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.k . The. Commiss1on of the. Europeen Commwnities has jnst’ oubllshed 1ts flnal report
,_3[,gfor 1975 on-the: econvmic sitvation in® the*eommun1tv the report examlnes econo~
mic trends daring the finsl months of this®yeas and-the Yutlosk for the’ year
‘:aheaa bu*h for the Communlty a8, &, wncle.anq for.ecch of the Member States.

;jThe Commtss;en s reporb dlepiaysua ‘cautious OptluISm. It observes tnat the
. Qeterioration.in:the-economic situation,: ‘which“begrn in the' sprlng of 197#
seens -ta. have been.che¢cked since. ‘Lagt sumimérs Indded in the autumn some pick up
M~H:1n demanq came about, oltkough stll] only af;ectlng 8- 11ﬂ¢ted number of sectors
a0, gelv ‘diie to the end of the
: ,destOCKLng pnocess and 2voa-t6 . some renewed SuOCkleldlng, to'a ctain
normalisation of :consumer tehdsgviour:-and: ‘to ‘the figst ef ffects of° hi recovery
1# ﬂthe Morld economic .situatien; but the: stlmulatory programmeetput 1nto
;operatloﬂs dim :the. Community have ‘also comtribuved usefrllyo The 1morovement

it most uotlonmle in the federal Repuklic of Germany and in Frarnce. In the
maJorlt" of Member Statex however, che labour .iaiket: situaticn has continued

to werssn ‘and in October thﬂ number out of wo.k was .abnsut rive million,
Cnpaclty ‘UtiTization retes have remained very low. At the same. time, the basic
\vtendenrj tewards: e, weanening in infistionary: preser;ﬂs,‘whlch has contlnued
- for mors. thaa By year, saeas to have stopped and:; newed aifferences in its
i:d°velopdent from. one-couniry ta ancther: have bceome apparent . The moderate

" Burplus c¢f its current. account, which the Community had for the fﬁrst ‘half of

the year, has more recentiv tended to decline, due: to. some reﬂovcrv in 1mports

éand«a P‘lgnt deterloratioo 1n the terms of. trade.»d S TR » @

iThe Comm;sslon stresses thnt uncertalnty remains as tu the aCtual pace of

qtﬁe reco"ery, the lags® chieh. will: eppeat: before it spreade throughout the
‘bommun“', and flnally ap terits-dviation. It seems, revertheless, that ‘
developments in the coursc of the months akead will result in a progress1ve
improvement in the conjuncturai situation. Not: onl“ should the components of
demand which have- already’ progressed, particutarly: household expenﬂlture, ‘beécome
nore buoyant ‘but it cen also be e¥pacted that fiked business investment.

will stop declining, in the ‘majority of member courtries, or even experience

a recovary in some of them. . This is of fundanantal imwportance, since

it can lead in the latter part of the year tc 2. grudual improvement in the
emp]oymﬁnt situation in the Community. Neverthel. .88, an essential condition

for its real*satlon is that proflto increase and are translated as quickly as
pos5rb1e into new investmen*, without provokinug new Inflationary pressures.
Undoubtedly the. .probable slowdown,:n the- rise ot unit wage costs can induce
some prugent optimism in his regara. But -despite .the:.perristence of substan-
tially undervtilized prcduction capacity ir numercus sectors, the- danger .of

new intf:stionary upsets nad aoubts about . -the economic recovery have not "been
completely removed. -Cyeli .al factoru could equeclly contribute to this development
as the etrurture of supp'y which hac come abovt berause of the relative rise in
ensrgy n.ices, may not e as able‘as;in.theipast\co‘adjust to\the expected - '
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strengthening in demand. In total it is foreseen that gross domestic

product in real terms will increase by around 3% in 1976, whereas a fall

of the order of more than 2 1/2% will undoubtedly be reeorded in 1975. Such
rates of growth should only result in a moderate deterioration in the current
account balance of the Community especially if those member countries which
have been most hit by the rise in prices in imported oil are able to benefit
completely from the recovery. expected in the world c¢onjunctural situation.

The report also sets out the views of the Comm1551on on the economic policy
problems faced in the Community. In .the present 'situation the Commission does
not believe that -additional ‘global reflatlonary measures are appropriate. But
it considers that it is essentlal that the measures already dec1ded upon should
be applied energetlcally ana w1thout delay. S

n ;the .immediate . future 1t is approprlate that.. budgetary pollcy -in most. . member
ountrlea should contlnue to.support 3conomic: act1v1ty,»and that. the expanslon-
ry,. stanqe of monetary pollcy should be, malntained. o Cane

s'far' as-the stance 6f conjunétiiral ‘policy later on 1e'edncérnéd}"1t“w°uld
e suitalble to adopt an extremely flexible.attitude.-Given the -tincertainties
thh stlll exlst the authorltles responsible for econofiic: ‘policy -should be
n.a position as. necessary to redirect rapidly the instruments avallable
1ther in an: -eXpansionary or. & . restrictive way« Furthermore it seems . ‘important
rom a sectoral Vieprlnt tQ favoun those economic-activities which, - like
onstructlon . have a. st;png ;mpact on the level of employment. There. is-little
pportunLty, however, to. obtain in:a shert time a reduction in unempleyment
iven that An . a, 51tuatrqn where there exists gubstantial- produetmvity reserves,
recovery in output will, only be followed by an’. 1mprovemeﬁt Ln employment
fter some tlme-lagq . .o . b i L

o ‘the’ months ahead the recoVery ‘of world trade takes on a spe01al
mportanoe. In th1s reSpect the Communlty assumea a double respons1b111ty

_to help the developlng cpuntr;es affected by the 011 crigis and ‘the recession
.to flnance their large external deficits, and so to- contribute to:'the stabi~
;llty of trade flows. between the. 1ndustrlallzed ccuntries and the developlng
fcountrles, R Gr e : Seeeagn PR ra A

to line itself up agalnst the dangerous tenden01es to adapt protectlonlst
measures both within and ‘outside the' Community. It would be unfortunate if
some. Commun%tyfcpuntrles started on: this. path,.even on a. temporary- ba51s,
.when the llberallzatlon of forelgn trade and: the development of’ wbrld trade
1s a. condltlon,necessary for: a durable conjunctural’ expansion. ;'
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