Statement by Mr Wilhelm Haferkamp, Vﬁce—President of the Commission
of the European Communities, at the ﬁripartite Conference held in

Luxembourg on 24 June 1976

1« In November 1975, when the social partners, the Ministers for Economic
Affairs, the Ministers of Labour and th% Commission met in Brussels for
the first Tripartite Conference, there was already some evidence that a

recovery was on tlie way.

In fact, the upturn came sooner and proved more vigorous than

had generally been expected.

I+t was essentially the result of efforts made in the Member States

themselves.

It was made possible by

an expansionary monetary and fiscal policy,
a reversal in the stock cycﬁe, and

greater confidence in the fﬁture on the part of consumers.
|

Now that the recession, which has affec#ed the world economy since the oil
|
crisis of the autumn of 1973, has been Pvercome, we can say that:

|
despite the great strains causediby unemployment, inflation

and the contraction of world traﬁe, our systems of social
1

security and of economic order héve stood the test.

We must and shall make sustained| efforts to develop them further,
strengthen and reform them. 1In doing so, we shall take into

account the experience gained during the recessione.
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2. This Conference is taking place at a time when a decisive stage has

been reached in the economic trend.
We must take this opportunity

to draw lessons jointly from past experience

and prepare together the future pattern of development.




Working together, coordinating our efforts, we have got the recovery

#off the ground".
Our task now is one of consolidation.
We all share the responsibility for this:

governments,
employers! organizations,
trade unions,

European institutions.

Only if the recovery is consolidated will we have a basis from which to
tackle properly and overcome the regional and sectoral structural problems

facing us in the medium term.

The recovery is threatened by several spurces of danger:

~ The volume of investment in the Community is still far below the
pre-crisis level. We must mak% up the ground lost and forge
further ahead without delay.

Only once this has been donk can we raise our standard of

|
living in the medium term apd restore full employment.

Consequently, consubption must grow more slowly than

investment. :
i

Managements are buipding up again their depleted stocks,

the demand for moto? cars has revived and short—term

expansionary measur%s have been adopted: but we cannot

keep going for ever%on these developments alone.

~ The rate of inflation has neve$ been as high at the beginning of
an upturn as it is now. Even more disquieting is the fact that

consumer prices in most Member| States have been spurting again
since the end of 1975.

On an anmial basis, consumer prices in the Community rose in the
first four months of 1976 by an average of 13% as against 9% in
the second half of 1975.

If two~digit inflation rates continue, another crisis will be

unavoidablee
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v ~ On the employer's side, the overriding concern is that
price restraint will not be conducive to higher profits
because of unrest on the wages front and because of the

pressure of taxation.

There is also concern that government interference in price
formation and investment will go too far and ultimately

endanger our economic order.

All sides have a case supported by many|arguments but now, more than at

any time, sectional interests must give way to the general interest.

The will to overcome these difficulties and to achieve these targets which

has developed on all sides, must now bejtranslated into political action.

4. In this connection, some illusions ﬁill have to be dispelled:
- For example, the illusion th&t sleight—of-hand with money

!
wage rates can bring real benefits,

- For example, the illusion th#t the same franc, guilder, kroner,
lira, mark or pound can pay for two or three things at one

and the same time:

%

more private consumer goods,
|
I

more public services,

more investment.,

- For example, the illusion tha£ we can have everything at once:
s I
shorter wo*king hours,
more consu@ption,
higher invéstment,

better public services,




and, of course,|protection of the environment,
quality of life,
aid for the Third World, etc., etc.

5. Private consumption, public seryices and investment can be increased in

the medium term only if we produce more and produce more efficiently.

If GNP does not increase,

longer annual holidays,
earlier retirement,
improvement in unemployment compensation,

or a shorter working week

can be financed only from disposable income.

Therefore, a broad consensus must be built up once again backing the

principle that it is better,

10 increase the size of the totrl "cake" available than to increase

the size of one's own slice of the Ycake" now available.

A1l those concerned must accept| the implications of this and give

their nmedium—term interests priprity over short—term advantages.
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6. They will be prepared to do thi

if opportunities are evenly distributed and no group need fear

s only

that it may be taken for a ride by the others.

They will be all the more ready to

accept this

the more all those involved are convinced that the effort is

worthwhile.
Consequently, we must set ourselves

Without vigorous growth,

ambitious targets.

we cannot restore full employment,

we cannot provide the assistance for the tackward regions in

the Community which they expec

ty

we cannot honour our commitments to the developing countries.

Without a greater degree of stability we shall not be able to maintain

vigorous growth in the medium term.

A little more inflation may indeed have brought a little more

growth, but double~digit inflation rates are merely generating

unemployment.

And in the long run unemployment will erode the very bases of our

free democratic order.

Therefore we must set ourselves quantitative targets, for employment,

growth and stability.

inflation are social evils.

It is not enough for us all

to agree that unemployment and

It is not enough for us all

to declare that stability, full

employment and growth are d#sirable objectives.

\
We need concrete targets to guide ou} decisions. They will help us to

coordinate our decisions and to adju

developments.

Lt them in the light of actual




|
7. Ambitious targets can only be #ealized if governments, employers

and workers focus their policies cfrrespondingly and bring them

more into line,

|

Government policies will have to c‘ntinue to give priority to
reducing the rate of inflation in ihe months to come. This requires
a stricter control of monetary exp%nsion. Egqually necessary are
marked steps towards a reduction OT budget deficits. No country can
afford to continue to run deficits|of the size required in 1975 and
1976 to stimulate economic activit&.
Governments must, however, élso bewprepared to intervene through public
investment programmes, through spe#ific measures of employment policy
and through promotion of private i#vestment or consumption if our
objectives and expectations with régard to the reduction of unemployment
do not materialize.

}

1
8. In 1975 the Community's GNP feﬂrl - for the first time since the
war — by 2.5%. Real wages have noﬁe the less continued to rise,

\

|

Thus those who really lost out dur#ng the recession were
\

|
the unemployed, i
those on short-time, }

the young who have failed to find jobs or traineeships,

women leaving the labour foree.

If full employment is to be restored, increases in real wages must be
brought into line with real economic potential,

The adjustment problems triggered by the sharp increase in oil
prices in 1973 have not y%t been solved. As world business
and trade gets under way 4gain, we must expect our raw
materials imports to get ﬁore expensive. This further
deterioration of our term€ of trade must not give rise to

higher wage demands,



|
In the short term, as idle capacit* is brought back into use, certain

productivity gains will accrue, \

9.

This is not new progress #ade, however, but only former losses
recaptured. }

|
If managements are once more to be in a position to finance the
investments that we need in the medium term, these productivity

gains must not be allocat%d entirely to wage increases,

But the unions cannot be expected to give proper weight, in their

wages policy, to arguments of this kind, if the managements, in matters

of pricing, strive to squeeze the last penny out of the market.

Since, during an upswing, |costs per unit of output tend to
\
decline, the public can reasonably expect the management to
show rigorous pricing disﬁipline.
|
The price boom of recent jears must now give way to a boom in

the production of goods aqd services, Otherwise, official

price controls could well become unavoidable.

10. A wage policy that is more cloqely geared to real economic potential

must not be synonymous with the conservation of the status quo, neither

in the field of income and wealth distribution nor in the way economic

power is exercised.

-~ Democratization of the economy, i.e., worker participation

in company decision—making; and

- worker participation in ;he increase in real wealth and

thus a more equitable distribution of wealth

are therefore part and parcel of a comprehensive policy for stability

and full employment.
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11. This is the first time that emrloyers, workers and governments have
contributed so much effort at Community level to overcoming unemployment
and inflation. The eyes of the peoples of Europe are upon us.
}
The public expects this Confercnce to establish guidelines for
the actiion of those bearing Folltlc 1 and economic responsibilities

in the Community:

governments,
employers! federations,
trade unions,

A

Cormunity instituiionse

The Comnmission has stated what it bplicves is needed in this situation.
It has endeavcouarced 1o produce a bal%nced programme -denanding an overall
ecoromic contritution from all. Th% plan may need touching up - amplifying

-
or sirensthening — here and thcre.
|
| .
|
But it ic not meant 4o be a kird of menu from which each
|
customer can choose the dish?s nost to his tastie
|
|
Ve should endesvour today to recach igrncment on a Community sirategy for
fvll employmeni end stability so that we can instil into Buropean consumers,

|
managers and workers fresh confidence in the future.




