Economic and msuaztary unici.

2, The first stens

In the course of coming years, the member Sftates will have 1o face a
mimcer of problems which will recuire soluticns in a wider vontexi than
that of each naticn state. The industrizal structure should, for axample,
ba thorcughly adapted followlng the mergy crisis, Titeye is noreover the
danger of a furfher increase in unemployment rates and a prograszive Se-

gregation of capital markétsa

a) Indnstrisl moliicy

It is of prramount importanse that the Commmnity continues o

develop the potential of the large scale marltet.

!
LE-Er -0
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A priority mist be given to measures for Community industries. To this
end, it is firat necessary to contime ‘o build a single industrial Prsiés

within the Comrunity by

- elimineting barriers, particularly legal, fiscal and of standards, 4o the

free circulation of goods;
— progrersive and aifeaxtive deresiriction of public coniracts;

~ tringing together and establishing co-operation between firms at the

BPuropean levels

In any case, such an aporoach should be accompanied by initiatives of
the same order sk {dmziwilizh Yhe Community would fip& ad“anﬁageoﬁs $0 4ake
at the international levcl, not only with réSpect to it 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
devised as a package of measures which would facllitate the adjusiment
of important industrial sectors. Tn thierzepoandie, 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 measriyas;
- the nevessary rectructuring of industries with respect to the new externmal

demand stemping from petrolenn produzing couniriesy

The Jroup thersfore suggests that a new programme of industwﬁéﬁ'policy
bet set vp which should embody 3 .

- prograrnes of energy policy (cf, chap.l;below)

- technologisal- and scientific research measures, parﬁicularly with

respect %0 adjusiment problems,

The aims of such a programme muzt serve as a background for the guidance
of the measures taiken by way of the commmity budgety the activity of the

Reglorel Fund should in pariicular be so influenced,
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%)) Energy policy

Tersy policy constiinies one of the main areas in which eurcpean uaity
will be %eosted in $he next period and where common action is shrongly neededs
Vieat FEC countries;exceps France, adhere to the fntermational Faergy Agency
constitnied in Paris by the OECD, At any rate, it seoms iluwportant thot
here European countries sPeék with one voice, so that it appesro appro-
priate thet activity by EEC meﬁbérs in it should bLe orgnnized at the FEC
level and linked with that of the EEC paftners not belonging to the [fia
Similariy for other oil initiatives where EEC members should be involved,
at the interrational level, wheitker for relatiocns aﬁong consuners Or Con-
sumars arnd producers. The FEC should cvolve an Eurcpeah energy anthority
which should have the powers until now given o the Furopcan insﬁitutisns
of coal and of atomic encrgy as well as the additional powers 1o carry

out its task az outlined below @
a) stnckpiling of energy resources (crude oil, natural gas, coal, uranium)

%} recording and surveillance on energy pricas (4o preserve suitable ro-

e

atlons emeng the different forms of energy end amomg the various pro-

zots derived from 2il and to foster a unificed Buropean pricing system}

O

c) collecting information on imports and expcris of 2il and oil products

through compulsory »egistration of imports and cxperts as well as

zll cil procurement arrangements

- savings of energy and on mgterials which erbody much energy

o
Nt

a) development of new coal production, safesty devices, Improvements

¢f working corditicns in the FIO

) surporfing exploration of new Tigldz of 0il and gag also through

apuropriate arrangements of a Burcpean charaster

g) fostering invesimenis in atomic energy plants, in the "uranimm cycle"
in the safely and security devices scientific and technical develop-
ments related to them and promoting Turcpean coopsraticon in these areas

also through Comminity projecis
h) developing common rules on pollntion

i) developing research and exploitaticn, also through Community projects
of new energy sources and especially of solar encrgy and geothermal enersy

j) promoting common initiatives of the EEC members vis a vis the oil Tro—~
ducing countries &add forzs of cooperation with coal and uranium pro-

dueing countries,
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These actions should be implemented by meane of various instruments @
gsveh as credit facilitiem, subsidies through the FEC budget, Commmity
reguletions aiming a2t the harmonization of poiicies, recommendations 4o

national governmente, etcare

There is a powerinl karopsan interest here; vast investments will be under-
tzken in the ensrgy sec{or and decieions in this field are beourd to have
impobisdy politioal implications which will influence the future shape of
the Communitys. Common policies actively pursued with an eye to the disw
tinotive Earcpean interests are required if the welfare of the individual
Buropean Oomwind #ies™ couniries is noi %o be relegated to the status ofi

‘& seoondary issue in the intermationel bargalning over energy both with

the super—-powers and with the oil producing nations which liss ahezada

o} Carital merket polizies

et

The group attaches the highest importance 1o a rapid liberalisstion of
capital movements so that the Commmnity can profit from the advantages of
5eing 2 large mérket. In any case this must not prevent an effort townrds
free movement of capitzl between residenis of the Community. Recént events
make one think that at present it is a strengthening of controls whichk
presently ocoupy the Hhoughts of govarnments. Suggestions concerning the
ESF and the "Buropa" have the characterisvic of facilitating new actions
in this field in atiempting to meke regilations currently in force un-
racaegsaryas Direct investments of Covmuniﬁy rezidents must be one of the

Tirst categories tc experience greater liberty.

&) The Commmnity's budeetary policy

T+ is olear thet in the final stage of unity, thé Community must in its
budget fulfil the three traditionsal Punctions of every public autharity,
namely : : '

- provision of pablic godds (allocation function);
-~ stabilisation policyy and

- distribution policy.

In view of the minu*e size of the Commumity budget (around ¥+ per cent of
the Commnity's OGP in 1973),‘it is »léfn that these functions can only be
taken on progrzssively over a relativelr long time-scales Hence for some ’
time yet ther will fall to the nationsl budgets



- 33 - IT/675/3/74 - E fina

"As-‘regards the stabilisation function in particular, experience shows
' the 1nadequaoy of mere voluntary co-ordinaticn of national budgetary po-
11Cleu¢ n ordér to take the first steps towards z common demand-management
policy, a stricter dlsclpllne-of'governments‘1n their budgetary decisions
is thus indispensable, In the longer term; this approach must stress the

dévaloﬁment of the proper stabilisation function of the Community budgete

G the other hand the distribution furiction of the Community budget
could easily be extended from now onwards, For the immediate future it
wonld be 2 guestion therefore of thiz budget contributing to the dimirmtion
of the ecconomic disparities within the Community, notably structural and
rogional ispalainsesc; for it is these disparities which bring about migra-
tion from the less-developed regions- to the highly concentrated regicnsg
" resulting in a less desirable distribution of the.faétors of production

and a slowing down in the -improvement of overall Commnity welfare.

‘ ALs regards income, the system of own resources consists. of fidirdct
‘taxes (customs;duties, levieg in the field of agriculture and a .share
of VAT This. current income is of a neutrel of even regressive character,
neasured; in relation to individual iﬁcomeguOne should therefore envisage,
for the next few years, the establishment of tazes of a progressive nature

and snsure that expenditure is.at least of a nentral characters The intro-

i wduection of a Community land fax on industrial sites in highly concentrated

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

TFurthermores, "if the Commmity Buiget is to Fulfil- progressively the
' hree functions of ‘public stithorities, it would Seer’perticularly helpful
f‘td‘cdﬁﬁiefé fhé’boﬁmﬁﬁity'sitaxatiéh @bwé?s:fbrthhithfby a bérrowing powere
" In thisg respect the Community loan should be,ﬁeuelopedtéo,as;tg beoome a

rormal procedure in ‘budget management, following the example of the ECSC (2)

(l) For longer-term measures the group draws attention to thp ideas de-
veloped in the "Report on economic 1ntegrqtlon and monet ary union",
Bruss#ieg 1973y pe 53 et meqs, . Lot

{2) Treaty ‘establisling the European Coal and ‘Stesl Commumity, art, A4S et 2age
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Such a measure would, moreovery be czlculated to ease ths process of
industrial restructuring and the promotion of new sources. of energy.
Over o longer span it would be unaveidabhle to bestow on the Community
powers of short and long-term comﬁunity debt management,

Over and above these budgetary aspeots, the group considers that the
means of redressing imbalances between Commnity countries should be con-
siderably reinforced, It iz of the opinion that the intioductibn cf n
commnity system of unemployment benefit would constitute an effective

approache

e) A pommunity unemployment bhenefit fund

A gommnity initiative in the unemployment field is particﬁiarly Op-
portune, for it will have bemeficial 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 oplnlon that ~ommnity sol1dar1ty is = reality.
Moreover the size of the problems posed &t present for the member States
by unemploymenﬁ Justify the effort to find appropriate means at Comnunltj
level to enable the Communi%y to prov1de a531stance in this way.

A Bommunity syéteﬁ of unemployment beﬁefits could be an effective inew
trument, At the presant stage, the creation of suoh a fund scems partlcu-
larly opportune for the following rTeasons @ ' '

= the opening of markets and the &ffetd of specialisation and geogra-.
‘phical relocation this bringe, are often manifested by a frictional
- unemployment which ought 4o be the responsibility of the Communitys

- the interdependence of the economies is accobpanied by a rapid trans-
' mission of fluctuations in sctivity, these fluctuations would be
ecushioned for the benafit of all by the automatlc compensatony mo—

vements of suoh a system. -

Certainly it is not possible to rapidly create o com@letely‘;ntegrated fund,
" this' would require a harmonisation of national systems, In ahy casé;:taking
inte account the scale of the problems posed by unemployment, and which will
contivue 4o be posed for some years for member states, and with 2 view to
progress towards economic and monetary union, the groupiis of the opinion
that 2 temporary solution must be put into effect in the near future,
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This temporary system (1) would operate in accordance with the following
principles 3

— ‘The Community fund would be an independant administretive body directed
with the participation of the social partners (for example within the
framework of the permpnent Committee on Employment ) the administration,

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

—~ Hach unemployed person, registered at the national employment offices
would receive as a Tirst part of his payment a Commnity allowance which
would be clearly visible as suche Within an initial period, this al-
location could be fixed at a set amount, for example two units of ac-

count per daye

s

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

national systems,

~ The Fund would be fed by a contribution from incoms paid in part by em—
ployees and in pert by cmployers. Those conmtributions would have to be

clearly desimeted as being wmade to this fund,

In a second stage; one could conceive a system which would comstitute a
conmbination of fixed amount and a percenteage of the last waze received in

cmployement, with all its posgihle variants,

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

establish a standerd dommunity system.

Action im the field of employment evidently cemnot be limited to the tn-
employment allowances aspect alones. An indispensibdle concomitant consists
in an active employement =nd cccupational troining policys. In effect it is
necessary to avoid perpetual structural imbalances znd Tacilitate both
possibilities of adaptation and occupational retraining and also cfaate

employment in backward regions,

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

renewed social fund =28 well those of the regional policys

(1) rmex I
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CRMUNITY UNEMPLOYMENT BENEFTTE SCHEME

AU Bl.r
The »nroblems .

The gcale of the unemyloynent problems currentl” f@cing the Member States werrants
an attempt =1 Comnunlty lavel to find sultable tays of Jrov1d1ng 3381stance in
;thls field, ¥or, by rel:ev1ng the Member States most erzously 3Pfected by,

“hlgh unemgloyment of the buggetary burden such unemploJment ;mpl-vs,furthar nrO-
gress could be made towafds‘placing ﬁbré equél emphzsis on the oﬁjectiveé off

a1l employment -and price stability. -

In the past, some unemﬁlo;nent could be attilbuted d1rec+7y or indirectly to thes
abolltlon of tariff )roueculon. Certaln reglons, in 9urtlcu‘ar those mﬁth declinigny -
llndustrles have been subsequently afxecfed by the need for economic 1nuegrau°cne
In idiltlon? the gradual chﬁngeovcf to f‘oatlng eXChange “atbs, their. irplications
for the cazleoulation of costs snd their effects on compealt;venass have zlzmo besn
refleoted in the employnent siructure, However, a Community reshonsibdility as

- regards wmenployment has been ackmawledged only to a limited,éxﬁenﬁ,‘xainlj in thke
form of assistance granted by the Socia}”Fund fér vocavional retrainiﬁg and rew
deployment, The entire cost .of unemployﬁentfbanefits_in the striet éensé'is borne

by employers and enﬁloyees in zach Member State.

. This situation led the Grc4p .emt to exanine 70581b1€ LEVER of 1ntroduoh1g
a Coumunity scheme for nnemaloynent benefits which would be org1q1zed at ”ommun*tj

level. The aim of such z scheme would be:

- to help to reduce structural and regional imbalances through trausfers of income

from arcas with low siructural unemnloyment to areas with high structural unempi-n-

" nent.
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to guarantee unemployed perscns in the Commnity 2 common minimum level of

benefitss

i

to indroduce immediate regional flexibility making it possible to cove with "

changes in regional develcpments and in the stendard of livings

&

"~ %0 help to give a visible expression to Commmity solid ritys

~ to allow Member States considerable freedom to retiin“their nresent national
schemes, which differ sharply as regards the instituiions manaéing them, the
level of benefits paid and the way they are financed. ‘

In principle, the system shonld take the form of a Community fund which #culd
be an independent administrative unit with funds not channelled through the
Commnity budget. Labour and management representatives(for exarmple, within
the Standing_committee on Employment)VWGuld assist in the administration of the

scheme, Generally speaking, tha aduinistration, management and control of the

. fund would have to be simple and efficient.

Present situation

A% present, ¥4 national unemployment benefiis schemes are organised. on different
lines and, depending'on the couritry, provide for government assistance, cooperation

from labour and managemént or special unemployment funds.

All countries grant, in addition to.benefits for the‘wholly'unemployed,benefits
in respect of short-time working resulting from a reduction in normal wdfking
hours, with the concept‘of short-time work Varying‘in”meaning from cne ééuntry to
anbther, o | "

coefuen

5]

&
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Benefits are only paid when certain conditions are met as regards tha length

of employment or insurance during a refercence neriod pricr to ma=dphuzwizt,

o,

The striciness of itnese conditions. varies from one country to aroilsr. Senefits

re pald after 2 waiting time of between two znd seven days excent in Germany,

o]

Eelgium9 the lletherlands and Dennarktand for a linited period of hetween ihree
and twelve months except in Belgium, France and Deamarkj. Lenefits in France

{assistance) and Italy are 2id on a vlat-rate basis. in the other
J B

thay are calculated as a percentage of a reference wwge or salary, which is
definad in vurlous ways, wiih t¢° earnings oellings diTfering cussiderably.

The percentage in guestion ranges fus 35 % 4o 89 .

In all the countries, unempioyed persoas remain entitled io Tamily allownnces
and to sickness insurance benefiis in kind (see the comparative tables concernin::
ths sorial security schemes aspliceble in the Member States of the Community, at

he en © this annex
the end ¢ ¥

T 2 choics ol soheme
L= TRSATUICO " Mo e sk, i e

'l
Given ihe situation desoribed above it is OShviousw thai there are consldersble
obetacles to the gradual achievement of a complete harmonization of wolh unemple-
ment benefitrn znd the way they abe Ffinanced. Tie numerons differences betwosn

the firancing arrangsments and benzfits in the various Member Tiates may ba

sammarized as Follows:

~ the consifarable gan between the highest ead lowest averzgze henciit:

- the amounts spent by ithe Member States to help financs unempleyment bensritss
~ the sharing of the financial burden between workers, employers and the governmoos

As a firsw egthep, a comparison should be made oif the ways in which wunempoymesns
benefits are firanced in ihe various Member States znd alizc of ihe womdition

geverning the granting of such bernafits, even fthough this wili be a rathor
long and exzcting task,

A tranzitional solution must, however, be found which could be implamented
relatively cuickly, which will not come up against any sppreciable economic
or polieial cpposition, yhich will not compromise the efford made elseuwhare

or the potential for progress in the future and waioh will unot rosult in

vn-/o-e
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an intelerable budgetary tmrden, '
In an initial stage, it would sesh more expadient to set up a Commtnity fund
for uremployment benefits financed by a Comuunity contribution from new
ressourcas than to pool, if unly partially, the revenusz and expenditure of

the naiicnal schemes.,

w

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

and benefits conld be envisaged, at least as regards their main features,
Very briefly, two tvpes of scheme could be distinguished:

(2) a prercriional scheme guaranteeing unemployed persons a certain income,

sxpreszed as a percenfage of their last earniugs;

(¢) a fiat-rate schems guaranteeing all unemployed persons a minimum level of

beneilit, .
Penafits (for exampla, two units of account each day for 300 daye = 600 u.a.
a year would be granted to all registered unemployed persons in the Commnity.
This Communisy benelit would have 4o he seen as an abzolute minimum guaranteeing
to all vnemployed parsons the same Lovel of assistance,such assistance constituiing
a first tranche of welfare benefits. Countries which presently granf mOTe generois
uaemploryment benafits wrtld via dhe maliimad “Dedged, add Sor s Coaunrnty boasdt

a supplementary amount bringing overall compensation fto the dasired level,

Undar the proposed scheme benefits paid cught elearly not to exceed a person's

l1sgt earnings.

A

{3
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In 2 second stage, thc scheme could be expanded by comblnlng the flat~r3te

geneme with the prooortlonal soheme: for exanple, 3 W, ner dwy plus 10 7

of last ‘egrnings.’

In a.more Gistant thlrd stage, a uniform Communlty scheme W111 hﬂve to be
establlshed. ﬂ ' ' S

Financlgg.

As regards the financing of benefits by a special Commumity fund, -the Group-
© . considers that a levy on employees! wages and salaries is preferable,

for example, 1o the allccation of receipts from VAT,

A-direct tax on:wages and salaries which is borne p2rily by employees and '
partly by ‘employers and which appears on the wage or. salary slp as a direct
- contribution to the Community unemployment benefits fund will be proof of -
Community solidarity and demonstrate that financial help is given to the un-

employed.

; The ‘Working -Group favours-a flat-rate scheme on grounds of admninistrative
- convenience,  and because, in the current situation and for <an initial period,
- it appears to be the most realistioc and Drogressive as well as the most onerational
. solution (1).

(1) On the bagis of the varlous vrovosals concerning the mechanlsm and amount
" of Community bencflts, a programme has béen drawn up whloh g1ves the
results contained in the tables I, II and IIT, ‘ : :
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1ffer1n§ methotolo-'
(a) The wnemplcyved

Although all the Coﬁmﬁnity coun%éﬁes have stafistios on employmenf and unemploy—
ment, it has rarely proved p0851ble to compare natlonal statlstlcal series

at Community level since they do not have any common methodologlcal ba51s and

are built up using priciples, definitions and reference dates which vury from

one country to another. Differing bodies of legislation prefent any cdmpafison
of unemployment levels. Furthermore, certain phenomena carmot be analysed because

there are no dats for some countries..

The figures given in Taﬁle I~tnemployed A-are annual estimates prepared by the
statistical authorities in the Member States. In most countries, these estimates
are drawm up by the national statisfios 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 has been defined as follows: a person who,during

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

A seoond source of unemployment data is the monthly statistics oh.the number of
unemployed registered at the national employment exchanges. The usefulness of

these statistics depends on the network of employment exchanges and the attitude

of workers to registration and on whether"it“is'in'their“intérests_to be regiztered
Since the activities of the employmén# cxchinges are governed by administrative
rules and statutery provisons which differ from one country to another, these i

statistics cannot be used for a comparison of unemployment levels between countriss

but solely as an indicator of changes within a country over a given period of tine.
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Any person without employment secking employment and registered at an
employment erchange is .considered to be ungmp}oged._The,relevant figures

are given in Table I-unemployed B.

A third source of information, which was breateq in orler fto £ill.the gaps
mentioned above, is the Community, sample surveys on .the work labour. force
(1nclud1ng the unemnloyed) carried out by the Statistical Offlce of the

Ihropean Communitics fSane October 1930)
In short; the conoept of “unczrnployed'I is considered to include any person:

= who is without employment but has worked previously and who, at the time

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

- who 18 not emnloyed at the time of the survey, but who has already made

the necessary =srrangements to t:ke up employmnent at a lator dates

who has been dismissed temperarily or for an indefinite period, without

. remunerations

The latest figures probably provide the bost picture of the tiue unemployment

situations however, the results of the 1373 survay are not yet known.

Clearly, in any of the fed’mmws propesed, there will alwzys be, the problenm
of finding a consistant definition of an unemploycd person which can he

applied, without distiaction, in all Meinber States,
(b) Benafits

Asiregards unemployment benefits, the Stotistiecal Office of the Furopean
Commianitizs has at its dizposal the functionz=l brealdewn of welfare benefits
as used in the social zccounts. The data arc drawm from the accounts of the
national hodies authorized to »ay benelits to beneficizries. therc these
bodies are also roesponsible for covering risks cther then unemployment, the
information is therefore on the finesncing of fotal expenditure. For, where
contributions are designoed to cover soveral risks witheut distinction and
whore public subsidies supplement these contributiéns up to the amount of
benefits paid, each of the two main tynes of revonue is rarely allocated,

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

conloymant benefits,
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Three noints cani'be made:

- There is no nroblem in countrles where the 1npt1tut10ns cononrnea are in

any way specialized. This is particularly the case in Franoe.

The same can be said toa_pnly to Italy, Bolgmum and Luxemoourg, gaven the
relatlvely low volune of beneflts which distcrt the chture.

The 51tuat1nn is qulte different in a few member states and especially

in the three acceeding countries. In the cose of the latter, in particular,
social insurance dovers,‘for example, not onl& unemoloyment'afPecfing

employees, but also pért of the sickness and old-age risks of the entire
population; it goes without saying, therefore, that it would be risky to

put forward estimates and to allocate 2 priori to unemmloyment a proportion

of the contributions from both emnloyers and employegs and of certain ‘
finance from the governmcrt.

I$ must also be pointed out that the heading ™memplogment™ in social accounts
inéludes, in addition to unemplsyment benefits, other benefits‘such as compenaatory
allowancés, supplenentary benefits and even vacaticnal training benefits for

persons without work.,



1967

1968

1969

1970

1971

1972

1973

Chbmeurs A, 1)

Unemployed
ChBmeurs B. 2)

Unemployed
Chmeurs A
Unemployed

B

A

o

W = W b W o W

Allemegne Freance

Germany

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 Belgicque Luxemb,

Italy Netherl. Belgium Luxemb.

679
1024
684
961
655
887
609
888
609
1038
697
18
668
1005

NOMBHE DE CHOMEURS

(hommes et femmes)

90
90
84
84
66
66
56
56
69
68

115

115

117

117

92
101
110
119
88
98
76
83
75
83
92
101
96
106

c o O © o

c O o O O o O ©o

11/675/3/14~FE

UNEMPLOYZED PERSONS

{men and women)

Tableaw I
Table I

en milliers
in thousands

Royaume Irlande Danemark EUJR-9

Uni

U.Kingd.Ireland Denmark

503
542
586
513
581
556
618
724
799

806

886

576
630

Note : 1} nombre de ch8meurs selon les séries nationales, moyennes de 1'année
Funber of unsmployed according to national series, yearly average

2) personnes sans emploi Iwsorites aupris des bureaux de placement, moyenme mensuelle
Unemployed registered at employment agencies, monthly average

Source : OSCE : Statistiques sociales 2/1973 - Population et emploi.
2/1973 ~ Population and Employment

SOEC

Social Statistics

56

60
58
56
57
65
65
65
62
71
T2
66
67

28
26

39
26

3l
17
24
27
0
23
30
2l
20

RUR=9

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



Dépenses
Txpenditure
Germany
197¢ Prestations scoialem 4814
dont rattachées & la 1723

1971

1972

Source :

o octroyant
Compie global des organiemes

titre principal ou secondaire, des prestations en matiire de chBmage

11/675/3/14-F-E

Tablean II
Table II

Overall figures for payments made directly or indirectly by public
anthorities with respect to unemplovment benefits

fonction chdmage pro-
prement dite

nombre de personnes

ayent regu des alloca~ 114
tions de chBmage

(x 1000)

Prestations sociales 12199
dont rattachées & la
fonction chBmage pro— 1727
prement dite

nhombre de personnes 136

ayant regu des alleca~
tions de chBmage

(x 1o00)

Prestationd sociales 13617
dont rattachées 3 la
fonction ch8mage pro~ 2010
prement dite

en millions U.C. 575

nombre de personnes

ayant regu des alloca~ 175
tions de chBmage

(x 1000)

France

1369
1369

124

1667
1667
141

1970
1970

355

144

Allemagne France Italie

Italy

235,8
113,3

1559

270,1
233,0

1702

293,4
229,0

363

1767

FPays-Bas Belgigue Luxemb, Royaume

millions d'unités monédtaires nationales

millions of national monetary units

Uni

Netherl. Belgium Luxemb. U.Kingd. Ireland Denmark

1769,8
74343

17

1977,1
826,8

23

2880

1306,0

mn

Office Statistique des Communauiés BEurcpéennes
Statistical Office of the Buropean Ccommunities

11637,5
10792,4

78

10229,3

9447,6
78

16541, 0
15545,8

320

94

5,2
1,2

T44
2,6

2,6

2,4

3269,8 90,8 17879,5
343,3 11,8 68,8
305 , 24

3893,9 106,9 18223,2
511,1 13,2 1099,9
412 58 30

4478,3 125,8 20426,7
528,0 16,3 1075,0

1267 19 14
431 68 30

Irlande Danemark

Total
3304

1970

1971

1972

Soclal benefite

directly linked to
unenployment as

such 3

number of indivi-
duals who received
unemployment tenefits
{x 1000)

Sccial benefits
directly linked to
unenployment as

such ¢

humber of indivi-
duals who received
unemplcyment benefite
(x 1000)

Scoial benefits
directly linked to
unemployment as
such

in millions of U.A.

nunber of indivi-
duals who received
unemplcyment benefite
(x 1000)
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DEPENSES - FXPESDITURE Tableau III I1/675/3/14-F-E
LX-R-2:3-K: 3% -

MONTANT TOTAL DE L ALLOCATION DE CHOMAGE PAR PAYS EN MILLIONS DE UC (1972) ~ Total emount for wnemployment benefits

by country, in millions Ua {1972)

OCTROI D UNE ALLOCATION COMMUNAUTAIRE FORFAITAIRE (MONTANT FIXE PAR JOUR POUR 300 JOURS)

. - ~ ” — o
***ﬁ***é@#g@ﬁ?;gﬁfg#g@g&é%%ﬂ%ﬁggiég#ﬁg&gﬂ%ﬁ?*g?;E&g{%g}%%lgigil*************************************&***#*******
# * CHOMEURS(A) _ URENPIOYED A # CHOMEURS(B) _ grmeloyrDd 3 &
+*® LR a A i st i et da il s EEEEEEEE AT IR I EEYETEEITE R R I R T T L TR i e
# PAYE 450 UG # &00 UL # 1200 U * 1800 UC = 450 UC # 400 UC # 1200 UC =# 1800 UC +
%**%***************%*************#****%*************************************************************************

#* +# # # # # * # # #
G * n o+ 116,700 # 147.400 = 293.200 # 442.800 # 110.700 # 147,600 # 295.200 # 44Z.800 #
#* ¥ # # # % ¥ # # #
Fox Fo# 229.050 # 205,400 = 610.800 + 914,200 = 172.330 +# 229.800 = 459.600 = 689.400 =
#* # # # # # # # * #*
I % 1 = 313.650 = 418.200 # £346.400 % 1254.600 + 471.600 # 628.800 # 1257.4600 # 1886.,400 %
# * # # £ # # # # #
[ Mo# 31,750 = 67,000 # 138.000 207,000 # 51.730 # &9.000 # 138.000 # 207.000 #
# # # + # # # * # *
Bos E # 41,400 # S5.200 # 110.400 = 165,600 # 45.450 * 60,600 * 121.200 # 181.800 =
# # #* # # # # % # #
L * Lo# 0.0 # 0.0 * 0.0 # .0 # 0.0 # g.0 * 0.0 ® 0.0 *
2 # # # * # # # # ¥
18): 90 UK, # B6Z2.700 # 483,600 = LT 200 + 1430.800 = 398.700 = 531.600 = 1063,.200 + 1574.800 =
3 ¥ #* ¥ #* ® # * # #
Irl¥ IRL % E1.930 % 42.600 # 83.200 # 127.800 # 3Z2.400 # 43,200 = 86.400 * 129.600 #
# ® #* # # # ® % # #*
T ¥ bK 1G.350 # 13.200 % 27.400 = 41.400 » 13,3500 = 18.000 36.000 = 54.000 #
#* * * * * # # # * *
rop TOT # 1151.550 = 1935.400 + 3070.800 « 45606.199 # 1296450 # 1728.600 # 3457.200 * 3185.797 =
# * * #* L # # * ® *
A T A I R A R I I B S I R R R R S A A R AR S H R R R R RN R R R R RN R AR RRERE

UNERPLGTRD (A) : Number of unemployed according to national series
CHOMEURS(A): NOMBRE DE CHOMEURS SELON LES SERIES NATIONALES

CHOMEURS{(E): PERSONNES SANS EMPLOI INSCRITS AUFRES DES BUREAUX DE PLACEMENT
UEENPLOYED (B): Unemployed registered at employment agencies.



TABLE 1Y . 1

UNENPLOYMNENT INSURANCE

fn the Conmunity Nesber States

11/615/3/14-&

(at 1 July 100} °

BAISTING SCHEMES

LESISLATION
1. First law

DENMARK

UNITED KINGDOMN

NETHERLAWNDS

Unezployment insurance
(optional)

Law of 4 April 1907

a) Unenployment insurance
b) Unemployment assistance

Law of 1911

Unenployment insurance

et of I911

| a.) Interim allowance

%) Unemnloyment insurance
c} Uneaplovment assistance

2} and b) Law of ¢ September 1649
(a.menderl)

e) Law of 10 December 1964

on unemuloynant assistanid

ae

2. Basic legisiation

Law of 1970

Social Welfare Laws 1952 - 1974

PIELD OF APPLICATION

Ixployed workers of 18 - 65 years
of age may be admiited as members
16 an unemployment fund

Witn few exceptiens, all perzons
aged 18 ycars andé over employed
under a contract of gervice ar
apprenticeship.

Act of 1965 (flat rate benefits)
and Acts of 1965 (earnings relat-|
el benefits), 1971 and 1971 and
rermulations therevnder

—_— —

Flat rate Tennfits: all employed
peranng. Uptienal cover for mar=
ried womon

Earaingosreloted runnlement: all
emplovees zeed 18 years or over
and under minimun pension Aze
(55 for men, (0 for women) who
are receiving rfiat rate unempley+
ment benefit and who had reckon-
able earnings of at leact £ 500
in the relevant tax year

a) and b) All emploveas

¢) Eaployess who 2o not or no
longer fulfil the conditinna
required in order itoc receive
unemployment insurance allow-
ances

TOTAL UNENPLOYMEIT
Conditiong

= Main conditions

- te capable of work

~ oe available for work

- have signed on at the employ-
ment office

a) ~ he cananle of work
~ be availahie for work
- have sisned on at the employ-

=ent oflice

b) — oe capable of work, available
for and ses2kine work

- have lived in Ireland for at
least & montha

- have no rignt to insurance
benefit

be capable of work

be available for work with an
emnlover

nave gigned on ai the employment
office

be {ree from disqualification

To have registered st the employ-
nent exchange

+ For nost of the Hewbor States



UNEMPLOYNENT FRSURANCE

fn the Community Mesber States

11/675/3/14~E

TAGLE VY .1

BELGIUMN

FRAUCE

LUXEXBCURG

CERIMNANY
a) Unemployment insurance
b} Unemploynent assistance

Unemployment insurance

a) Unemployment assistance
) Supplemantary unemployuent
insurance (1)

a) and b) 16 Jaly 1927

286 December 1944

a.) Urennlovment insurance

b} Ixceptional unemployment allowd

ances

Decree law of 19 October 1919

Unenployment assistance

Law of 6 August 1921

Law of 25 Jure 1969

a) ALl employees (indusirial and
non—industrial staff and workers
undergoing vocational training)
b} All employees

Decree of 20 December 1963
{amended)

—_—

A1l employees covered by social
aecurity

a) Law of 11 Cotover 1940 and
Decree of 12 ¥arch 1951

b} fzzeement of 31 Dememter 1958
Crdinance of 7January 1959
Crdinanee of 11 July 1967

a) and ©) Decres—law of
4 Cotober 1915 (several amend—
ments

a) All emnlovees

B) Axl employees bound by a oon-—
tract of service to emnployers
within the scheme's field of
application (1}

— e —

a) All emplavecs

b) Workers in certain categories
snd areas who do not fulfil
the conditions required for a)

Decores of 24 May 1945 and
17 Decemver 1952

e
wmnloved paroons excest for cer-
tain categories, for exsmple,
enplovees in agriculture

l‘=

a) and b): To have regictered et
ine employment exchange as unem-
ployed and to have applied for
benafif

To be fit for work and registered
for employment

4} ang B): To have registered at
the eaployment exchange

a) and b): To have registered ab
the employment exchange

To have registered at the employ-
ment exchange

{1) France: Originally based upon contracts, this scheme has in practice been extended to cover all employees
except for certain special ¢ategories, suech as persons erployed as demestic servants.



TABLE I¥w 2

URNERPLOYNKENT

IRSURANCE

in the Community Nesber States

11/675/3/14-F

- Qualifying period

MTENMARK

TREIT

ED KIWNGDON

{at 1blylom)s

NETHERLAYDS

- have completed a minimum peried
of employment of 26 weeks during
the 3 preceding years

- 12 wonths of insurance with fund

a) Flat rain oopefit

- 24 contributions paid

~ 48 contributions paid or credit
ed during the contribution year
(1) preceding the benefit year
1

If less than 43 but not less
than 26 eontributions paid or
credited, a reduced benefit is
payable "
ar-related benefit
paveble under the zame condit-
)ionn ag for sicimesz venefit
b)) e—

at rate honnfits
- 20 employed rate
paid since entry
- 50 employved rate contributions
prid or credited in the rele-—
vant contribution vear. Reduced
berefits if 26 - 49 contributiona
naid or credited
PatTnizes-ralsted supnlenent
Title to fla% rate uwenefit and had
recikonable earnings of at least
£ 500 in the relevant fax year

cantrivutions
into insurance

a} At least 130 dava of paid em-—
ployment in the same occupaticnal
segtor during the last 12 menths

1!] and ¢)1 65 days 47 paid emplov-
ment during the last 12 months or
for the last 36 days (1]

— Maximum age

a) andé b): 68 years of age

G5

Resources

b} Inadocuate rescurces

2) and b) tone
c) Reduction of allewsnsax in tim
event of supplementary income

Waiting period

Lione

flat rate benoiits 3 days

Piak pate henefits 3 dnys

farnings

-related supplemuent:

12 days

“one

EZNSFITS

Days for which allowance is
granied

:

£ days a week

& davs A weel

6 days a week

5 days a week

Duration of payment

Wot more than 2% years

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

a) Innuranea
Flat r

- Unlinited if the claimant aged
65-57% h=ms paid at least 156 com
trivutions

— Limited to 156 days if aged un~-
der 18 ar a married woman de-
pendent o Rer husband

- Limitrd to 312 daya in other
caresg

Pay—raiatad bteneflit

Limited to 147 davs
v) Aesintarce

Uriimited

I'lat rate berefits

Limited to 312 davs excludinz
Sundays in any peried of intsrrup-
tion of emplovzent,. A claimant re-
qualifies for a further neriocd of
112 days when he haa paid a fur-
ther 13 contritmtions while work-
inm for an emplover
Famninaa-releated munvlement

Limit to 156 days (excluding Sun-
days)

a) Interim allowance: 40 davs &
year, therealier unemployment
allowanee

B) 130 days a year

2} 2 years

'(:T“ noest of the Nesber States

J-aay week.

?. Yetheriands: Wircers receiving the interim allowance are considered to te still linkad to the cccupational eector.
The trafe esoperative assoclatlions are authorized to grant this allewance for a lenger period. Therealter worikers
zav receive unemoleyTent tenefit for 78 dava im the mame wanr.



UNEAPLOYMENT [NSOURANCE

in the Commnily Kesher States

11/675/3/14-B
TABLE 1¥ . 2

CGERMANY

BELGIUM

FRANCE

ITALY

LUXEMBOURGEG

a) At least 6 months' employment
urder insurance cover during the
last 3 years

b) During the last year at least
10 weeks' ezployment under in-
surance cover or %o have received
uneaployment allowance (for at
least one day)

Peried varies aceording io the age
of the insured person: 75 working
days during the last 10 months and
600 working days during the last
36 months

a) Te have been in paid eaployment
for at least 150 days during the
lasgt year

b} At least 91 days' memberahip
ar 520 working hours over 12
months

a} At lemat 2 years of ingurance
and 52 weeits’ contributions during
the last 2 years

h) At least S weeka' contrituiions
wvefore 1949 or during the last 2
¥ears

At least 200 days of employment
during the last year

Na

55 for men
60 foxr woman

a) and 1} 65

&5

a) -
%) State of need

Faximum resources + allowanices o
FF 1 200 per month. Ho maximum
during first 3 zontha

None

None

a) 3 davs
b) Xone

a) 7 days
b) 1 day

2 days if period of unemnloyment
is less than one waek

a) and ©): 6 days a week

Working days and unpaid public
helidays

2)

and b))t Bvery day

a} and 'b}: Bvery day

Bvery day

a) Proportionate to pericds of
emplovment during last 1 years

Dmnlovoaent Allowance
6 months 78 days
9 montha 120 days

12 months 15€ days
18 months 234 days
24 monthg 112 days

b) No limik

Wo limit (except for certain cares
where unemploymen$ ig proiracted cn
recurs with unusual freouensy, hand
dicapped workers in a protected
workshop and workars with reduced
houzrg

a) Ho limit hut allowance reduced
by 105 after 1 vear and by 105
for each further year {marimum
reduction of 307 for workers over
B5! no reduction when joo lost
over S5)

b} 165 days ~ with extensions
varying according to worker's agze

a) 180 dave a year {extended to
360 davs in the building sector
under transitional arrangements)
b} S0 days, witha possibility of
extension

26 weeks in 12 montha




TABLE 1Y . 3

UNEMPLOYKERNT

IRSURANCE

in the Community Mesber States

I1/675/3/14-B

{at ¥ July 1%) o

Earning: taken ag reference

MTENMXNARK

TREL&ND

UNITED KINGODOM

NWETHERLANWNDS

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

Pav-ralated banefit
Cross taxable earnings in a pre-
vious income tax yenr

Barninzn-rrilated sunnlement
Averase veckls earninen {obtained
by dividina smmwal carnings by 50
in the relevant tnx vear

Fod-]

Daily eammirgs lost

year at a time by the separate
funds {at not more than Dky 132
per day)

Married weman depondent on her
husband: £ 6.55 ger week
Man. or woman otier than above:
L 7.7% per week

Pav-rolated benefit
405 if reckonanle weekly earnings
between, £ 14 and £ 50

t) Urtan aress: £ 6.35 parimum
Qther 2 £ 6.05 maximun
per week

The combined flat rate and pav-—
tolated benefits may net exceed
the porzon’s reckonndle waekly
eamines

£ 6.60 per week (1)

Insurad persons under 18: £ 4.75

Married women : £ 6.05
(1)

Farninee=rolated supnlement

33 1/35 of averaze weekly earn-
incs hetween £ 10 and £ 30 plus
15% of averste weekly earninza

between & 30 and £ 42

Limited to the amount reeded to
bring total weskly benafit (in-
cluiing fiat rate benelit, in-
creares Tor dependants and ezrn-
inrs-ralated supplement) up to
85, of averrre weckly earnines

Ceiling 90 of average earninge Pav-relatesd bone it Eorninra—ralated sunnlement a) and 1) FL 155.70 per day
£ 50 per waek L 42 .per week (5day week}
Rate Haximum rates are fixed for a a_) Flat prote henafif ¥iat rate henefit a) and b) 807 of reference earn—

ingzs

¢} 75% of reference earnings
Minimum for heads of hougenold
and single persons of 40 years
and over:

a) and b) 80% of F1 72.38

c) 75% of Fl 75.15

+5)
Family supplements

Hona

a) 1 dependent adult £ 5.05
1 or ecach Tirot two
dependent children £ 2,20
each further child £ 1.80
per week

b} 1 dependent adult
uroan areas £ 4.50 max.
other £ 4.50 max.
1 aduit + 1 child
urban areas £ 6.55 max.
other £ 6.45 max.
per week

1 dependent adult £ 5.30
lat dependent child £ 2.70
2nd dependent chilé £ 1.8
further children, each

£ 1.70 per week (1}

n -Fs r sost of the Nembar itates
{1} de from 25 July 1973.

-
" In adgdition to family allowances




URENPLOYMENT IHSURAHGE.

_1n_the Cessunity Hewber States

CERMANY

BZLGIUX

11/675/3/74-8
TABLE IV« 3

FRANCZ

IJTALY

LUXEZMBOURG

a) and b) Het earnings for the
last 20 days

iverage grosa earmings

a} -

b) Barnings on which contributions
have been paid for last 3
months

Jparnings on which sickness inmar-
ance contributions are paid

a) and b) DM 2 500 per menth

c) FP 9 280 per month

Lfr 42 267.- per monih

a) According te family situation:
B0 to 62.5% of net earnings

v} Fron 80% %o -52.5%4

Maximum for single personst

p) DM 228.60 per week

b) DM 192.00 per week

60 of earnings for onme year, then
reduced to £0% unless household
fheads

raximum Bir 452 per day

Minimum

Head of household
Single person
{6-day week)

Bfr 345
Bfr 276

a) Standard rate FF 9.10 (1) per
day “

b) 355 of reference earnines (2)
Mipimum: FF 13.92 par day (3)

From December 1974: total indem—

nity is increased to 905 of tne

grosg salary for a maximum period

of one year

a) and ¥) Standard ratet
Lit 800 per day

504 of peference @arnings

a) ard b) DM 12 per week for each
dependent verson (can be combpined
with family allowances up %c a
maximum of DM 348 per week)

a) For spouse and each dependant
peraons ¥Fr 4.- per day

*) In addition to fazily allowances.

For the firot three monthz: ¥F

10,-.

For the first three zonths: FE 16.-.

1)
2; 15% supplement during the first three montha.
3



TABLE 1V &

UNENPLOYNENT

IRSURANCE

in the Community Mesber States

11/675/3474-E

(at 1 July 19%) *

PARTIAL UYEHPLOTMENT

Definition of partial

DENMARK

IRELAND

URITED KINGCDOX

NETHERLANDS

No special definition

Any day of unemployment on which

Short-time workinz (under 48 hrg

unenploynent a perason would normally work per week) or alternating periecds
of employment with the approval
of the authorities

Conditions See Total Unemployment - S3ee Total Unemployment See Total Unemployment
(interin allowance)

Coenpensation Proportional rate as for total - See Total Unemployment See Total Unemployment

unemploymant
ACCUMULATION Persions: accumulation permitted | Wormally not payavdle with other See Tables "3ickness=Cash Bene- a) and b) Any compensatisn paid

but duration of tenefits ia
iimited

Sickness cash benefits: no
accunulation

Income rom other gainful activit
(self-eaployed activitv excepted)d
the general rule excludes accum=—
ulation. In a number of special
cages, however, accumulation ia
possible

social ingurance btenefits

fits"

'b:s' the employers is deducted
¢} —

Part of aupplementary income ie
deducted from the allowance

* For nost of the Mesber States



UNENPLOY

L

MENT (HSURANCE

in the Community Mamber States

11/615/3/14-E
TILE 1V« 4

CERMNANY

BEZLCGIUMN

TTALY

LUXEZYROUERGC

Insurance only: unavoidable
snort-iime working initially
affecting at least 1/3 and there-
after at least 100 of staff (1)

Day3 or half daya during which the
execution of the work contract is
sugpended

a) Assistance: temnararv closure
or shoert-time working (under 40
hours per week } affectine at
least 207 of the staff

b) Inrurance: pavment of supple-
mentary hours allowance

Ware supplements: temporary clos-~
ure or shert-time working [under
A0 hours per week);

for industrial workers whaose en=
terpriges have been admitted to
the wage cupplements schemej and
in certain ecases alsa for employ-

ean

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

3ee Total Unezployment and over
10" yedustion of normal working
tinme

See Total Unemployment

See Total Unemplovment

Hone

See Totzl Unemployment

Per hour of unemployment, propor-
tional rate as for total unemploy-
ment (official mcale)

See Total Unemployment

a) Hourly allowance: 1/80 of the
allowance granted to a totally
unemployed pergon for a fortnignt

h) Hourly allowanece: FP 2,80

2/3 of the total pav up o 16
nours per week, with unlimited
duraticn in the case of short-
time working and up te 4 weeks
{extension possible) in the case
of temporary closure

See Total Unemployment

Pannions: as a generail rule, no

accumulation

Sicxnegs allowance: no accuaulat-

ion

Income:

a) Income from self-employed acti~
vity taken intc account in part
g0 far as the activity does not
exclude unemployment under the
‘terms of the law

©) Entitlement 1o assistance pre-
supposes state of need

Pensions {below 60 or 65):
uneaployment allewance discontin-
ued or reduced according to rate
of pension

Incone:

no clange relating to resocurces

a) Aszistance: with allowances to
old werkers and invalidity pens-
iona: no accumulation of earnings
dally resource ceiling:
for single person

for families

FF 17.74
FP 33,40

b) Supplementarv insurance: with
allomsnce provided as unemploy=
ment assistance: accumulation pos
sible up t5 90% {954 if there are
dependants) of earnings

2} ¥o accumulation of unemployment
allowances with exceptional allow—
ances

No accunulation with sickmess
allowance

b} No accumalation with pensions

Incone: deduchted in part from
allowance

(1} In the building sector, in the event of ureaployment due ta weather conditicns (1 Movemver ~ 31 March), for each fuil day lost

compensation as for partial uneapleyment and in additiom for each hour of unemployment a supplewent equal to 5% of a mason's hourly wage.
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