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The economic Hituation in the Community

Summary of fuarterly Survey No. I/I97O

The Commission has published its first .ruarterly Survey for
I97O on the 'eeonomj-c situation in the .Commun-it,y.' ,: ' :

In analysing the trends'observed at the end of f."t y"." rra
in the early months of 1970, the Commissj-on finds that during this
period business was decidedly booning in the Community. The very
rapid rise i-n aggregate dernand did, it is tfue, slow doirvn a littte
as dernand from major non-mernber countries slackened anci the expan-
sion of private consumption weakened temporarily, but the relation-
ship between supply and demand was stifl under the severe strain
caused by the appreciably slower pace at which production has b,een
advancing. This in turn was due to the unusual-ly high deg'ree of
technical capacity utilization and the very acute labour shortage,
to bad tueather and to industrial- disputes - the latter being particu-
larly sharp in ltaly, Seasonally adjusted, the level- of unemploy-
ment was very Iow.

The imbalance on the markets for goods and services and the
increase in internal and extern,rl. costs l-ed to an appreciabfe rise
in the level of prices. The Cornmunityts balance of trade with
non-member countrj-es has been deteriorating since October t969; at
the same time, the capital- account has been sfuewing heavy deficits,
due mainly to massive outflows of money and capital from Germany
following the revaluation of the German nnark; official gross gold
and foreign exchange reserves have therefore dropped sharply.

The Commission feels that the outlook for the remainder of I97O
is still much as set out in 4uerterly Survey 3/4-1969. The grourth
of external demand i-s likely to slacken further as the lvorld
business climate continues to cool- down. Internal demand by
contrast may - especi-ally in the first half of the year - expand
somevuhat more vigorously than had prevJ-ous1y been expec ted.
Private consumersr expenditure in particuLar should rise very
appreci-.ab1y, and j-nvestment activity can be expected to remain at
a high levef. For the time being, then, the expaneion of demand
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will on the whole appreciably outstrip the possibilities for an
increase i-n production, but in the second half of the year the gap
between supply and demand may narrow.

Given this outlook, the growth of real gross Comnunity product
from l-959 to r97o is at 5 t/z% likely to be higher than had been
assumed in the last luarterly Survey. lmports from non-mernber
countrj-es will at the same time he soaring. ,;ith exports expected
to rise only nodestly, the deficit on the Communityrs balance of
trade will probably, grow,appreciably, despite an improvement in the
terms of trade. There is all the more reason to fear a persistence
of the upward thrust of prices as in 1970 the ri.se in cost per unit
nf nrrr- nrr* norr f ana. i -f -,n.'lhi ngo._:-to: ga"ther--iddit^i6-na1 momenturn invr vuuPuu rual ":'i-.:: 
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On short-term economic policyr the Survey stresses the need to
maintain the restrictive line recornmended.by the Co'mmlss,ion in its;
Memorand.un of 22 De'cremb.er 1969, and in partic:ulari 't'o emphasize the
counter-cyc1ical slaht in budget policy
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d-es Communaut6s europ6ennes vient d-e publi-er son nremier
de 1 970 sur la situation 6conomique d-e la Communaut6,

Lffi
Rdsum6 du-rapport trimestriel no 1/191O sur la situation

:' 6conomique d-e la.Comrnunarit6rnunarit6
1_' i
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La Commission
rapport trimestriel
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' ,::Darrs,':son analys'e:d-e II6volution enregistr6e d l-a fin de l-!ann6e d-erni3re
'dfj'clanS^.lds premiers rnois &e tr97Os la.Corntnis$lon constate que, durant cette
p6ri-ode, 1-'r6cononie de 1a Commrlinaut6,est rest6e,sous le signe d-lune haute
conjoncture caract6ris6e. Sans d.oute 1e rythme drexpansion trds rapid.e d-e

la demand.e gl-obale a-t-il accus6 un 16ger ral-entisser'rent, tsous'ltoffet dlun
fl6chiessmont de la d.emand.e 6manant d-rimportants pays tiers et drune expan-
sion tomporairement moins vive d.e l-a'eonsommation privde. Mai-s 1es tensions
ontre l-roffre et 1a d.emand"e sont d.emeur6es trbs fortes, E\r effet, 1e d6ve-
loppement d.e la prod.uction srest r6duit sensiblement, par su.ite Cu d.ogr6
d.rutilisation extr6mement 61ev6 des capacit6s techniquese d.e Ia p6nurie aig":6
d.e main-d.toeuvre, d-e conflits sociaux qui se sont r6v616s particulibrernent
graves en ltalie, et enfin cle conditions cl-imatiques d.6favorabl-os. Lr€
ch6mage est tombd b. un niveau conjoncturol trbs bas.

Sous lreffet d.es d-6s6qui1ibres obsorv6s sur les rnarch6s d.es biens et
servicesu et d.e la hausse dos coirts tant i ltint6rieur qure l-rext6rieur de
la Communaut6, le nj-veau d.e prix srest 6lev6 sensiblement, La balance commcr-
ciale do la Comnunaut6 h. 1t6gard. des pays non membres accusc, d.epuis le moi-s
d"roctobre d.ernier, une tenCance i. la d6tSrioration. La balance des capitaux
srest so1d.6e par un d.6ficit important, principalement imputable ri lrabondancc
d.es capitaux d court * h long termer eui ont massivoment ref1u6 drAllemagne:
anris'la. r'66rraluation d.u mark. Les r6serves brutes d,tor et d"e d.evises se
sont ainsi fortement r6d.uites d.ans la Communaut6.

En cc qui concerne les perspectives d.r6vol-ution pour 197O, l-a Commissirln
estime qurolles ne se sont pas notablement modifi6es depuis lt6laboration de
son pr6c6d-ent rapportl 11 semble quo 1a croissance de 1a d-emand.e ext6rieure
d-oive conti-nuer d-e se ralentir, sous lreffet du refroid"issement progressif ,1o

1a conjoncture mond.iale. Quant A la demande int6rieure, son erpansion poumait
se r6v61er, surtout au premier semestr€, un peu plus rapide encore quril
nt3*o'i* ->6-n' initialenent. Les d6penses d.c consommation priv6e, en particulicr
d.ewraient accuser une augmentation trbs appr6ciable. Par aillelrs, on peut
srattend"ro i. Ia persistance d.tune vive actj-vlt6 d,rinvestissement. Dans ces
cond-itions, liexpansion d.e 1a d.emande globai-e d.6passera sans d.oute sensible-
ment, dans les premiers tempse les possibilit6s d.e croissa.nco d.e la produc-
tion; mais cet 6cart por:rraJ-t se r6d.u*ire au cours d.u second- semestro.
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Etant d,onn6 ces perspectives, 1e taux de croissance du prod.uit brut
d.e 1a Communaut6 en termes r6s1s pounait d.6passer celui qui avait 6t6
avanc6 d"ans l-c pr6c€dent rapport'trimestriel ot attoindro 5 1/2 /".' &1

mdme temps, los importations on provenance d"es pays non membres seront
en forte augmentation. Commeed.rautre part, j-1 ne faut srattend.re quf D.

une erpansion mod6r6e d.es exportations, le d-6ficit d.o 1a balanco commor-
ciale de la gemim,unput6 d"evtait sraccroltre:,s:en9ibl9$9,,?r!.1,,9*S,*a9lpi!.'$|Une
am6li orati on' d6s tU;o" d e " I i 6change ;'' I,ilpfr;i;taiide"A;- ffi 'hans'se d,es
prix est d"tautant plus b redouf,ei d,ie, Aiin;'l6"t1updit des pays membres,
ltaugrnontation d-es coil.ts par unit6 prod.uite aura p1ut6t tend.ance b s'racc616rcr
en 1pTQ.,;q, .,.; , I ' )
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Srrr. la rr1a.11 d"e la politiquo conjoncturello, 1e rapport insiste sur la
n6cessit6 d,e maintenir 1a }i&1e restrictive rebbrnmand-6e par la Commission
d-ans son Ui6morandum du 2,2 d"6cembre 1969e et en,'parficulier'de'mettre lf accent
sur 1torientation antic5rclique ,le 1a poLi.tiqul budl*6taire. '-,,
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