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~= " MEL RIVOLGERE IL VIVO RINGRAZIAMENTO peLL’IR]

AL - ComMissARIO DAVIGNON, CHE HA ACCETTATO DI PARTECIPARE A QUE-
STO CONVEGNO IN QUALITA DI RELATORE. GENERALE: AT PRESIDENTI CARLI
'E STORTI CHE VI FIGURANO QUALI CONTRORELATORI, AI MINISTRI. Al PAR
LAMENTARI E ALLE PERSONALITA TUTTE CHE CI HANNO ONORATO DELLA LORO
ADESIONE, VORREI LIMITARMI, NEL CORSO DI QUESTO INTERVENTO INTRODUT.
TIVO,A CHIARIRE LE RAGIONI CHE CI HANNO SPINTO A FARCI PRGMOTORT

DI QUESTA INIZIATIVA, M1 BASTERA PRCBABILMENTE ACCENNARE  AD
ALCUNE. -  CONSTATAZIONI = FONDAMENTALI. LA PRIMA

DI QUESTE ATTIENE AL CARATTERE DI SVOLTA RADICALE CHE HANNO AVUTO
NELL 'ECONOMIA INTERNAZIONALE 1 FATTI VERIFICATISI TRA L'ESTATE DEL

‘71 E L'AUTUNNG DEL ‘73 CON LA CRISI DEL SISTEMA MONETARIO E LE DIE

_FICOLTA SOPRAGGIUNTE NEGLI APPROVVIGIONAMENTI ENERGETICI. PER EFFET
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FETTO DI TALI AVVENIMENTI,  E - ENTRATA IN CRISI - PRESSO |
L'OPINIONE PUBBLICA PRIMA ANCORA CHE NELLA RISTRETTA CERCHIA DEI CUL
TORT DI COSE ECONOMICHE -~ LA FIDUCIA SPONTANEISTICA NELLA CAPACITA DEL
SISTEMA DI AUTOREGOLARSI NELLA MISURA NECESSARIA A GARANTIRE IL PROSE
GUIMENTO INDEFINITO DELL’ESPANSIONE., ACQUISTAVANO INTANTO  URGENZA

DI CONFRONTO CONCRETO ALCUKI .- TEMI AGITATI IN PASSATO A LIVELLO

PIU  CULTURALE CHE POLITICO: LA  CRITICA DEL CONSUMISMO,AD
 'ESEMPIO,  LE PREOCCUPAZIONI ECOLOGICHE, L'ESIGENZA DI ARGINARE LA
DIVERGENZA = (POTENZIALMENTE ESPLOSIVA) TRA IL MONDO IN-
DUSTRIALIZZATO E IL RESTO DELL'UMANITA. COME SEMPRE AVVIENE NEI MO-
MENTI DI CRISI., LA NECESSITA DI UN MUTAMENTO QUALITATIVO SI & IMPO-
STA CON CRESCENTE EVIDENZA ANCHE A QUELLI CHE AVEVANO FINITO CON L'ABL
TUARSI A CONCEPIRE IL FUTURO IN TERMINI DI MERA ESTRAPOLAZIONE DELLE
TENDENZE PASSATE.
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| NULLA ‘FORSE ILLUSTRA TANTO BENE IL CARATTERE RADICALE DI QUESTA
SVOLTA QUANTO L'IMPATTO CHE ESSA.HA ESERCITATO SUL PROCESSO DI INTE-

GRAZIONE EUROPEA.COLORO CHE SDNG STAT PERSONALMENTE COINVOLTI NELLA PRL

MA FASE.DI ATTUAZIONE DEL TRATTATO DI ROMA BEN RICORDANO QUANTO LA FL
DUCIA L NELL'AUTOSUFFICIENZA DEGLI AUTOMATI-
SMI DI MERCATO, ASSECONDATI DA UNA POLITICA ANTICICLICA ORMAI SPERI- .
MENTATA FOSSE ALLORA UNIVERSALMENTE DIFFUSA A TUTTI I LIVEL
L1 GLI . STESSI PROBLEMI SOCIALI, ANCORA APERTI IN TALUNE AREE
ARRETRATE DELLA COMUNITA A COMINCIARE DAL NOSTRO HEZZOGIORNO, ERA-
NO CONSIDERATI COME MERI  FATTI RES IDUALI

CHE L'ULTERIORE CRESCIfA ECONOMICA AVREBBE COMUNQUE SANATO. Lo squi-
LIBRIO TRA COORDINAMENTO POLITICO E LIBERALIZZAZIONE DI MER-
CATO, VIA VIA ACCENTUATOSI IN CONSEGUENZA DEI . PROGRESSI DI
QUEST'ULTIMA A DANNO DELLE ZONE MENO FAVORIT; NON AVREBBE POTU
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TO PREOCCUPARE ECCESSTVAMENTE CHI CONCEPIVA LA COESIONE POLITICA DEL

L'AREA INTEGRATA COME UNA.CONSEGUENZA AUTOMATICA DELL'IN-
TERPENETRAZIONE TRA LE FORZE ECONOMICHE. |

QUESTI ORIENTAMENTI HANNO SUB}TO_NEGLI ULTIMI ANNI UNA REVISIQ

NE IMPOSTA DALLA FORZA DELLE COSE. TuTT! I PAESI

DELLA COMUNITA ERANO PREVALENTEMENTE 0 QUASI ESCLUSIVAMENTE CONSU -

MATORI DI PRODOTTI PETROLIFERI E PERTANTO PIU DIRETTAMENTE COLPITI
DALL'EVOLUZIONE INTERVENUTA NEI RAPPORTI D1
MERCATO, - C1d - SPINGEVA INDUBBIAMENTE LA COMUNITA VER
SO UNA MAGGIORE ASSUNZIONE DI INIZIATIVA INTERNAZIONALE NEI CONFRON
TI DEI PAESI PRODUTTORI, INTERESSATI JEL RESTO DA LARGHI PROCESSI DI
DIVERSIFICAZIONE ECONOMICA CHE APRIVANOFU_INDUSTRIA EUROPEA NUOVI
MERCATI DI ESPORTAZIONE E DI INVESTIMENTO.SI MOLTIPLICAVANO ALL'IN

v egmewm o e . s C - @ e T e, o imw - - * e pin- - EFR T
Y - . -



5.

TERNO DEI SINGOLI PAESI MEMBRI  INTERVENTI DI ISPIRAZIONE O DI EF-
FETTO PROTEZIONISTICO SOLLECITATI DALLA DIFESA DELLE RISPETTIVE PA-
RITA NELLE NUOVE CONDIZIONI DI INSTBILITA MONETARIA GENERALIZZATA,E c1d
RENDEVA EVIDENTE CHE, PROSEGUENDO NELLA STRADA INTRAPRESA,SI SAREBBE

GIUNTI ' - AD UNA ESASPERAZIONE DEGLI SQUILIBRI STRUTTURA-
LI ESISTENTI ED ALLA CRISI DELLA STESSA INTEGRAZIONE DI MERCATO. IL
FATICOSO RILANCIO DELLA PROBLEMATICA ISTITUZIONALE " . REGISTRA

T0 NEGLI ULTIMI ANNI, CHE TROVA IL SUO PUNTOQO SALIENTE NEL TENTATI-
VO ATTUALMENTE IN CORSO DI RIFONDAZIONE DELL'UNIONE ECONOMICA E MO-

NETARIA, E IN DEFINITIVA UN ABBOZZO DI RISPOSTA POLI-
'T1 A ALL'ATTUALE CRISI DELL'ECONOMIA. :
A MIO AVVlsq | L'EVOLUZIONE DEL

LE RAGIONI DI SCAMBIO INIZIATASI CON L'AUMENTO DEL PREZZO DEL PETRO-
L10 E UN FENOMENO IRREVERSIBILE E DESTINATO AD ESTENDERSI PROGRES

e R PR — D e e e, e e r . ap e e e e e R+ a2 e 4



SIVAMENTE ALLE MATERIE PRIME NEL LORO COMPLESSO.10 QUINDI RITENGO CHE
I MUTAMENTI INTERVENUTI NELL ' ECONOMIA INTERNAZIONALE DEBBANO ESSE-
RE ASSUNTI COME UN DATO  PERMANENTE. CON GLI E -
LEVATI COSTI DI TRASFORMAZIONE CHE NE CONSEGUONO. L'ESISTENZA DI QUE
STO VINCOLO OGGETTIVO PONE DI PER SE PROBLEMI DI RISTRUTTURAZIONE - CQ
MUNI A TUTTA L'INDUSTRIA EUROPEA.ANCHE I PIU FORTI DEI PAESI
MEMBRI DEVONO OGGI MISURARSI CONLA DIFFICOLTA DI GARANTIRE NELL'AM-
RITO NAZIONALE UN PIENO UTILIZZO DEI FATTORI PRODUTTIVI A COMINCIARE
DALLA FoRzA LAVORBOYTRE BAsso SAGGIO DI SVILUPPO, IN UNA SITUAZIONE
CARATTERIZZATA DALL’ARRIVO SUL  MERCATO DI NUOVE LEVE PAR-
TICOLARMENTE NUMEROSE. RENDE SPESSO ALEATORIE LE PROSPETTIVE DI UN
LORO INSERIMENTO NEL PROCESSO PRODUTTIVO. IN QUESTO SENSO, PUD DIR
SI CHE I CONTRACCOLPI STRUTTURALI DELLA CRISI MONDIALE HANNO PORTATO
'ALL' INTERNO DEGLI STESSI PAESI DI PIU ANTICA INDUSTRIALIZZAZIONE UNA
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TEMATICA AFFINE PER ALCUNI ASPETTI A QUELLA PROPRIA DEI PAESI EMER-
GENTI. D'ALTRO CANTO, IL GENERALIZZARSI DELL'INTERVENTO PUBBLICO.
CUI STIAMO ASSISTENDO IN MISURA TALORA IMPRESSIONANTE' NEGLI ULTIMI
TEMPI. E LA NUOVA ATTUALTA CHE I TEMI DELLO SVILUPPO REGIONALE ASSUMOC

NO NEL MUTATO CONTESTO DI MERCATO RENDONO SEMPRE PIU PALESE L’ INTER-

DIPENDENZA ESISTENTE TRA LE DIVERSE SITUAZIONI,

"ANCHE A QUESTO RIGUARDO., L'ESIGENZA DI UNA MATURAZIONE POLITI-
CO-1STITUZIONALE CHE ASSICURI UN REALE COORDINAMENTO TRA I MOLTEPLI-
CI INTERVENTI DEGLI STATI NAZIONALI SEMBRA ANDARE DI PARI PASSO CON
WNA PRESA DI COSCIENZA DELLA COMPLESSITA DEI PROBLEMI POSTI DALL'INTE
' GRAZIONE ECONOMICA TRA AREE A LIVELEO- DIVERSO DI SVILUPPO. DAL PUNTO
DI VISTA ITALIANO - TALE EVOLUZIONE APPARE “POSITIVA,
NELLA MISURA IN CUI POSTULA IL SUPERAMENTO DI UNA CONSIDERAZIONE "AS
SISTENZIALE"DEL CASO ITALIANO. VISTO COME UNA ANOMALIA O COME uN'EC

R
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CEZIONE CHE CONFERMA LA REGOLA.TALE SUPERAMENTO SARA RESO DEFINITI-
© VO DAL.PROSSIMO ALLARGAMENTO DELLA COMUNITA AD ALTRI Pags1 DELL'Ey
ROPA MERIDIONALE. ' |

CERTO. TALE SUPERAMENTO NON POTREBBE ESSERE UNILATERALE:ESSC DE
VE PASSARE;ATTRAVERSC'UN DIVERSO COMPORTAMENTO DELLO STATO £ DELLA |
SOCIETA ITALIANA, CHE TROPPO SPESSO IN PASSATO SONO SEMBRATI RICORDAR
'S$1 DELL' ESISTENZA DELLA COMUNITA SOLO AL MOMENTO DI FORMULARE RICHIE

STE NON SEMPRE DEL RESTO SUSCETTIBILI DI CONCRETO ACCOGLIMENTO. LA
CIRCOSTANZA cHE . L’'ITaLIA

VESTIMENTO SOLO LA PARTE RESIDUALE DELLE PROPRIE RISORSE, SACRIFICAN-
DO LE RAGIONI DELLO SVILUPPO FUTURO A QUELLE DI UNA POLITICA REDISTRL
BUTIVA NON SEMPRE ILLUMINATA SEMBRANO GIUSTI -

ABBIA A-LUNGO DEDICATO ALLTIN

e i e e e, A Pt A b i

Kot 1 w18

v



O

FICARE IN LINEA DI PRINCIPIO LA PREOCCUPAZIONE DEI PAESI MEMBRI ECQ
NOMICAMENTE P10 FORTI CHE AD UNA ACCRESCIUTA SOLIDARIETA FINANZIARIA
ST ACCOMPAGNT NELL'AMBITO COMUNITARIO UN CORRELATIVO RAFFORZAMENTO
DEGLI STRUMENTI DI  CONTROLLO.  JON A CASO. .IL PRGSRAMMA TRIENNA-
LE PREDISPOSTO DAL MINISTRO DEL TESORO PANDOLFI., SIGNIFICATIVAMENTE
INTITOLATO “"UNA SCELTA PER L’EUROPAY SI MUOVE APPUNTO NELLA DIREZIO-
NE DI UNA RIQUALIFICAZIONE PRODUTTIVISTICA DELLA SPESA PUBBLICA ITALIA
NA. E' ALTRETTANTO SIGNIFICATIVO TUTTAVIA CHE PROPRIO IN TALE CONTE
STO.PRELIEVO FISCALE E SPESA PUBBLICA SI PRESENTINO COME LA STRUTTU-
RA PORTANTE DELL’INTERA POLITICA ECONOMICA, PONENDOSI GOME LA CONDI-
ZIONE PRINCIPALE DELL'INDISPENSABILE RIATTIVAZIONE DEGLI STESSI MEC-
CANISMI DI MERCATO. E' QUESTA A MIO GIUDIZIO LA SOGLIA DECISIVA CHE
IL COORDINAMENTO POLITICO COMUNITARIO DEVE SUPERARE PER GIUNGERE AD
_UNA CONSIDERAZIONE REALISTICA DEI PROBLEMI CHE OGGI SI PONGONO NEL-
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L'AMBITO DELL'ECONOMIA ITALIANA E NON SOLTANTO DI ESSA, | ‘
IN REALTA, ANCHE SUL TERRENO PI0 LIMITATO DEI PROBLEMI INDUSTRI4
L1, CHE DIRETTAMENTE CI PREOCCUPANO IN QUESTA SEDE, IL DISCORSO £ ORM
CON OGNI EVIDENZA QUELLO DEL COORDINAMENTO POLITICO. LA LEGGE 675 INA‘
MATERIA DI RISTRUTTURAZIONE E RICONVERSIONE INDUSTRIALE HA RAPPRESEN
TATO IN QUESTO SENSO UN CONTRIBUTO RILEVANTE AGLI SFORZI CHE ANCHE ‘
IN SEDE COMUNITARIA SI COMFIONO PER. GIUNGERE AD UNA VISIONE ORGANICA
DEGLI INTERVENTI PUBBLICL CHE LI RENDA RECIPROCAMENTE COMPATIBILI E
RICONDUCIBILI A DISEGNO COMUNE., M L' ATTUALE
NORMATIVA - COMUNITARIA, CHE IGNORA OGNI ESPLICITO RIFE-
RIMENTO AD UNA POLITICA INDUSTRIALE COMUNE E CONDIZIONA (COME ANCHE DI
RECENTE S1 £ POTUTO CONSTATARE) GLI STESSI INTERVENTI DELLA COMMISSIO-
NE AD UNA DISCIPLINA DELLA CONCORRENZA CONCEPITA IN UNA SITUAZIONE STOQ
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RICA PROFONDAMENTE DIVERSA DALL'ATTUALE. £ DAVVERO ADEGUATA A COM-
PITI TANTO IMPEGNATIVI COME QUELLI CHE PROPRIO IN SEDE COMUNITARIA -
CI VENGONO PROPOSTI, DAL TRASFERIMENTO DI TECNOLOGIE ALLA RISTRUTTU -
RAZIONE DEI SETTORI MATURI E ALLO SVILUPPO DI QUELLI D'AVVENIRE'
A QUESTO RIGUARDO, MOLTEPLICI E LEGITTIME SONO LE PREOCCUPAZIQ
NI DEL SETTORE PUBBLICO IN GENERE,E IN PRIMO LUOGO DI UN GRUPPO CO-
ME L'IRI., FORTEMENTE PENALIZZATO DALL’ATTUALE CRISI ANCHE A MOTIVO
DEL SUO LARGO IMPEGNO IN SETTORI CPID -
ESPOSTI' Al CONTRACCOLPI NEGATIVI DELL'INDEBOLITA DOMANDA MONDIALE
E DELL'EMERGENZA DI NUOVI CONCORRENTI. SIAMO ANZITUTTO SENSIBILI AL
RISCHIO CHE LO STESSO INCALZARE DELLA CRISI.  CHE . SOLLECITA IN
MOLTI PAESI UNA CRESCENTE PRESENZA PUBBLICA IN TALI sETToRIIANCORI
NELLA STESSA MISURA LE IMPRESE A CONTROLLO PUBBLICO AD UNA LOGICA DI

l/l
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SALVATAGGIO, CON PERDITA DI IMPRENDITORIALITA E CON L’INSORGERE DI CON?.

" TRADDIZIONI INSUPERABILI TRA UNA POLITICA DIFENSIVA ALL'INTERNO DEL-
LE RISPETTIVE ECONOMIE E UNA PROIEZIONE ESPANSIVA VERSO I PAESI EMER-
'GENTI. TALE RISCHIO CI APPARE TANTO PIU GRAVE IN QUANTO UNA GESTIONE
DELLA POLITICA INDUSTRIALE COMUNITARIA INTESA AD OPERARE LE RIDUZIONI
DI CAPACITA PRODUTTIVA IMPOSTE IN TALI SETTORI DALLA NUOVA DIVISIONE IN -
TERNAZIONALE DEL LAVORO POTREBBE IN TALUNI CASI SORTIRE EFFETTI OPPO-
STI A QUELLI DESIDERATI SACRIFICANDO DI FATTO IMPRESE COMPETITIVE A ME
DIO-TERMINE,CHE PAGANO NELL'IMMEDIATO LO SCOTTO FINANZIARIO DI UN IM-
PEGNO DI -RINNOVAMENTO PERSEGUITO IN AVVERSE CONDIZIONI CONGIUNTURALI.
ANCOR PIU CI PREOCCUPA INFINE IL PERICOLO CHE IN NOME DI PUR LEGITTI-
ME ESIGENZE DI TRASPARENZA COMPETITIVA SI IMPONGANO ALL'IMPRESA PUBBLL
CA VINCOLI DISCRIMINATORI., SOSTANZIALMENTE INCOMPATIBILI CON UNA GE-
STIONE DI TIPO IMPRENDITORIALE E TALI DA INCORAGGIARE PIUTTOSTO IL

!/l‘
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CONSOLIDAMENTO E L'ESTENSIONE DI AREE DI CAPITALISMO ASSISTITO, VIRTUAL-
MENTE SOTTRATTE ALLA NORMALE DIALETTICA DI MERCATO. |

A QUESTE PREOCCUPAZIONI ~ SI  AGGIUNGONO . QUELLE INERENTI AL-
LA DIFFICOLTA CHE HA INCONTRATO FINORA LO SVILUPPO DI UNA SOSTANZIALE
COOPERAZIONE COMUNITARIA NEI SETTORI AD ALTO CONTENUTO TECNOLOGICO E
AD ELEVATO VALORE AGGIUNTO, CHE PUR MAGGIGRMENTE ESIGEREBRERO -UNO
SFORZO COMUNE PER LA DIMENSIONE DEI MEZZI FINANZIARI E DELLE CONOSCEN-
'ZE TECNICHE CHE IN TALI CAMPI SI RICHIEDONO, LA MAGGIOR DIFFICOLTA
Pl COORDINAMENTO IN UN TERRENO COME QUESTO E ILLUSTRATA DALL'IN-
TERA STORIA DELLA COMUNITA EUROPEA. DOMINATA DAL CONTRASTO FRA IL FAL-
LITO TENTATIVO DI COSTRUIRE UN'INDUSTRIA NUCLEARE COMUNE £ IL CONSOLI-
DARSI DI UN REGIME FORTEMENTE PROTEZIONISTICO NEL SETTORE AGRICOLO. IN
QUESTO SENSQ, LA RISPOSTA ALLA SFIDA RIVOLTA ALL'INDUSTRIA EUROPEA DAL-
LA NUOVA DIVISIONE INTERNAZIONALE DEL LAVORO CONDIZIONA DIRETTAMENTE
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“L/AVVENIRE DELL'INTERA COMUNITA E IL SUO STESSO SIGNIFICATO RISPETTO
AL PIU VASTO AMBITO DEGLI SCAMBI INTERNAZIONALI,

[NVESTITA DIRETTAMENTE DA QUESTA PROBLEMATICA CHE PONE IN DISCUS-
SIONE LE SUE RESPONSABILITA FUTURE E LA SUA STESSA IDENTITA, SPECIE
IN UN PAESE COME L'ITALIA, SITUATO GEOGRAFICAMENTE E STORICAMENTE AI

MARGINI TRA MONDO INDUSTRIALIZZATO E PAEST ENERGENTI L'IMPRESA'PUBBLI‘ﬂ

CA, OGGI PRIORITARIAMENTE IMPEGNATA NEL RISARAMENTO DELLE SITUAZIONI
COMPROMESSE DALLA CRISI., CERCA FATICOSAMENTE LA STRADA DI UNA CARATTE‘
RIZZAZIONE CHE RISPOMDA AL MUTATO ORIZZONTE STORICO IN CUI SI TROVA AD

OPERARE., CONSAPEVOLI DELL IMPOSSIBILITA DI TROVARE RISPOSTE VALIDE CHE

NON STANC GLOBALI, , ABBIAMO ASSUMTO UNA
INIZIATIVA CHE NEL SENSO MIGLIORE POTREBBE DIRSI PROVOCATORIA INVITAN-
DO A QUESTO TAVOLO IL RESPONSABILE DELLA POLITICA INDUSTRIALE IN VIA

o
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DI ELABORAZIONE A LIVELLO COMUNITARIO E DUE TRA I PIU AUTOREVOLI ESPQ |
NENTI DEL MONDO ECONOMICO ITALIANG. DAL DIBATTITO CHE ESSI AVVIERAN-
NO E CHE CI AUGURIAMO TROVI LARGA ECO NEGLI INTERVENTI DEL QUALIFICATO:

- PUBBLICO PRESENTE, L*IRI SI RIPROMETTE DI TRARRE ELEMENTI DI RIFLES- |

SIONE SUSCETTIBILI DI TRADURSI IN ORIENTAMENTI OPERATIVI, ‘
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ATLANTISCHE GEMEINSCHAFT, EUROPA, DEUTSCHLAND:
OPTIONEN; OBJEKTE ODER UMFELDER BUNDESREPUBLIKANISCHER
AUSSENPOLITIK?

Einfihrung

Das interessanteste an der Fraée nach der Oriehtierung der
westdeutschen AuBenpolitikd ist, daB sierﬁberhaupt jetzt ge-
stellt wird. Hat sich dielBonner AuBenpolitik verdndert?
Oder hat sich vielleicht die Welt verdndert, in der die Bun-
desrepublik AuBenpolitik tréibt?lvieles spricht fﬁr die zwel-—
te Version. Im historischen Langsschnitt gesehen, hat sich an
der bundesrepublikanischen AuBeﬁpolitik nichts-Substantielles
geéndertf Sie versteht sich als europdischer Regionalstaat,
der auf die Zusammenarbeit mit den westeuropiischen Staaten
im Rahmen der EG angewiesen ist ﬁnd sie deswegen fdrdert. Sie
versteht sich als Mitglied der_Atlaﬁtischen Gemeinschaft, auf
deren, vor alleﬁ von den USA erbrachte Schutéfunktion sie
nicht verzichten kann. SchlieBlichrtrégt sie an der deutschen
Teilung, kann und darf sie weder die 16 Mio Deutschen in der
DDR noch die Tatsache vergessen, daB auch die osteuropdischen
Stagten und zu einen groBen'Teii die Sowjetunion zu Europa ge-
horen. An dieser Problem-Quadriga arbeitet die Bundesrepublik,
seit 1955 die deutsche Frage von der Agenda der Weltpolitik
gestricheh uﬁd durch die Entspannung ersetzt wurde. Seit bei-
nahe 20 Jahren also verwirklicht die Bundesrepublik ihre Si-
cherheitsinteressen ilber die Zusammenarbeit in der NATO, ihre
wirtschaftlichen”Interessen in der Européischen Gemeinschaft,

ihre Deutschlandpolitik im Rahmen der Vier-Michte-Verantwortung

und ihre Entspannungs¥Politik in enger Abstimmung mit den
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Vereinigten Staaten, GroBbritannien und Frankreich. Seit 30
Jahren betreibt sie eine unilaterale Politik, Qeil es .eine
mﬁltinationale Alternative dazu nicht gibt. Unilateral ist
aber nicht gieiéhbedeutend mit national, bezeichnet den Pro-
zeB, nicht den Inhalt einer Politik.‘Bonn denkt 1978 weniger
nationél als 1948; es handelt 1978 nicht anders als nach 1855,
nach der Wiedererlangung seiner Souverinitdt: ais unabhdngiger
Staét, der auf bestimmte Souver&dnitédtsanspriiche verzichtet hat.
Auch'ékonomisch hat sich kaum etwas gefndert: das Wirtschafts-

wunder der 50er Jahre ist zum Stabilitétswunder der 70er ge-

- worden. Was also hat sich geandert?

Umwelt und Kontext der westdeutschen AuBenpolitik ﬁaben sich
éeandert. Die Entspannung, 1955 nur als Silberstreif am Hori-
éont erkennbar, ist seit 1972 zum dominanten Muster im Ost-

West-Konflikt geworden. Der amerikanisch-sowjetische Konflikt
wurde durch die partiélle Kooperation der beiden Supermidchte

erganzt und modifiziert. DPement sprechend &dnderten sich Funk-

“tion und Wert der westlichen Milit&rallianz. Als Folge des

Vietnam-Krieges und der Inflation schwidchte sich die amerika-
nische Hegemonie iiber Westeuropa ab, ausgedrﬁckf durcﬁ die
Nixon-Doktrin und den 15. August 1971. Die Olkrise verschirfte
die wirtschaftlichen Prébleme derer, die.échon genug davon hat-
ten. Die Erweiterung der EG erweitefte den-HandlungsSpielraﬁm

derjenigen Mitglieder, die ihn auszunutzen vermochten.

Diese Umweltverdnderungen zu betonen, stellt keinen dialekti-
schen Kunstgriff dar, mit dessen Hilfe die Bundesrepublik aus

der Kritik entlassen werden kénnte. Die Interdependenz hat



_bewifkt,.daB in der internationalen Politik die Reichen ge-
nausowenig aus der Verantwortung filir die weniger Reichen und
die Armen entlassen k&nnen wie in der Innenpolitik. Verdinder-
te Bedingungen erfordern eine veridnderte Politik. Fﬁr'die
Analyse aber ist es ganz entscheidend, ob die Ver&nderungen
in der Bundesrepublik oder in ihrer Umwelt stattgefunden haf
wen. Die Diagnose eines sich verstirkenden Unilateralismus
fihrt zu verschiedenartigen Therapien, je nachdem ob das Phi-
nomen mit einem sich verstidrkenden Nationalismus oder mit
sich vermindernden Xooperationschancen erkiért werden mufli. Im
erstereﬁ'Fall muB sich die Bundesrepublik, im zweiten miissen

sich' alle Staaten einer entsprechenden XKur unterziehen,

Hiexr wifd die These entfaltet, dal sich an den Zielen der bun;
_desrepublikanischen AuBenpolitik nichts geéﬁdert hat, die nach
wie vor aui Eurcpa und die Atlantische Gemeinschaét gerichtet
sind. Der Kontext dieser Politik hat sich jedoch entscheidénd
undrmehrfach gewandelt. Diesem Wandel haben die Mittel, denen
die Ausfihrung der Peclitik anvertraut wurde, nicht Rechnung ge-
tragen.Dadurch haben sich zwischen der Bundesrepublik und ihren
EG-Partnern sowie den USA Differenzen eingestellt, die sich ﬁbeg
Zeit vertieft und den Unilateralismus gefdrdert haben. Diese Dif-
ferenzen k&nnen durch Anpassungen der verschiedenen Seiten, |

am besten durch eine solche aller Seiten beseitigt oder zumin- -
dest abgeschwidcht werden.ZDas Problem betrifft dbrigens keines-
weds nur das Verhdltnis der Bundesrepublik zu den westeurop&i-

schen Staaten, sondern das aller EG-Partner untereinander.

Unilateralismus ist kein Monopol der Bundesrepublik. Er wird



hier nur deswegen hetont, weil er den meisten Problemen zu-
grunde- liegt, mit denen die Kritiker der Bundesrepublik sich
beschiftigen. Es geht nicht um dié Ziele Bonns. Die Bundes-
republik versteht sich aus Uberzeugung, Interessen und geo-
graphischer Lage als westeuropdischer Staat. Sie denkt at-
lantisch aus Griinden der Sichefﬂeit und - der ideologischen
Verbundenheit mit den-Vereinigfen-Staaten. Diese Basis ist un-
verdndert stabil. Bei der Verwirklichung dieser Politik jedoch
tritt der bundesrepublikanischerUnilateralismus deutlicher Zu-.
tage, well Alternativen in der Zwischenzeit nicht eingerichtet
worden sind und die relative Machtvérminderung der EG-Partner
und der USA eine Méchtzunahme der‘Bundesrepublik bewirkt. Bei
ihr wird nun stédrker sichtbar, was in den ersten 20 Jahren un-
ter der relativen Abﬁéngigkeit und Schwidche der Bundesrepublik
verdeckt, nichtsdestoweniger aber von Anfang an genauso vorhan-
den gewesen war wie bei allen anderen Mitgliedern der Européi—
schen Gemeinschaft und dexr NATO: der Unilateralismus ais die
einzige theoretisch-politisch wie prakﬁisch bewdhrte Handlungs~
weise. Die Bﬁndesrepublik hat keinen neuen NationalismusAent—
wickelt: Thre Ziele wie ihre Mittel sind konstant geblieben.

Ihr Handluhgsspielraum hingegen hat sich vergréBert.



1. Sicherheit und Entspannung

1.1 Sicherheitspolitik

Nach wie vor ist es ein Axiom der westdeutschen AuBenpolitik,
"daB das Atlantische Biindnis, in dem Amerika die wichtigste
Rolle spielt, die unverzichtbare Grundlage ist flir die gemein-
same Sicherheits- und Verteidigungspolitik“1. DaB die Sicher-
heit der Bundesrepublik bedrocht ist, steht flir Bonn auBer
Frage. Zwar hat sich das Bild der Sowjétunion inzwischen gt—
was differenziert. Ihre milit&rische Expansion gilt als der
Ausnahmefall, als der 'worst case', der mdglich, aber nicht
wahrscheinlich ist. Vielmehr benutzt die Sowjetunion ihr gro-
8es und zunehmendes Militérpotenﬁial aazu, ihren Besitzstand
und EinfluBbereich in Mitteleuropa zu sichern und, wenn moég-
lich, ihren Einflu8 nach Westen'auszﬁdehnen,‘die USA aus West-
europa zu verdréngenz. Auf diese doppelte éedrohung reagiert
die NATO, indem sie mit ihrer Abschreckungsfunktion den an-
dauérnden Aggressionsverzicht der Sowjetunion sicherstellt

und mit ihrer eigenen militdrischen Stdrke die Sowjetunion
daran hindert, ihr milit8risches Potential politisch auszunut-
zen. Beide Funktionen sind chne die Vereinigten Staaten nicht
zu erfiillen., Nur die USA verfiligen Uber dés zureichende nukleé—‘
re Abschreckungspoteﬁtial, nur sie kdénnen auf der.strategischen
Ebene die Sicherheit Westeuropas gewdhrleisten. Weder die fran-
z&sische noch die britische Militdrmacht ist dazu imstande:. Die po
litische Handlungs- und Bewegungsfreiheit der BRD ist auf den nukle:
ren Schutz durch die Vereinigten Staaten angewiesén. Jenséits

aller (wichtigeren) Gemeinsamkeiten zwischen den Vereiﬁigten
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Staaten und Westeuropa setzt diéses militdrische Datum eine

Orientierungsmarke, die flir jede Konzeption verbindlich ist.

Fiir die Bundesrepublik kommen weitere Daten hinzu. Die Frei-
heit West-Berlins und seinerverbinduﬁg zu der Bundesrepublik
hdngt ausschlieﬁlich von der Bereitschaft der Vereinigten Staa-
ten ab, dort militdrisch pridsent zu bleiben und politisch die
Siéherheit und Freiheit West-Berlins geéenﬁber_der Sowjetunion
zu gewdhrleisten. Das Berlin-Abkommen vom 3. September 1971

war nicht nur hinsichtlich seiner Genese, sondern ist fiir sei-
ne Dauer und flir seine Verwirklichung auséchlieﬁiich von den
Veréinigten Staaten abhingig 3. barliber hinaus ist die Bundes-
republik auf die Pré&senz amerikanischer‘Truppen in Westdeutsch-
land insofern angewiesen, als nur die sich'darin ausdriickende
Interventionsbereitschaft der USA die Grenze zur DDR auch'ge—
gen konventionelle Ubergriffe und lokale Kriege absichert. Fir
das erste Basisinteresse jeder politischen Einheit, die Gewdhr-
leistung ihrer physischen Sicherheit, ist die Bundesrepublik
exklusiv-aﬁf die Zusammenarbeit mit den Vereinigten Staaten

verwiesen.

Es gibt keine Alternative. Natlirlich widren theoretisch die
westeuropéischen Staaten imstande, ein Militdrpotential in der
Gr&Benordnung einer der beiden Supermdchte zu erzeugen und be-
reitﬁustellen. Pie materiellen, technclogischen und finanziei—
len Mﬁgliéhkeiten dazu'wéren durchaus gegeben. Es ist auch
nicht zu bestreiten, daB die Existenz einer solchen europdi-

schen Streitmacht das NATO-Bilindnis von dem Kardinalproblem der
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Entscheidung liber den Atoﬁwaffeneinsatz béfreien und das ame-
.rikéniSCﬁ—européische Verhdltnis langfristig éﬁtlasten wﬁrdeé.
Sogar der vertragliche Rahmen einer solchen europdischen mi-
litﬁrischen Sﬁreitmacht steht bereits zur Verfigung: in Form
der westeuropdischen Union, deren Organe nach wie vor regel-

mdBig zusammentreten und arbeiten. In Vertrag von 1954 ist
die automatische Beistandsverpflichtung der Mitglieder enthal-
ten, zu denen aufer den urspriinglichen 6 Staaten der Europidi-
schen,Wirtschaftsgemeinschéft noch Grofbritannien zéhlt.ZIm
,Gegenéatz zu diesem Verteidigungsvertrag stellt die Eurogroup
eine Untergruppe der NATO dar, die éich ausschlieBlich mit Fra-
gen der Rﬁstuhgsstandardisierung, aer Strukfur und der Ausbil-
dung der européischén Streitkrifte befaBt. Hat die Eurogroup
denrvdrteil, alle EG;Staaten (auBer Frankréich} zusammenzufas—
sen, also die Wirtschaftsgemeinscﬁaft militdrisch zu koﬁplemeﬁtiew
ren, SO stellt sie préktisch nur eine Arbeitsgemeinschaft in-
nerhallb der NATO dar. Mit Recht hat sie vermieden, siéh als
eine mdgliche Alternative zum westlichen Bindnis zu begreifen.
:;ZEEFh die westeuroééiséhe Union hat von einem solchen Konzept
von Anfang an Abstand genommen. Sie kdnnte zwar ohne weiteres
um die beiden hoch fehlenden EG-Staaten erweitert und damit
zum Verteidigungsbilindnis der Europidischen Gemeinschaft gemacht
weraen.-Damit sind aber die Probleme nicht gel&st. Eine euro-
pdische St:eitmécht, will sie ernstgenommen werden; miiBte
eine integrierte Struktur, einen gemeinsémen Oberbefehl auf-
weisen, der ohne Vereinheitlichung der politiéchen Entschei-
dungsprozesse nicht denkbar ist. An einer solchen Konstruktion

und der damit einhergehenden Verminderung der Handlungsfrei-



heit sind weder GroBbritannien noch Frankreich (und auf Dauer
vermutlich auch nicht die Bundesrepublik) interessiert. Eine
solche europidische Streitmacht wiirde auch die bundesrepubli-
kanische Beteiligung an der Einsatzéntscheidung der Nuklear-
waffen ergeben, eine Entwicklung, die die westeuropdischen
Staaten, die Vereinigteﬁ Staaten und die Sowjétunion bisher
sorgsam vermieden haben. Ohne diese nukleare Gleichberechti-
gung kénnte allerdings die Bundesrepublik einer solchen Mili-

térmécht'heute nicht mehr beitreten.

' Die europdische Streitmacht ist daher nur gedanklich eine Al-

ternative zur amerikanischen Schutzfunktion innerhalb der

'NATO. Sie sollte langfristig nicht géring geachtet wérdgn. Ge-

lingt die Integration der AuBen- und Verteidigungspolitik de;
EG—-Staaten, éb ist die Bildung einér éuropéischen Streitmacht
deren logische Folge. Zu fragen bliebe dann freilich noch, wie
weit die Entstehung einer dritten Supermacht das Abschreckunés—
system in der Welt verdndert und die Rﬁstungsdynamik_weiter—
vorantreibt. Nicht nur unter Ristungskontrollaspekten, auch un-
ter dem Aspekt der Integration der Entwicklungslédnder in das
Qlobale System scheint der Preis sehr‘hoch zu sein, den Eurxopa
und die Welt fﬁr die Entkoppelung derxr amerikanisch-eurépéischen‘
Verteidigungsleistungen zu erbringen h8tte. Es widre daher sehr
viel sinnvoller, die amerikanisch-europ@ische Verteidigungs-
allianz beizubehalten und darin nach neuen‘Méglichkeiten zﬁ
suchen, die Interessendifferenzen aufzul&sen und die entstan-

denen Machtverschiebungen zu kompensieren.
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Innerhalb des Biindnisses gibt es nur eine Interessendifferenz;
sie betrifft die Mitbestimmung am Atom&affeneinsatz.'Insofern
ist sie fundamental, aber nicht aktuellB. Mit Recht warnt die
SPD vor den Tehdenzen in einigen Teilen der CDU/CSU, innerhalb
einerx eu;opéiséhen Atomstreitmacht die deutsche Hand an den
Abzugshebel legen zu kdnnen. Diese Politik sei fiir die Sicher-
heit der Bundesrepublik und Europa gefdhrlich. "Sie kann von
uns nicht bebilligt werden"G. Weniger gravierend, aberxr

zahlreicher sind die Interessenunterschiede der NATO-Partner

auBerhalb des Biindnisbereiches. Der Vietnam-Krieg der USA -
war-das grifte, der NahPOst—Konflikt_ist das aktuellste, der
Konfiikt im siidlichen Afrika das komménae Beisgiel. Im Gegen-—
satz zu'Vietnam, sind im Nahen Osten und in Afrika nichﬁ nur
amerikaqische, sondern auch.européische Intereésen involviert;;
in de} Bundésrepublik blicken die Sozialdemokraten mit Sofge7,
dié Freien Demokraten offensichtlich‘mit Engagementsbereit-
schaft8 auf diese Konflikte. Ganz anders als in der ?rage liber
denlAtomwaffeneinsatz lassen diese Konflikte auch die Macht- |
verschiebungen innerhalb der NATO deutlich etkeﬁnen. Der-Inter—
ventionsveréicht der Amerikaner in Angola wﬁrde vom deutschen’
AuBenminister durchaus als Zeichen zunehmender amerikaniécher
Zurickhal tung verbuchtg. Die deutsche Bundesregierung ist im
slidlichen Afrika, vor allem in Namibia, aber auch an der Sid-
ost-Flanke der NATO, in Griechenland und der Tiirkei, als Ver-
mittler tdtig. Sie weiB um die "wachsende pclitische Bedeutung
der Linder der Dritten Welt" und bietet ihnen "eine faire Part- -

nerschaft an"1Q



Natiirlich gibt es innerhalb der westlichen Verteidigungs-
allianz Meinungsverschiedenheiten. Sie sind zahlreich, aber
nicht gravierénd. So weit die Bundesrepublik und die USA
davon betroffén sind, gehen sie gr&B8tenteils auf.das Koﬁto‘
der Machtverschiebungen, die im Laufe der Jahre stattgefﬁn—
den haben. Den Vereinigten Staaten félit es verstdndlicher-
weise nicht leicht, den Wandel Bonns vom abhdngigen Klein-
staat zum kooperationswilligen Partner jederzeit taktiSch
voll zu berﬁcksichtigen11. Ihre einsamén Entscheidungen bei
den SALT~Verhandlungen mit der Sowjetunion, im Fall der Neu-
tronen-Bombe12, oder ihre zum Teil éur*Pression geratenen
_Aﬁéprﬁche in der leidigen Offset-Angelegenheit haben ebenso
unniitze Verstimmungen hervorgerufen13 wie andérerseits'die
zZum Teil beckmesserische Demonstrétion desAbundesrepublikani;
schen Machtzuwachses, wie sie bei der Bénutzunq deutschei Ha-
fen und Flughdfen fir amerikanische Israel—Lieferungen zutage
trat. Werden durch solche Stilfehler die amerikanisch~deut-
schen Beziehungen gelegentlich "aufgerauht"14, gibt es Mei-
nungsverschiedenheiten in der Taktik der Durchsetzung der Men-
schenrechte, gibt es Antipathien zwischen Entscheidungstré—
gern - die Blindnisbeziehung wird davon nicht beriihrt. Thre
Bedeutuﬁg filr die Sicherheit der Bundesrepublik hat Willy
Brandt vor der amerikanischen Handelskammer am 29. Juni 1978
noch éinmal bilanziert: "Je unzerreiBbarer die Bande des geﬂ‘
gemeinsamen militdrischen Risikes sind, um so gr&Ber wird un-
sere Sicherheit. Alles, was uns im Risikc voneinander abkop-

peln konnte, wdre weniger Sicherheit, zuerst fir uns, schnell

- fiir alle. Ich denke, die Bilanz ist eindeutig ... Die Alliang



ist fi{ir Europa und fir Amerika, fiir jeden von uns unentbehr-

lich geworden“15.

1.2 Entspannungs— und Ostpolitik

Die Entspannungs- und Ostpolitik dEr,Bﬁndesrepublik wird durch
die gleiche Interessenlage bestimmt. Mehr noch: Diese Politik -
kann iberhaupt nur als abhingige Funktion des Verhiltnisses
zwischen den Verenigten Staaten und der Sowjetunion gefiihrt
werden. Konrad Adenauer versuchte iliber méhrere Jahre hin ver-
geblich, die Ostpolitik der Bundesrepublik aus dem Entspannungs-
trend des internationalen Systems herauszuhalten: Exr scheiterte.
Die sogenannte "Ostpolitik" unter Bundeskanzler Brandt fiihrte
die Bundesrepublik in diesen Trend zuriick. Oder, allgemeiner
ausgedrﬁckt: Die Ostpolitik der Bundesrepublik schwingt, wenn-
gleich mit gewissen Zeitverzdgerungen, im gleichen Rhythmus wie
die Beziehung 2zwischen den Verelinigten Sﬁaaten und der Sowjet-
union. Sich antizyklisch zu verhalten, ist der Bundesrepublik'
nicht mbglich. Bundeskanzler Helmut Schmidt sieht die histori-
sche Rolle seines Vorgdngers Willy Brandt mit Recht darin, da8
er gerade noch rechtzeitig, ndmlich "ehe die GroBmdchte éich
ﬁberlunseren deutschen Kopf hinweg geeinigt hdtten, die deut-
sche Ostpolitik realisiert und vertraglich abgesichert hat"16.
Ist die bundesde%tsche Ost- und Entspannungspolitik vom Zu-
stand‘der amerik%nisch—sowjetischen Beziehungen abhingig, so

ist sie auf die Zustimmung der europdischen Partner angewiesen.



Eine nicht nur im taktischen, sondern auch im strategischen
Sinne unilaterale Politik'anns - ganz zu schweigen etwa wvon
einer “natiqnalen" - gibt es nicht. Andererseits gibt es kei-
ne einheitliche, nach Zielen und Mitteln definierte und gar
kbardinierte Politik der Neun, zusammen-ﬁit dén Vereinigten
Staateﬁ. Die pdlitische Zusammenarbeit im'Rahmén des Euroééi—
schen Rates (EPZ) beschrdnkt sich notwendigerweise in dér
Osf— und Entspannungspolitik éuf grofe Leitlinien. In diesém
"konzeptionellen Synkretismus" ﬁat sie sich jedoch "relativ

gut bewahrt"1?.

Die Neun haben die bei der Griindung der KSZE in
Helsinki eingefiinrte Praxis, gemeinsame Standpunkte zu ent-
wickeln und vorzutragen, beibehalten und ausgebaut. Sie haben
auch in Belgrad kooPerieft, wobel stets institutiohalisierte
Fﬁhlunénahmeﬁ mit den Vereinigten Staaten erfolgten1§. Be-
riicksichtigt man die Informalitdt des Europdischen Rates und
die groBe Bandbreite der dort reprﬁsehtierten Interessen, so
muB die gemeinsame Sprache der Neun in Entspannungsfragen ent-
sprechend hoch bewertet werden. DaB die Konzertierung von Spra-
che und Aktion fir jeden der europdischen Staaten eine thwen—
digkeit darstellt, zeigt schon der GrSBenvergleich zZur Séwjetwl
union. Kein westeﬁropéisches Land, und schon §ar nicht die
Bundesrepublik, kdnnte Moskau unilateral gegeniibertreten. Ge-
rade derx Vegsuch, auch individuelie Interessen‘mit den ost-

europdischen Staaten und der SoWjetuhion zu verhandeln, setzt

die feste Verankerung im Kollektiv der Neun voraus.

Fiir alle Bundesregierungen seit Adenauer galt dies als Axiom.

Die bundesdeutsche Ost- und Entspannungspolitik muB mit den



Verbilindeten abgestimmt sein und darf die Sicherheit Westeuro-
pas, der Bundesrepublik und West-Berlins nicht geféhrden19.
Abgesehen von der Identifikation mit dem Westen - Uber die
weiter unten zu sprechen sein wird - verbietet diese Inter—-
essenlage jeden bundesdeutschen Alleingang. Eine Tendénz Zur
Selbst-Finlandisierung, zum Austritt aus éer NATO gegen ein
sowjetisches Sicherheitsversprechen und die Perspektive einer
deutschen Wiedervereinigungzo kana nur von Utopisten oder
solchen Konservativen bemerkt werden, die mit dér Beschwdrung
des Schreckgespenstes von Rapallo die Entspahnung torpedieren
mdchten. Es gibt in der Bundesrepublik auf dem ultrarechfen
und auf dem ultralinken Fligel des Parteienspektrums Faditio-
nalisten, die die Verstindigung. . mit RuBland, bzw. der sijet—
union, derx Zﬁsammenarbeit mit dem liberalen bzw. dem kapita-
iistischen.Westen gegeniiber- oder vielleicht entgegenstellen

wollen. Sie treten politisch nicht einmal in Erscheinung.

Relevant vielmehr ist der Versuch der Bundesreglerung, aﬁf

der Basis des Grundkonsenses mit Mitgliedern der EG und den
Vereinigten Staaten'dierEntspannungspolitik, und dérin die
Ostpolitik, darin wiederum die Politik gegeniiber der DDR zu
entfalten. Entspannungspolitik kann, da es kein integriertes
Greﬁium gibt und der Europdische Rat nuf eine lockere Konferenz
der Regierungschefs darstellt, notwendigerweise wiederum nur
eine unilaterale Politik sein. Der Unilateralismus keﬁnzeichnet
hieér aber nicht nur die Mittel, sondern auch die Ziele, inso=
fern die Bundesrepublik auf Grund ihrer geographischen Lage und

auf Grund der deutschen Teilung spezifische Interessen besitzt.



Fir die sozialliberale Koalition sind diese Interessen unab-

dingbar mit der Entspannungspolitik verknlipft. Sie enthdlt

nicht nur die "Hoffnung auf eine Wende unseres nationalen Schick-

21, sie birgt darilber hinaus die Méglichkeit Zu ver-

sals"
stdrkten Kontakten mit den sozialistischen Léndern im Vorfeld
der Sowjetunion. Sie entspricht vor aliem dem Selbstverstand-
nis der sozialliberalen Kcalition in der gleichen Weise, wie
die Politik der Stirke dem des Kabinetts Adenauer zugeordnet
werden muf. Die sozialliberale Koalifion macht mit der Zwei-
Pfeiler-Theorie ernst, die eine Zureichende Verfeidigung mit
einer zunehmenden Entspannung verbindet. Die Entspannung hat
die innerdeutschen Kontakte vermehrt, zahlreichen Familien aus
den osteurcpdischen Staaten den.Ubertritt in d;e Bundesrepu-
blik erméglicht, die Beziehungen zu den osteuropdischen Staa-
ten vermehrt, und zwar sowochl politisch wie ﬁirtschaftlich,
und‘schlieﬁlich auch der Sowjetunion den Vorwand zu einer ag-
gressiv-isolationistischen Politik genommen. Konzepit und Inter-

esse verweisen die sozialliberale Bundesrepublik auf die Ent-

spannung.

Es ist unvermeidlich, daB eine sclche Politik auf die Xritik

derer stdBt, die die Entspannung mit der Sowjetunion nicht wol-

len22

. Dazu z#hlen auch Teile der CDU, die zu den Kernstiicken
der Ostpolitik, zum Gewaltverzichtsvertrag mi£ Moskau, zur
Berlin-Regelung und zum Grundlagenvertrag mit der DDR sich we-
der zu einer zustimmenden noch zu einer ablehnenden Haltung

23

durchringen konnte Der Partei £&lit es schwer, sich auf

den verdnderten Kontext der Entspannung einzustellen.



Dieser Kontext ist‘sicherlich sehr viel schwieriger zu hand-
haben als-der der Konfrontation des Kalﬁen Krieges. Da un-
terlihren:Auspizién die Atlantische Gemeinschaft und die EG
entstanden wafen, kann der Gedanke naheliegen, daB die Ent-
spannung beides gefdhrdet. Er findet sich bestdtigt durch

die Differenzierungen, Nuancierungen und Meinungsunterschie-
de, die seitdem das westliche Feld kennzeichnen. Sie bieten
selbstverstdndlich der Sowjetunion manchen Ansatzpunkt zu
einer Diversionstaktik. Moskau wversucht iiber den Bilateralis-
mus mit den Vereinigten Staaten, die traditionellen Beziehun-
gen zu Frankreich, die DKP und die Abristungskomitees die
Enﬁspannung dazu auszunutzen, den Zusammenhalt der westlichen
Welt aufzusplittetn. Vornehmstes-Ziel dabei ist offensichtlich
die Bundesrepublik, in der Moskau und OstnBerliﬁ auf die ein-
zige noch linientreue kommunistische partei zéhlen k&nnen. Die-
Sorge ist verstdndlich, daB die Sowjetunion aus der Entspan-—
nung taktische Vorteile ziehen kénnbgé. Die Konsequenz daraus
kann jedoch nicht heiBen, zur Spannungspolitik zuriickzukehren,
sondern die Soliditdt und den Zusammenhalt des Westens in den

verdnderten Kontext der Entspannung einzubringen.

Hier liegt der eigentlich neuralgische Punkt. Wenn der Unilate-~
ralismus Uber das unvermeidliche, die Komplexitdt westlicher
Positionen widerspiegelnde und insofern unschddliche MaB hin-
aus gesteilgert wird, zerfillt der Zusammenhalt des Westens,
nimmt in seiner Vereinzelung jeder Staaé Schaden. Das ist
kein bundesrepublikanisches, sondern ein Problem aller west-

europdischen Staaten. An die Adresse der Bundesrepublik muB



jedoch die Ffage gerichtet werden, ob sie die bst— und Ent-
spénnungspolitik, in déf sie zweifellos spezifisch deutsche
Ihtgressen zu realisieren hat, kombiniert hat mit einer Poli-
tik in der EG; die nicht unbedingt auf die Eliminierung des
Unilateralismus, wohl aber auf seine Einbindung in ein zu-
nehmend stidrker ausgestaltetes Gebdude der Zusammenarbeit ge-

richtet war.

Diese Frage stellt sich filir die Bundesrepublik speziell des-
wegen, well sie als einziger der westeuropdishen Staaten an
unilateraler Bewegungsfreiheit zugenomﬁen hat. Fiir das Frank-
reich de Gaulles oder fiir GroBbritannien standen dielEigen—
stidndigkeit ihrer Ostpolitik ohnehin nie in Frage. Sie war
prinzipiell stets vorhanden und materiell so groB wié die
wirtschaftliche und politische Basis dieser Staaten. Fiir die
Bundesrepublik stellté sich die Aﬁfgabe der Qst— und Entspan-—
nungspolitik konzeptuell erst seit 1969. Thre materielle Ba-
sis veréréﬁerte sich in dem Mafle, in dem, eBenfalls sei£ dief
sem Zgitpunkt,‘das wirtschaftliche und politische Gewicht der
Bundesrepublik zunahm - wenn auch nur relativ zu der Gewichts-
abnahme der westeuropdischen Nachbarn. Buhdeskanzler Brandt
trug diesem Zusammehhaﬁg gleich zu Beginn der Ostpblitik Rech—
nung, indem er eine aktive Westpolitik zu ihrer Voraussetzung.
erhobzs. Zu fragen ist dementsprechend, ob die sozialliberale
Bundesregierung die 10 Jahre, die seitdem vergangen sind, da-

ZUu benutzt hat, diese Basils zu verstdrken.

Eine Bilanz ist nicht einfach und nicht eindeutig. Nimmt man



den Besuch des Generalsekretdrs der XpPdSU Breschnjew im Mai
1978'als Testfall, so zéigt sich, daB die Bundesregierung in
diesem wie in anderen Fdllen ihrer Ostpolitik "enée, um nicht

zu sagen engste Fihlung mit unseren Partnern® im Westen héltzs.
Weit davon entfernt, alé westeuropdische Vormacht aufzutreten,
hat die Bundesregierung die Sowjetunion zu ilberzeugen versucht,
daB der Fortgang der europdischen Integration nicht gegen die
En£Spahnung in Europa gerichtet ist. Bonn versteht und présen-
tiert sich gegehﬁber der Sowjetunion als integrierter Teil

der EG und der Atlantischen Gemeinschaft. Dieses Selbstverstdnd-
nis wird der Bundesregierung,.nimmt man die Kritik derVOpposi~
tioh zum MaBstab, nicht bestritten27. Es kann sich dabeil frei-
lich auch um eine Selbsttduschung handeln. Immerhin wurde bei
dem Breschnjew-Besuch ein langfriStigés Wirtséhafﬁsabkommen ab-
geschlossen - obwohl die Kompetenz zum Abschlul von Handelsver-
tridgen sinngemdB eigentlich bei der EG liegt. Freilich haben
alle Staaten der EG die Ausflucht verdnderter Begriffe genutzt.
Fir aie Bundesrepublik stellt sich_die Frage, wie weit diese
unilateral eingeleitete Zusammenarbeit mit der Sowjetunibn,

der Bundeskanzler Schmidt "gute Aussicht" bescheinigte, sich mit .

der wirtschaftlichen Zusammenarbeit in der EG harmonieren
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Erneut zeigt sich, daB das eigentlicﬁe Problem nicht im Unila-
teralismﬁs selbst, sondern in dem mangelnden Ausbau multilate-
raler Verfahrensweisen der EG liegt. Diese Situation ist zwei-
fellos nicht ungefdhrlich. Wird sie fortgeschrieben, so redu-

ziert sich die Eurcpdische Gemeinschaft zu einer Freihandels-



zone von Staaten, die im Ubrigen Politik unilateral, d. h.

auch gegeneinander betreiben. Die franzdsisch-deutsche Kon-
kurrenzlﬁber den Verkauf von Farbfernsehsystemen in die Sowjet-
union gab einén:Vorgeschmack dessen, was-gegebenenfalls in

der Zukunft zu erwarten ist. Diese Perspektive 1ladBt sich frei-
lich im Rahmen der Ost- uné Entspannungspolitik nicht zurei-
chend behandeln. Sie stellennur politische Segmente dar, die
zudem groBenteils auch auf Dauer nur unilateral behandelt wer-
den kénneﬁ. Da es eine politisch integrierte Européiséhe Ge-

- meinschaft in absehbarer Zeit nicht geben wird, kann die Bun-
desrepublik die deutschlandpelitischen Probleme und die dar-
auf bezogenen Beziehungen zur Séwjetunibn und zu den osteuro-
-pdischen Staaten nur unilateral, nur in Abstimmung mitlden

_ europdischen Partnern behandeln. Es sind keine gemeinsamen,

es sind individuell bundesrépublikaniécherProblemg. Die'eigent—
liche Antwort auf die Frage, ob die Bundesrepublik den Unila-
teralismus der Ost- und Entépannungspolitiklmit einef verstark-
ten EG-Kooperation verbindet, muB auf dem Boden gemeinsamer
Probleme, also auf dem der Welt- und Wirtschaftsproblemérauf—

‘gesucht werden.



2. Wohlstands— und Weltpolitik

2.1 Wohlstandspolitik

Handelspoltisdh héngf die Bundesrepublik wvon Westeuropa,
wdahrungspolitisch von den Vereinigten Staaten ab. Ihre
Wohlstandspolitik ist daher eingebettet in das Spannungsver-
hdltnis zwischen den Véreinigten Staaten'und der EG, das in
anderen Papieren ausfiihrlich behandelt wird;.Sofern eé sich
bei derZusammenarbeit mit der EG_dder ﬁit den Vereinigten
Staaten {berhaupt um Alternativen handelt, hat sich die Bun-
deérepublik eindeutig flir die Europdische Gemeinéchaft ent-
schieden. Sie hat nicht nur allGLVersuchungén zur'ﬁBigemonie"
widerstanden; sie hat auf der Gipfelkonferenz des Europdi-
schen Rates in Bremen,'Aﬁgust 1978, maBgeblich dazu beiqetra—.
gen, daB die Geméinschaft einen Schritt nach vorn auf eine
Wéhrungsunion'hin getan hat. Die Abkoppelung vom Dollar, die
Uﬁgestaltﬁng der monetdren Beziehungen zﬁ den Vereinigten
Staaten und Europa von der Hegemonie zur Kooperation ist da-

mit wenigstens perspektivisch in Sicht geriickt.

Die Option fir die Europaische'Gemeinschaft iiegt in der Tra-
dition, der Situation und den Interessen West-Deutschlands be-
grﬁndet.'Sie darf nicht als Alternat;ve zur amerikanisch-euro-
pdischen Zusammenarbeit miBverstanden werden. Die amerikanisch-
éuro?éischen Probleme28 sind tempordrer Art, beruhen auf den
notwendigen Anpassungen der Vereinigten Staaten an die rela~
.tive wirtschaftliche,Machtverschiébung'zwischen ihnen und den

Europdern, bezeichnet durch den Niedergang des Dollar.



In diesem Ubergangsstadium besteht durchaus die Mdglichkeit,
der amerikanischen Tendenz, miﬁ den westeuropé&ischen Staaten
bilateral zu verhandeln, nachzugeben. Statt dessen die Koope-
ration mit den europdischen Partnern zu stirken und mit ihnen
gemeinsam die Verhandlungen mit den Vereinigteﬁ Staaten zu
~fihren - dies ist die europdische Option. Sie sagt freilich
noch nichts dariber aus, ob sie unilateral oder integrativ
gehandhabt wird. Die Bundesrepublik ist gegenwértig der wirt-
schaftlich stdrkste Teil der Europdischen Gemeinschaft. Sie
konnte diese Position dazu benutzen, "Zahlmeister® und
"Schrittmacher" Europas zu seinzg, also integrativ zu wirken.
Sie kénnte gleichermafen versucht sein, in Europa die Posi-
tion einzunehmen, die vordem die Vereinigten Staaten innehat-

ten: die des Hegemon.

Die Politik der Bundesrepublik ist uneinheitlich ﬁnd uﬁdeut—.
lich. Einerseits kann sie géltend machen, keinen auflergewthn-
liqhen wirtschaftlichen Druck auf ihre Paftner auszuiiben.
Viele bundesdeutsche Interessen: an.einer gemeinsamen Ener-
giepolitik, an der Reform der Agrarpolitik und an der Direkt-
wahl zum Europdischen Parlament, sind bisher nicht erfiillt
worden. Der Bundesrepublik ist eé noch nicht einmal gelungen,
das Jet-Projekt nach Westdeutschiand zu ziehen; es ging nach
GroBbritannien. Auf der anderen Seite muBte selbst Bundeskanz-
ler Schmidt zugeben, daB angesichts ihrer wirtschaftliéhen
Stdrke manche Bundesrepublikaner "Machtgelliste verspiiren, weil
30 ’

sie glauben, Hebel in der Hanmd zu halten"”~. Seine eigene Po-

sition grenzte Schmidt nach beiden Seiten ab. Die Bundesre-



publik brauche weder "Minderwertigkeitskoﬁplexe zu kultivie-
ren, noch ... in dén Fehler neureicher Attitiiden (zu) ﬁer—
'fallen"31. Er hat damit das Losungswdrt des gemdBigten Uni-
lateralismus éusgegeben. Die Bundesrepublik nutzt ihre wirt-
schaftliche Stdrke nicht zu einer hegémonialen Position aus,
sefzt sie aber auch nicht zugunsten der westeuropdischen In-
tegration ein. Die Folge ist jener undeutliche Zustand, in

der die Bundesrepublik zwar der Zahlmeister Europas ist, inso-
f£rn als sie 36,5 % des EG-Haushalts finanziert, aber nicht der
Schrittmacher‘der europdischen Integration sein will;.ein Zu-~
stand, in dem die Bundesrepublik ihfe wirtschaftliche Macht.
nicht dirékt ausnutzt, es aber hinnimmt, daB sie indirekt
kraftig gespilirt wird. Es kann offenbleiben, o¢b dié Bundesre-
‘publik eine 'économie' dominante' im Sinne Perroux'.darstellt32.
Sicher ist, daB die Bundesrepublik mit dem‘héchsten Bruttoin-
landsprodukt in Wesfeuropa wirtschaftliéhe Daten setzt, die
fﬁf die anceren EG-Partner maBgeEend und unkorrigierbar sind.
Sogar der Prdsident der Bundesbank muB einrdumen, daB die
Westdeutsche Stabilitdt nicht nur eine Stiitze und ein Ansporn
fir die Weltdarstellt, sondern auch "eine Herausforderung und
gelegentlich ein Krgernis"33. In Frankreich wird daher schon
offen vom DM-Imperialismus gesprochen, zumindest wvon dér poli-
tiscﬁen Hegemonie der Bundesrepublik, die das'Modell Deutsch-

land" inren EG-Partnern oktroyieren wo].le34

M&gen in solchen
Einschdtzungen auch psychologische Elemente, Reminiszenzen
vergangener Uberlegenheiten und Besorgnisse iliber die Zukunft

mitschwingen - es ist unbestreitbar, dal die deutsche Stabili-

tétspolitik'angesichts der in der Europdischen Gemeinschaft



bereits gegebenen Verflechtung den wirtschaftlichen und ge-
sellschaftspolitischen Handlungsspielraum ihrer Nachbarlian-
der beeinflufit, -also auch bestimmt35..

Wirtschaftlich ist die Bundesrepublik, ob sie will oder nicht,
ein Schrittmacher in Europa. Sie kann die Frage, wohin sie ih-
re Schritte lenkt, nicht iibergehen. Da sie bisher nicht ein-
deutig und ausschliefilich auf Eurépa zugegangen ist, hat sie
zweierlei offengelegt. Erstens: Ihrg Handlﬁnéen sind-weniger
europdisch als ihre Reden. Zweitens: Sie'bevofzugt den Unila-
teralismus gegenﬁber der Zunahme der Integration. In jedem
Fall hat sié durch ihr Verhalten kein'Beispiel daflir gegeben,
wie der gegeﬂwértig wohl unvermeidliche Unilateralismus zugun-

sten seiner Eliminierung eingesetzt werden kann.

Eine solche Kritik muB sich, will sie-valide sein, der Frage
stellen, ob die Integration im herk&mmlichen Sinne machbar und
wiinschbar ist. Eine Antwort kann hier nur in Umrissen gegeben
werde%? Zweifellos ist der europdische Superstaat weder das
éine noch das andere. Ein européischer Regionalstaat kann
nicht wie ein vergr&Berter Nationalstaat aufgebaut werden, well
eine solche Machtzusammenballung weder nach innen noch nach
auBen als Fortschritt angesehen werden k&nnte. Ein solcher
Superstaat ist auch nicht machbar, weil er von vielen seiner
zukinftigen Teile 'abgelehnt wird, nicht zuletzt wegen des még-
lichen deutschen Ubergewichts darin. Was sich gegenwirtig in
der Gemeinschaft durchspieit, welche Richtung der Prozed der

Zusammenarbeit hat, vermag niemand genau zu sagen. Calleo hat



sicher recht, da in Brﬁssel nicht eine FPdderation entsteht,
sondern ein konftderaler Block,.in dem die Staaten ihre Sou-
verénitat ﬂicht aufgeben, sondern schﬁtzen37. Dazu ist ande~
rerseits notwendig, daB diese Souverdnitdten funktional ge-
poolt, zusammehgelegt werden. Die reine Addition reicht nicht
aus. Der Unilateralismus kann sich seiner Defizite, seines Un-
ﬁermégens nur dadurch entledigen, daB er in Multilateralismus

uméchlégt. Dessen Rubikon ist die Institutionalisierung.

auf politischem Gebiet ist er durchaus schon ﬁbérschritten
worden, wenﬁ auch in dem etwas auBerhalb der EG liegenden Euro-
péischen Rat! Auf dem entscheidenden wirtschaftlichen'Gebiet
hingegen liegt er noch in der Zukunft. Die Bundesrepublik hat
zwar:ihre wirtschaftliche Macht durchaus schon eingesetzt, um
ihren Partnern zu helfen. Sie hat dabei auch die multilate£a~
lenh Institutionen benutzt, jeaoch den Bilateralismus entschie-
deﬁ bevorzugt. Sie ist sich zwar bewufit, daB sie nicht eine In-
sel des Wohlstands inmitten eines Meers'vdn wirtschaftlichen
Problemen sein kann, hat aber bisher keine organisiert multi-
lateralen Anstrenguﬁgen unterhommen, um die Insel zu'verbrei—
térn oder daé Meer aufzufillen. Es gehtrhier nicht um die Fra-
ge, ©b eine solche Politik durch Ankurbelung der westdeutschen
Konkunktur oder durch Beseitigung der Inflation bei den west-
européischen Partnern besser zu erreichen wire. Es geht darum,
daB die Bundesrepublik bei jeder Stratégievariante helfen muB,
und zwar multilateral iber die Europédische Gemeinschaft. Die
Bundesrepublik weiB, daB sie nicht nur finanzielle Mittel, son-

dexrn gegebenenfalls auch Teile ihrer sozialpolitischen und re-



formpolitischen Handlungsfreiheit in eine solche eurépéische_
Strategie einbringen muf, daf sie den anderen Partnern helfen
muB nachzuziehen und daB sie entsprechend lanée wartén muB.
Sie weil, daB sie Partnerschaft nicht nur bereden, sondern
auch bezahlen muB38. Es reicht nicht aus, die anderen EG-Staa-
tenraufzufordérn, "unverziiglich die dringenden innereuropdi-

- schen Probleme, insbesondere Arbeitslosigkeit, wirksam zu be-

39. Man muB durch die eigene Wirtschafts-, Finanz-

kdmpfen”
und Sozialpolitik dazu beitragen, daB die Voraussetzungen fiir
eine solche Bekdmpfung der Arbeifslosigkeit in den anderen

Staaten geschaffen werden kdnnen.

Eine solche Hilfe kann nicht bilateral, sondern muf multilatef
ral; kann nicht von der Bundesrepublik selbst,'sondernfmuﬁ
tiber die europdischen Institutionen verteilt werden. Nur auf
diese Weise 13Bt sich der Anschein einer westdeutschen Hege-~
monie vermeiden, nur auf diese Weiserschlégﬁ Unilateralismus
in Multilateralismus um, werden Prizedenzien geschaffen ﬁnd
Verhaltenswelsen eingeschliffen, die die Europdische Gemein-
schaft ndher zusammenfiihrt. Einen entschlossenen Schritt in
diese Richtung hat die Bundesrepublik erst auf dem Bremer
Treffen des Europdischen Rates im August 1978 gemacht, wo ein
europdischer Fonds fiir wdhrungspolitische Zusammenarbeit be-
schlossen wurde. Die deutschen Wdahrungsreserven werden.seiné
wichtigste Basis sein, aber eben niéht sich ausschlieﬂlich in

bundesdeutscher, sondern in der Hand der EG befinden.



Damit werden nicht alle Probleme der‘eurOPaiSChen‘Zﬁsammenar-
beit gel&st, viele von ihnen, vor allem dié konjunkturpoliti—‘
schen Vqréussetzungen, erleichtert werden. Ob und in welchem .
MaBe Staaten Qon so heterogener Sozialstruktur, so unter-—
schiedlicher gesellschaftlicher Organﬁation und divergieren—
_der politischer Tradition zusammengéfﬁhr£ werden k8nnen, bleibt
eine offene Frage. Die sozialpolitischen Differenzen zwischen |
der SPb und FDP in der Bundesrepublik ibertragen sich nicht
nur auf die eurdpapolitischen Konzepte4o; sie treten im Vef—
h&ltnis zwischen Staaten und Gesellschaften, etwa der Bundes-
reéublik und Frankreich, potenzierf auf. ﬁie SPD kann, wie
beispielsﬁeise auch die Labour-fartx nicht an einem Europa in-
teressiert sein, das konservativ kapitalistisch ist. Sie kann
~auf der anderen Seite ein sozialdemokratiéches Europa nicht
diktieren. In dieser Lage ist die Versuchung, sich auf den
Uhilateﬁalismus zurilickzuziehen, das "Modell Deutschland" auf
die “Inéel Deutschland" zu beschrédnken, groB; Dem deutscheﬁ
Wohlstand kann eine solchelﬁolitik des Unilateralismus nux
recht sein. Er hat bisher nur davon ?rofitiert, daB er nicht

stirker in Westeuropa integriert worden ist.

2.2.Weltpolitik

Auch die Funktion der Europdischen Gemeinschaft fir die Welt-
politik der Bundesrepublik 1ldB8t sich auf den Nenner bringen,
daB sie den bundesrepublikanischen Unilateralismus erleichtert

und férdert. Diese Feststellung kann freilich nur sehr behutsam



getroffen werden. Zundchst ist eine integrierte, oder auch
nur assoziierte Weltpolitik der Neun nicht zu erkennen,
ungeachtet aller Erfolge der EPZ! Bonn verféhft hier also
nicht anders als alle anderen EG-Partner auch. Hinzu kommt
die spezielle Abhdngigkeit von den Vereinigten Staaten, et-
wa in dér Kombination von Truppenstationierung und Wihrungs-
verhalten; kommt eine spezielle Konkurrenzsituation mit den
USA, etwa in der Frage des Expérts geschlossener Kernenergie-
anlagen. Diese besonderen westdegtschen Probleme konnten von
der Bundésrepublik nur unilateral behandelt werden, die EG
war damit nicht zu beﬁassen. Lagen die Dinge anders, etwa

auf dem Olsektor, so ist die Bundesrepublik in die Reihe der
europdischen Staaten eingeschertTZEsr Unilateralismus ist da-
mit keinéswegs ganz verschwunden41. Daran hat freilich auch
das Verhalten der Vereinigten Staaten seinen Anteil, die ihre
Kontrollihteressen hdher bewertet haben als die Herstellung
und Erleichteruﬁg einer gemeinsamen ﬁlpoiitik der europdi-
schen Staaten. Das gilt generell: Die Tendenz der Bundeérepu~
blik {wie aller anderen EG-Staaten) zum Unilateralismus kann
ohne Berilicksichtigung der Prédferenz Washingtons flir selektiv-
bilaterale Verhandlungen mit den einzelnen europdischen Staa-
ten nicht gewlirdigt werden.-Ob_die Bundesrepublik in der ame-
rikanischenAuBlenpolitik als "Drehscheibe, Anker oder Makler"
gilt42, sie gilt jedenfalls nicht als Teil defrEuropéischen
Gemeinschaft, der vorzugsweise liber Briissel zu erreichen und
anzuSprechen iSé;Z%i der bundesrepublikanischen Weltpolitik
sPielt'die-EurOPEische Gemeinschaft dementsprechend nur eine

untergeordnete Rolle, die nur im Ausmaf des Notigen benutzt



wird. Gegenﬁbér den AKP-Staaten tritt die Bundesrepublik‘ﬁeit—
gehend volisténdig als EG—Mitglied auf; nur liber die stark
koorainierte Poliﬁik'in der Lomé-Konvention und ihrerVorgdn-
ger war die vén Frankreich verlangte'Mitarbeit an der Aufar-
beitung des europdischen Kolonialbesitzes in Afrika‘zu lei-
sten, ohne darunter zu leiden. Als EG-Mitglied konnte und-
kann die Bundesrepublik in Weltregionen‘auftreten, wo sie bis-
" her nich£ prédsent war und vielleicht als Qéstdeutscher Natio-
nalstaat nicht willkommen wdre. Hat sich Bénn éetreu seiner
Devise, weltpolitisch ein Zwefg zu bleiben, bisher lUberhaupt
global zurlckgehalten, so bietet die Europdische Gemeinschaft
einen wilikommenen Kontext der Vermittlung und Verbrimung
einer zunehmend als dringlich,- jedenfalls als unvermeidlich
‘empfundenen westdeutschen Prédsenz. Der eﬁro—arabische Pialeg
eflaubt die Wiederherstellung der traditionellen deutsch~ara-
bischen Beziehungen, ohne die deuﬁsch—israelischen.zu beschd-
digen. Uber die EG kann sich Bonn auch in Asien, beispielswei-
~se bei den ASEAN-Staaten einfinden, zu denen von def Traditien-
her West~Deutschiand wenig Zugang besalB. Die Europdische Ge-
meinschaft wirkt hier.als Tor zur Welt, als die ‘offene Tiir'
bundeérepﬁblikanischer Weltpolitik. Es ist nicht die einzige,
aber‘eine wichtige. Dufch sie kann die Bundesrepublik von den
Verbindungslinien profitieren, die die europdische Welt seit
langem mit den Staaten Asiens, Afrikas und Lateinamerikas ver-
binden. Um so leichter f#llt es Bonn, die traditionell konti-

" nentale - Orientierung Deutschlands zu {berwinden.

Die Europdische Gemeinschaft kann die deutsche Weltpolitik
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nicht nuf ﬁerﬁitteln, sie kann sie auch verstdrken. Wdhrungs-
bblitik gegeniiber den USA kann ohnehin nurlals europdische
Politik betrieben werden. Aber auch die Stidafrika-Politik der
Bundesrepublik 1#8t sich besser legitimiéren, wenn sie einen

europdischen 'code of conduct' vorzuweisen hat.

Freilich wird eine solche instrumentelle Benutzuhg der euro-
pdischen Gemeinschaft fiir eine.ﬁniiateral definierte Weltpoli-
tik sehr schnell durchsichtig, wenn sie ﬁur Vorteile flir die
Bundesrepublik; nicht auch fiilr die anderen EG-Staaten briﬁgt.
Auch hier wiederum ist es nicht'der Unilateralismus als solcher,
der kritisch 2zu Buche schligt, sondern seine Relation zu einer
multilateralen Politik. Die Bilanz fidllt fiir die Bundesrepublik
nicht immer und nicht dberall gﬁnsfig aus; ihre sehr stgrk kon-
éervative Politik gegeniiber den Entwicklungsléhdern und den Ein-
zelforderungen iﬁ Rahmen der neuen Weltwirtschaftsordnung hat
ihr ebenso Kritik eingetragen wie ihre Weigerung, ihre Export-
interessen im Energiegeschidft den sicherheitspolitischen Inter-
essen der westlichen Wélt unterzuordnen. Der Verdacht bléibt
nicht aus, als wiirde die Rolle moralisch-politischer Absiche-
rung deutscher Weltpolitik, die bis zum Vietnam—Krieg‘diéfAme—
rikanerl danach die Franzosen gespielt'haben43, seitens Bonn

nunmehr der EG zugedacht.

Die Bundesrxepublik befindet sich hier wirklich in einer Zwick-
mihle. Einerseits ist sie wirtschaftlich, und also auch poli-
tisch, eine Weltmacht ( nur milit#risch eine Regionalmacht),

andererseits wirde eine deutsche Weltpolitik bei den anderen



Staaten distere Eriﬂnerungen abrufén, unter denen die-an das
Wilhelminische Reich bereits geniigten. Bonnrist also geéwun—
geﬁ, eine weltpolitiscﬁe Rélle zu spielen, cohne sie spielen
zu konnen. Aus diesem Dilemma gibt es zwei Auswege: n&mlich,
Weltpblitik als europdische Politik zu betreiben oder die euro-
padische Politik zur Weltpolitik zu benutzen;-Der erste Ausweg
filhrt in den Multilateralismus und zur Verstdrkung def euro-
péischenllntegration; der zweite filhrt in den Unilaﬁeralismus
und zur Degenerierung der EG zu einem rein taktisch gehand-
habten Instrument. So unbestreitbar die Bundesrepublik.inten—
tionaliter den ersten Ausweg wéhleh will, so groB ist die Ge-
fahf, daB sie infolge derxr Schwéche der EG iﬁmer mehr auf den

zweliten Weg gerdt. Denn flr Frankreich und Grofibritannien,

beispielsweise, besteht das Dilemma nicht in gleicher Weise.

Sie kdnnen sich im Rahmen ihrer Moglichkeiten eine unilaterale
Weltpolitik dﬁrchaus leisten, weil sie nicht die gleichen hi-
étoriséheﬁ Belastungen aufzuweisen haben wie die Bundesrepu-
blik. Sie‘kann praktisch nur iber die EuroPéisché Gemeinschaft
weltpolitisch handeln und sieht sich demzufolge sehr viel

schirfer vor die Alternative gestellt, diese Gemeinschaft zu

~entwickeln oder zu entwerten. Dabeil kann Bonn die Entscheidung

nicht allein treffen. Die Entwicklung der Gemeinschaft hdngt
nicht nur von der Bundesrepﬁblik, sondern auch von'def Qnt—
sprechenden Bereitschaft aller-anderén EG-Staaten ab. Sie ist,
was die Weltpolitik anbelangt, praktisch nicht Vorhandeﬁ, miB-
te also von der Bundesrepublik erst erzeugt werden. Angesichts

der damit verbundenen Schwierigkeiten ist dié Neigung, sich
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auf eine vorwiegend instrumentell verstandene Mitarbeit in
den EG zu beschrinken, verstdndlich. Wiederum kann die bun-

desdeutsche AuBenpolitik nicht autonom, sondern muB sie im

Rahmen der AuBenpolitik ihrer Partner erkldrt und bewertet

Wérden. Dexr Unilateralismus ist weder eine Erfindunglnoch
ein Mondpol der Bundesrepublik. Wer ihn kritisiért, mufl. sich
auch fragen léssen, wie weitfer ihn durch sein Beispiel le-
gitimiert und durch sein Verhalten unumgdnglich gemachtlhat.
Man kann sich integrativen Initiativen der Bundesrepublik
nicht gleichzeitig verschlieBen, sie kritisieren und dann

noch ihre Erfolglosigkeit verurteilen.

Die Frage nach der atlantischen,'européischen oder unilate- -
ralen Orientierung der Bundesrepublik ist mit einer Begich—
tigung ihres Verhaltens in den drei Feldern nicht abschlieB8end
beantwortet. AuBenpolitik kann iiberhaupt nicht als isolierter

Entscheidungsprozel und auch nicht zureichend als Teil eines

 Akticon-Reaktion-Prozesses zwischen den einzelnen Staaten in-

terpretiert werden. Sie muB vielmehf auch, wenn nicht sogar .

in erster Linie, verstanden werden alé Ausfihrung gesellschéft—
licher Anforderungen an das politische System der betreffenden
Einheif. AuBenpolitisches Verhalten kann im internationalen SyF
stem kompatibel sein, ohne den internen Konsensus zu besitéen.
Sie kann andererseits mit grofiler Zustimmung dexr Gesellschaft
formuliert werden, im internationalen Umfeld aber nicht koﬁ—'
pétibel, nicht ddrchsefzungsféhig sein. Dié Analyse der auBen-
politischen Optionen des westdeutschen Staates muf daher ab;

geschlossen werden mit einem Blick auf die einschldgigen An-



forderungen der westdeutschen Gesellschaft.

3. Anforderungen und Orientierungen

3.1 Anforderungen

In einem Politisch akuten und relevanten Sinn gibt es keine
Anforderungen nach der Intensivierung der westeuropdischen
Inﬁegration. Es gibt Anforderungen der groBen politischen Par-
teien und geséllschaftlichen Gruppen; sie sind auch durchweg

ausgearbeitet und detailliert. Sie sgpielen jedoch anscheinend

fir das pblitische Verhalten dieser Gruppen keine Rolle; sie

besitzen lediglich die Funktion eines Reserverades. Es dreht
sich, wann immer die Aufﬁerksamkeit sich auf Europa richtet.

Es hebt sofort vom Boden der Realitdten ab, sowie Politik als
konkretes aktuelles Geschdft betrieben wira. Man wirg die eih—
schlidgigen Parteiprogramme deswegen nicht zu den politischen
Sonntagsreden zdhlen diirfen. Sie reflektieren vielmehr die
durchgidngige ;ationale poclitische Aﬁffassunq, daB der westeuro-
pdische Staat mittlerer GroBe allein nicﬁt mehr handlungsfdhig

ist, daB Westeuropa auf ideologischem, gesellséhaftlichem,

‘wirtschaftlichem und politischem Gebiet so interdependent ge-

worden ist, daB die Beziehungen der eurcpidischen Staaten unter-

einander eine andere , hthere Qualitidt aufweisen mlissen als

~die zwischen ihnen und ihrer Umwelt. Die daraus abgeleitete

Forderung nach der europdischen Integration muB daher durchaus
als real eingeschéitzt werden. Sie ist aber insofern nur latent,

als niemand weiB, wie sie verwirklicht werden kann. Das Kardinal-
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problem Eu£0pas.liegt nicht in seiner Zielsetzung, sondern

in den Strategien zu ihrer Verwirklichung. Die Struktur die-
ses Europarliegt ebenéo im Dunkeln wie die konkreten Entschei-
dungen, mit denen sie_heraufgefﬁhrt werden kdnnte. Die Ratio-
nalitdt der‘européischen Integration scheitert an der Blind—
~heit aer integfétiven Prozesse., Als Folge dessen bleibt die

Integration verbal und die Politik unilateral.

Die Programmatik der drei groBen Parteieﬁ unterscheidet sich
‘weniger in dem Grad ihres Engagements filir die europdische
Einiéung als vielmehr in unterschiedlichen Anforderungen ih~
rer binnenstrukturellen Ausgestaltung. Die Sozialdémokrétische
pPartei, die in den ersten Nachkriegsjahren den politischen Ak-
zent auf die Wiedervereinigung gerilickt hatté? hat im Zﬁéammen~
hang mit dem Godesberger Programm die europdische Einigung zu
einem Primdrziel erklarf, Seitdem hat sie sich um eine aktive
Férderung der westlichen Intégration bemiiht. Die Olkrise ver- .
minderte den Enthusiasmus: etwas, weil sie allzu deutlich’die
Vitalitét des Unilateralismus in beinahe allen europdischen
Staaten erkennen lieB. Dennoch hat die SPD die Forderung nach
einem Fortgang der europdischen Einigung unvermipdert weiter
erhoben und sich inébesoﬁdere flir die Wirtschafts- und Wiah-
rungsunion eingesetzt45. Ihr Parteivorsitzendgr Willy Brandt
bewirbt sich mit Nachdfuck um einen $Sitz im Buropdischen Parla-
ment, dessen Wahlen fir 1979 angesetzt sind. Die SPD QeiB sich
béi dieser Anforderung im Einklang mit ihrer Tradition, in der
die Forderung nach Uberwindung des Nationalismus, der fir so

viele Kriege in Europa verantwortlich zu machen ist, stets



‘eine groBe_Rolle gespielt hat. Die Partei vertraut dement-

sprechend der europdischen Einigung zwei Ziele_an: die Her-
beifﬁhrunéleiner europdischen Ffiedensordnung, "die allen.
Europdern die Angst vor einem mbglichen Krieg;... nehmen
kann", und die Herstellung “"der sozialen Demokratie ... der

46. Dieses allge—

Verbindung von Freiheit und Gerechtigkeit"
meine Programm hat die Partei zusammen mit den anderen so-
zial—demokratischeﬁ Parteien in der Europdischen Gemeinschaft

in ihrer Wahlplatfform vom 6. 6. 1977 in Einzelforderungen
47

- aufgesplittert”™ . Sie fordert ein Europa der Vollbeschéftif

gung, der Wirtschaftsdemckratie, der verbesserten sozialen

Sicherheit und entsprechender Lebens- und Arbeitsbedingungen;

" ein Europa, das die Entspannung im Ost-West-Konflikt und die

Solidaritat im Nord—Sﬁd-Konflikﬁ realisiert. Dieses Programm
ist in sich stringent: ebenso wie beimAUbergang vom Feudal-
staat zum Nationalstaat das soziale und demokrétische Niveau
verbessert wurde, wird es auch beim Ubergang zum Regionalf

staat auf eine h8here Stufe gehoben werden miissen.

Zu der entscheidenden Frage der Realisierung dieser Forderun-
gen enthdlt das Programm jedoch nichts bzw. die nur sehr all-
gemeine Forderung nach einer entsprechenden Zusammenarbeit der
politischen und gesellschaftlichen Gruppen.-Angesichts der be-
trichtlichen Disparitit der Sdzialst?uktur ﬁnd der gesell-
schaftspolitischen Konzeptionen; die in Westeuropa vorherr-
schen, besitzt ein solches Programm vorwiegend deklamatorischen
Wert. Exr 148t sich nochmals am "Orientierungsrahmen 85" der

SPD ablesen, der 1975 vom Parteivorstand verabschiedet wurde.
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Er enthilt in seinem allgemeinen Teil die sehr richtige Ein-

sicht von .der "Notwendigkeit europdischer L&sungen”... hin-

'sichtlich der gerechteren Gestaltung der inneren Gesellschafts-

ordnung"48. Die darauf gerichtete konkrete Auflistung politi-
scher Forderungen hingegen bewegt sich fast exklusiv im natio-
nalen Rahmen, zielt nicht auf Europa, sondern auf die Bundes-

republik.

Das gleiche Schema tritt bei den anderxren Parteien auf. CDU und
FDP treten eﬁgagiert fiir die eufopéische.Einigung ein, haben
sich mit ihren ideologischen Partnern in den EG-Staaten zu
européischéh Zusammenschlissen verbunden. Sie unterscheiden'
sich selbstverstédndlich hinsichtlich Qef Préferénzen fiir die
Binnenstrukﬁur dieses Eurcpa. Die CDU légt den Akzenﬁ ﬁehr auf
die Freiheit und das wirtschaftliche Wachstum49; die FDP ver-
sucht beides mit der Forderung hach Chancengleichheit und so-

zialem Ausgleich zu verbindenso. Einen praktisch-politischen

Weg zur Realisierung dieser -Forderungen zeigen auch diese Par-

teien nicht. Selbst der Deutsche Gewerkschaftsbund vermag ihn
nicht zu weisen. Er ist zwar zu:Opfern filir dié europdische In-
tegration bereit, falls sie nicht einseitig gefordert werden
und tatséchliéh dem Ziél der vollen Integration dienen51. Er
arbeitet mit dém 1973 gegrindeten Europdischen Gewerkschafts-—
bund zusammen, dessen erster Vorsitzender der DGB-Chef Vetter.
ist, Wie der. EGB hoch Uber den Waésern der Politik seiner Mit-
gliedsverbdnde schwebt, so ist auch das Europapfogramm des DGB .
nicht konkret mit der Praxis der bundesrepublikanischen Ge-

werkschaften verbunden. Sie richtet sich vielmehr nach wie vor



in erster Linie auf die bundesrepublikanische Wirklichkeit

aus 52.

. . »
Parteien und Gewerkschaften, so muB man sagen, sind zur In-

tegration bereit und an ihr interessiert. Sie beschreiten
jedoch weder, noch wissen sie den Weg, der dorthin fihrt.
Schwerer wiegt, daB sie auf die Suche nach diesem Weg so gut
wie keine Energien verwenden. Sie werden vielmehr ausschlieB-
lich auf dié politische Einheit gerichtet, in der die Nahziele
zu verwirklichen sind. Der Uniléteralismus ist kein Nationélis—

mus, er ist eine Praxis faute de mieux.

Blickt man auf die Ministerialbilirokratie und auf die Manager
der Wirtschaft, also auf jene tkonomisch-politische Koopera-
tionsstrukfur; in aer die meisten europapraktischén Entschei-
dungen féllen, sc ergibt sich ein scﬁérfer konturiertes Bild.
Werner Feld hat jedenfalls bei den von ihm befragten Bilirokra-
ten einen deutlichen'Widerstand gegen die politische Union
festgestellt53, bei den deutschen Ubrigens stdrker als bei
anderen‘europaischen Ministerialen. Sie befﬁrcﬁten XKarriere-
einbuBen. Hingegen haben gerade die deutschen Beamten eine
Vérstérkung der wirtschaftlichen Kboperation bié hin zur Wirt-
schaftsunion stafk befﬁrwortet54. Da aber eine Wi:tschaftsunidn.
de facto eine wirtschaftspolitische Union sein mul, geht man
wohl nicht fehl in der Annahme, daf der Widerstand, zumindest
das besintéresse der Birckraten dort einsetzt, wo Kocoperation
in Organisation umschldgt. Die Beamten wilrden zwar keinen'Wi~

" derstand leisten, sie werden einen solchen Umschlag aber auch

A



nicht f£6rdern. "They are not so much guilty of treason as

they are of anomy"55

Welche Forderungen stellen die Manager? Die deutscheﬁ Manager
sind, vornehmlich in den ocberen Réngen, weniger integrations-
freudig als die anderer europdischer Staaten. Auf der anderen
Seite wiirden éich diejenigen, die der Integration zunéigen,
stdrker engagieren als-ihre europdischen PartnerSG. Die unte-
ren R&nge sind integrationsgeneigter als die oberen. Das Enga-
geﬁent fiir Europa nimmt (ebenéo wie die Orientieruhg éur SPD)
zu, Jje niédriger der Rang ist, in dem sich der Manager befin-
det.rGeneréll gilt, daB die Mehrheit untter ihnen dﬁrchweg eine
Konstruktion befiirwortet, in der eine integrierte Struktur mit
einer wirklichen Entscheidungskompeéenz ausgestattet'ist. Auf
dem Gebiet der milit&rischen Sicherheit willrden sogar die mei-
sten die Entécheidungskompetenz integrieren; Nur auf ihrem eige-
nen Gebiet, dem der Wirtschaft, sind sié stdrker zuriickhaltend,
beflirworten sie in ihrer Mehrzahl gemischt national—integrierte
Kompetenzstrukturen. Die Beibéhaltung exklusiv nationalstaatli-
cher Entscheidungskompetenz wird nur von einer verschwindend

kleinen Minderheit gefordert.

Auch die Manager also sind nicht gegen eine Zunahme. der europidi-
schen Integration. Sie wirden sich ihr nicht éntgegenstellen;
wenn sie kdme. Sie wiirden sie aber auch nicht herauffihren, er-
stens, weil dies nicht in ihrer Macht steht, und zweltens, weil
ihre unmittelbaren Interessen davon nicht profitieren. Sie ha~

ben sich im 'Europa der Chefetagen' eingerichtet - warum sollten



sie fiir eiﬁ Briisseler Europa arbeiten? Auch bei ihnen
zeigt sich also, daB ihr Unilateralismus nicht aus Notwen-
digkeit und Uberzeugung, schoﬁ gar nicht aus einer natio;
nalen Orientierung stammt. Er stellt vielmeﬁr eine bequeﬁe
und handhabbare Praxis dar, die aufzugeben niemand zdgern,

kaum jemand sich aber engagieren wiirde.

3.2 QOrientierungen

Die Orientierungen der Offentlichkeit, ihre Attitliden, las-
rsen siéh Vérsténdlicherweise nur schwer feststellen und noch
schwerer beurteilen. Meinungsumfragen, zumal sie jedenfalls

in der Bundesrepublik sich nur selten und unéystematisch mit
internationalen Fragen beschéftigen, haben einen fragwiirdi-
gen Wert. Mit dieser Einschrdnkung kann gesagt werden, daB

das Engagement der Offentlichkeit flir die europdische Integra-
tion kontinulerlich zugenommen hat. Noch 1965 lag einer Mehr-
heit die deutsche Wiedervereinigung niher als die europdische
Integration. Seit den 70er Jahren jedocﬁ sind beinahe 3/4 der
westdeutschen Bevdlkerung fir einé Weiterentwicklung der Euro-
pdischen Gemeinschaften bis hin zu den Vereinigten Staaten von
Europa57. Fast die Hdlfte, ni&mlich 41 %, bevorzugte die_eurof
pdische Einigung gegeniiber dem Biindnis mitrden USA, war élso
sehr viel stdrker europdisch als atlantisch orientiertsa.
Diese Option darf nicht als MiBachtuﬁg oder Unterschdtzung der
NATC interpretiert Qerden. 71.% der westdeutschen Bevdlkerung

waren 1971 flr eine weitere Mitgliedschaft, in der richtigen



Erkenntnis, daB das gegenwdrtige Europa seine Sicherheit
'\ nicht zu gewihrleisten vermag. Auf der anderen Seite wird
' die kontinuierliche Unterstiitzung der atlantischen Zusammen-
| ' | -

arbeit im Rahmen der NATQO flankiert mit einem auffallend
\ konstanten Interesse fiir Neutralitit.
|

1951 hatten sich 48 %,
1965 noch 42 % fiir eine solche Position West-Deutschlands
| o
| ausgesprochen, 1975 waren es immerhin noch 36 82

. Genesis
und Bedeutung dieses Interesses ist schwer einzuschdtzen.
‘ ,

'Es diirfte am ehesten auf den Wunsch zuriickzufiihren seln,'ahs
L .

‘dem GroBmdchte-Konflikt auszuscheren, eine weltpolitische
{

Randp051tlon einzunehmen. An einer erneuten deutschen ruhrungS*
l

position besteht so gut wie kein Bedarf. Die befragten Deut-
|

schen waren mehrheitlich der Meinung, da8 die Bundesrepublik
|

|

auBenpeolitisch nichts zu sagen habe, nur ein Drittel meldete

|

einen Flihrungsanspruch fir die Bundesrepublik innerhalb dex
£6 an®®.

T o

Diése Daten lassen sich, wie erwidhnt, schwer deuten. Sie sind
L

UHElnhEltllCh und vor allem unvollstdndig. Es glbt ganz offen-

51chtllch keln ausgesprochenes Bedurfnls nach einer Intensi-
l

vierung der europdischen Integration; es gibt aber eine evi-

den¥e Bereitschaft, sie zZu akzeptieren und'weitefzuentwickeln.
T :

Nieﬁand ist dagegen,

eng;giert sich.

|
|

|

die meisten sind dafir, kaum jemand'

Der unilateral agierende Entscheidungstridger wird also von nie-
| .
|

mandem gezwungen, die europdische Cption zu verstidrken
|

Es gibt
kewnelunuberhorbaren Anforderungen danach, keine gesellschaft-
l :




lich relevante Gruppe,.die mit Nachdruck die politische Ver-
wirklichung der europdischen Option forderte. Diese Forderung
ist zwar latent vorhanden und weit verbreitet. Sie wird vom-
~gesellschaftlichen Umfeld, von den Interessengruppen, den
Managern, dén Beamten und den politischen Entscheidungstra-
gern selbst geteilt. Sie wlirden die Wirtschafts— und die So;
zialpelitik gexrn in die Européische Union einbringen; wenn

es einen AnlaB, eine aktuelle Notwendigkeit dafiir gébe{ Sie
fehlt. Da die Wirtschafts~ und Sozialpolitik sich im bundesre-
publikanischeﬁ Rahmen erfolgreich handhaben l&8t, bleibt es
beim Unilateralismus. Er ld8t sich um so bequemer durchhalten,
als'die Gewdhrleistung der Sicherheit im Rahmen der von den
Vereinigten Staaten geflUhrten Atlantischen Gemeinschaft pro-
blemlos gegeben ist. Die NATC bietet kollektive Sicherheit,

ohne den Unilateralismus allzu stark zu beschddigen.

Def Unilateralismus erweist sich damit nicht als'die beste,

aber als die allein mdgliche Politik. Er ist ein Instrumenta-
rium, keine Ideologie, kein Konzept. Er wird praktiziert, weil
es einerstrategisch—taktisch voll entfaltete Alternative dazu
nicht gibt;'freilich arbeitet auch niemand daran. Der Unilate-
ralismus 148t sich sehr gut mit der Kooperation mit anderen

Staaten Qerbinden, die ihrerseits keine Alternative entwickel®
haben. Solange nicht innenpolitische oder auBenpolitische Kri-

sen eine Anderung erzwingen, wird der Unilateralismus das In-

strument des 'muddling through' bleiben.

Die Bundesrepublik freilich sollte sich damit nicht zufrieden



geﬁen; Infolge ihrer Vergangenheit kann sie die Erfolge, die
ihr der Unilateralismus bescheft, nicht unilateral vereinnah-
men. Sie wﬁrae dadurch nicht nur auBenpolitisch isoliert wexr-
den, insofern ihr nicht mehr ais Notbehelf abgencommen Werdeﬁ
wiirde, was ihre Macht nachweisbar verstdrkt. Dariiber hinaus
wilrde aber auchlder innenpolitische Konsens zerfallen, der

die Hypostasierung des 'muddling through' zu einem Konzept

deé Unilateralismus verbietet. Zwar gibt es an den Rédndern

der bundesrepublikanischen Gesellschaft die Koalition zwischen
den 'Enkeln und den GroBvitern', zwischen denen, die sich

einer nationalen Machtpolitik erinnern und deneﬁ, die daVon
tréumeﬂ;ZE?lder ﬁreite der westdeutschen Gesellschaft aber
macht sich, wie die letzten Wahlanalysen zeigen, eine ganz an-
dere Tendenz bemerkbar. Mit dem gewachsenen Wohlstand der post-
industriellen Gesellschaft in der Bundesrepublik wandelt sich,
analog der These Ingleharts, das Wertsystem von der Betonung
materialistischer zur Bevorzugung nicht—materialistischer,ﬁerte.
Selbstverwirklichung wird wiéhtiger als die Aufrechterhaltung
der tradierten Sozialstruktur; Teilnahme und Téilhabe iberwie-—
gen das Interesse an Ruhe und Crdnung; das Verstdndnis undrdie
Toleranzbereitschaft filir Minderheiten vergrdfern sich anstelle
der Betonung der Sicherheit der eigenenAGruppe nach_innén und

auBenBj.

Die Anhdnger einer solchen 'Neuen Politik' treten.

seit den 6Qer Jahren deutlich in Erscheinung, grenzen sich ab
von den Beflrwortern der 'Alten Politik', die sich am Wertsy-
~stem der vormaterialistischen Cesellschaft orientierten. Zwar

zdhlt die Mehrheit der bundesrepublikanischen Bev&lkerung

noch immer zu der letzteren Gruppe. Sie wird aber abnehmen in



dem MafBe, in dem sich die-Industrialisierung durchsetzt. Von
dén Anhdngern der 'Neueanolitik' unterstiitzten interessan-
terweise 3/4 die'Sozialdemokratische Partei62, wihrend ihr

nur noch 37,5.% der Hiter der 'Alten Ordnung' ihré Stimme
gaben. Die SPD erweist sich damit als diejénige‘Partei, die

den innenpolitischen Fortschritt aufgenommen und weiterge-
fihrt hat. aAn ihr wdre es in eréter Linie, diesen Fortschritt
auch in die AuBenpolitik zu {libernehmen. Der Unilateralismus‘
gehtrt eindeutig zur ‘'Alten Politik', filir die das Anseheﬁ, die
Einheit und die Starke Deutschlands die oBersten Orientierﬁngs—
marken abgebenGB. DierauBenpolitische Entsprechung der 'Neuen
Pélitik' wirde in einer entschlossénen und dezidierten Bemii~
hung 1iegen, die europdische Zusammenafbeit zu intensivieren
und die notwenaigen Grundlagen dafiir zu legen. Dafiir sind Stra-
tegien zu entwickeln und politisch umzusetzen. Mit ihrexr Ein-
leitung wlrde sich die Distanz, in die der Unilateralismus die
Bundesrepublik geriickt hat, in eine engagierte Anndherung ver-
wandeln, die den Verdacht des Nationalismus beseitigt und den

der Hegemonie nicht aufkommen 1&B8t.
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FOCAL POINTS AND PERSPECTIVES OF GERYMAN ECONOMLC, FINANCIAL
AND MONETARY POLICIES OF THE &0s.

by Wilhelm Hankel
THE HANDWRITING ON THE WALL: UNGOVERNABILITY
A common malaise "unites" the céuntries'of the first
(Western industrial states), the second (Communist,state
enterprise) and the third world (the developing couﬁtries).
More éhaﬁ ever, the future of their societies nust be planned
in advance, but the_exeéution of these plans,lﬁhe "governing®,
is beconming ever more difficult, if not impossible., At the
very tirte in human developmenf’ana history in which "every-
thiﬁg" that ig left to the old ways or to cﬁance may end
~ fatally, or will perhaps end fatally, "ongoing formulations
Eﬁortschreibungeﬁ] (only a trendy word for muddling along)
and "realiétic improvisations™ (only a paraphrase for passing
solutions) hold swéy. It is not anticipatory plans but
unforeseen circumstances which determine the policy of all
countries, Especially the'economic; financial and monetary
policies.
This is not a new, but a very old dilemma: man as a
"political being" has in fact for long been in the position
of adapting himself fto the society which he has developed
for the purpose of self-agssertion, but, for as long as it-
has existed, the "correct® (just and efficient) self- regu-
lation of this society has been his problen. B
The developing countries; thanks to imported expertise,‘
.could develop audacious plans for their soecial, economic
and financial future wnieh, however, (must) remain largely

a vision. because the essential conditions and means for their

QUESTA PUBBLICAZIONE & DI PROPRIETA
DELUISTITUTC AFFARI INTERNAZIONAL
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fulfillment are missing. fThe state enterprise countries

remain ever more openly —- and painfully -- behind in their

goals and self-illusions because the indispensable participa-~

tion of the subjects of the mis-planning is not only missing,

Eut does not in thig way force a resolution of conflicts

between the "abstract" common and the "concrete™ individual-godd.
And the democratic pluralistic countries of the VWest? |

The more their sélf—development towards democracy and plura-

lism advances, the less can they rely on two traditional

~ factors of regulation in their history up to this point:

their central authority (government) establishing a framework
and data, and the individual plans for utility towards the
markets determined by the common good, The central govern-

ments are becoming more dependent on the concensus of in~-

'_creasingly powerful "secondary" govermments and parliaments:

opinion shaping media, "autonomous" social pertners, monéfary
authorities which are "independent of regulation™ the central

banks, the governments of the provinces and the cities, etec., at the
same,time}: the marketsogre iﬂcreasingly bursting out of their

old (regulated) limits/competition and currency areas, becoming

ever more monopolistic and multinationa;}with the result that

things can no longer be governed as they have been heretofore.

Nevertheless, there is no alternative to govermments within
the framework of the sccial order accepted by all individuals
and social groups)if the @olitical and physical survival of
humsnity i3 not to be gquestioned fundamentally. In the inte-
grated (economic) world of today and tomorrow we must add to
the "old" problem of the integration of the individual (and
his economy) into his (mational) order, the new one of the

order between the national orders of peoples (and their economies).
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The economie, financial and monetary policy of tomorrow

which, even for national reasons, cannot be rencunced, must

therefore in addition -- and more than ever —— be co-~ordinated:

and syﬁchronized internationallj. This does not require new:
goals and propositions oﬁ the part of those responsible for
economic, findneial and monetary affairs, but rather a tptally
new "distribution of competency" among naﬁional, suﬁra—-regionéi
(in our case European) and supranational officials.

The following analysis concerns itself with this problem,
wnose most important results may be summarized as follows:

1. The BEING and the CONSCIOUSHESS of the German economic
mirécle aftér World War II have never really fit well together.
While the spectacﬁlar growth of the economy froﬁ 1952, the
turning point of the German balance of payments, became more
and more texport-led" (in the sense of Kaldor), public opinion
as well as government {both of the CDU and the SPD) havei
ﬁaintained to this day that it was a question of the "reward"
fof economic liberalism promoted by private initiative (“social
market ecdnomy“) and a strong anti-inflationary policy (primacy
of the policy of stability before full employment).

Indeed, to begin with, the German success in export had
purely endogenoué grounds: after partition, West Germany
retained the greéter part of its "old"rindustrial capacity,
but lost its internal markets beyond the Elbe; the world
market substituted for the domestic market loss. Only later
4id exogenous factors enter in. Through the mid-70s the world
econony expanded more rapidly than domestic demand., Furthermore,
the German policy of stability changed its emphasis: instead

of monetary and fiscal restraints it increasingly introduced

 the policy of exchange rates; but no revaluation of the mark’
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produced the real buying power parity of the_mérk compared

to other currencies! This has only bea@éccomplished through
the excescsive floating of the last two &ears! Therefore,
since this reason for the commercial base of the "miracle®
hzs been excluded, the German economic poliecy pursued up
to now, to assure growfh, employment and trade adiustments
over exporit and export surplus, cannot bve continued much
longer.

2. For this reason, most of the "officially" discussed
concepts to fight the crisis in the Federal.ﬁepublic miss
the point., The cost relief (of wages, interest and.taxes)
aspired to by thedgovernmeﬁt and the majority of the committee
of experts[Sachverstandigenrat — SVE], does have "diffusionary"
effects, but it establishes neither export nor investment
incentives. The flexible exchange rates equalize every
éxterﬁal price and cost advantage today and tomorrow (MAbolition
of the exchange rate -- illusion!?). As a result of the
underuse of capacity and depressed expectations, domestic
earnings are more likely "saved" fhan "invested", for which
reasgon all 10 (!) of the economic programs based on this
concept since 1974, with a fiscal credit of over 40 billion
. marks, have been wasted!

The Bonn Economic Summit of summer 1978 merely produced

a cbntinuation of the monetary-Keynesian poliey mix: the
official economic policy is aimed toward tax reductions and
additional federél expenditures for investment incentives
and subsidies., However, everything pointﬁ%owarés a further |
lacklof success of this method: as long as the presgent
Mexport oriented™) productioﬁ structure is not fully utilized,

and as long as the world depression continues and the reigning
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pessimlstic expectations even increase, one cannot'bount on
any "new" investment or consumer wave within the framework
of thé "o1dM: structures. |

3. The Pederal Hepublie must -- as during the crisis of

the 30s ~- develop a new concept of economie policy. However,

unlike during the 30s, its movements into and out of economic
and "monetary nationalism" (von Hayelk, 1937) are barred,

because the foreign ties and dependence of the “truncated

Germany are far greater than were those of the "intact"

German Reich of that time..

The Federal Republic is therefore committed to the
following "double strategy™: | |
% On the level of the OECD (75% of its export market) it has

to participate in a concentratedprogram of western balance

of payments consolidation and dollar exchange support: with

multilateral (instead of heretofore mostly bilateral) stand-by
credits and a similar multilateral control of the Euro-markets,
whose excessive "dollar credit creation" is the major reason
for the continuing unrest in emchange rates and the weakness
of the dollar., An essentially "defensive" program in order

to mainfain the still high German .export position, no longer
to broaden‘it. |

- TDomestically, it has to commit itself to a poliéy of
"targeted structural change":; the necessary impulses for
growth must be reached privately in the labor intensive

and price elastic middle class companiés with fewer than 500
employees; they must bz complemented by openly encouraged
innovetions, ecologically sound iﬁvestments and a better
infrastructure, for which an (indicative) development budget

and a system of specific (fiscal) stimuli would have to be
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worked out,
-. The externai exXchange program requires co-~ordination
in the appropriate boards of the OECD and the IMP, the
domestic fiscal programlwould require co-ordination with
the ¥uropean Community. In this vay, the monetary decision-
processes would have to be wmore strongly internationalized,
the fiscal more strongly Europeanized,
A European Monetafy Union or Zone, as envisioned in
the Bremen summit would develop "By itself" in the wake of
progressive fiscal aﬁd structural political harmonizatidn
(as a "true® uniqn - not.as/ggchange union created by
intervéntions); later it could be legalized" institutionally.
I, THE END OF "EXPORT-LED GROWTEH" |
1. The German economic miracle after World Var II is
considered in the Germaﬁ consciousness as the dual outgrowth
of the‘liberal economic reorganization of Ludwig Erhard in
1948/49, the so-called social market economy, and the
resultant policy of stability waich was-pursued within that
framework. |
In the light of facts, this positive pre-conception of
the-majqrity of today's Germans may be mitigated by this or
~that observation without, however, in any way diminishing
Erhard's "historic" shift for Germany: |
~ After the total bankruptcy of the war and_commaﬁd economy
of the Nazi period, and after the currency reform conceived
and- carried out by the Allies on June 20, 1948 (11 months
before the founding of the German Federal Republic on May-ZT,

1949), from which the West German iark resulted (3 days

before the East German Mark on June 23, 1948), there was no

alternative to a "free market economy."
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- After the rigorous currency reduction which in several

stages nullified 93.5% of all Reichsmark bills as well as

commercial paper Iﬁeldvermﬁgenstitei} in Reichsmark denomi_nations,

there was even then no more stable (because in the technical
sense more scarce) currency than the West German Mark which,
after only a few weeks of "free floating" against its cousin

and competitor, the East German iark, quadrupled its value:

from 1:1 to 1:4!

Because the Allies, who then still controlled Gérmany,
saw -—- and feared -- the‘advantage of stability of the West
German iark resulting from "their" currency reform as compared
to their own currencies, they did not "allow" the new-comex
améng the established western currencies the 30% depreciation
against the U.S. dollar allowed to the other currendies at
the time of the re-alignement of curréncy parity in September,
1949; they only permitted one of 20%. At that time the -
West German Mark parity of 4.20 (or 23.8 U.S. cénts to the
mark) was "found" -- instead of the rate of 4.401'desiréd
by German 6fficials.

2. Thirty years later, the real "miraéle" is that none
of the politicians or economists of that time,-neither on
the German nor the Allied side, foresaw that the partial
state regenérated in western Germany was condemned to the
"hurden of export.' Since I have treated this theme at length
elsewhere? I shall here make only a few remarks: . as Bruno
Gleitze has shown,3 the sites of the most imporitant heavy
ané manufacturing industries which, before the war, had up
to 60%! of their markets in the now lost middle and eastern
German provinces, were in the West,

Purthermore, the western parts of the country had to
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absord and employ the grewtest part of the muasses of hwnanity
wrnich fled from the Hussians and from Communist rule: a
total of ahout 12 million people, | 7

Thus, the_already'“overindustrialized" West Germany
had to "over industrialize" yet again in order to accomplish
the integration of the refugees (an additional fourth added

on to the existing population}. Above all, it had to find

receptive foréign markets to absorb over-production and

market shortages. If ever the Hamburg ﬁhrase, earlier
imported from England, exportare necesse egt had meaning,

it was in the early years of the second German Republic.
Germany could only handle the double problem of substitution
for lost domestic markets and the absorption of newly added

population to normal employment if it established itself in .

the expanding world markets.

But -~ the chances for such an "export-led growth" —-
long before Kaldor developed his theory based‘upon it4——
‘_wefe, for a long time, judged pessimistically. 1In his
examination of the chances of economic survival for West
Germany published in 1949, Fritz Baade, Director of the
renovmned Institute of World Economy at Kiel, reached the
conclusion that the German economy was not even viable
without massive economic aid from the Allies. A judgmentr
to which both the author and the Institute held fast even
in the revised edition of 1951, as the "miracle" was already
producing its first successes.5

And Otmar Emminger, then chief economist of the Deutsche
Bundeshank, explained in 1952 that the German positive

balance of payments was a short term "late flowering of the

'autarky" of the Nazi period, walch had set for itself the
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goal of a wide ranging substitution for imports of raw
materials ~- a formulation which he later had expunged.

All of this bécomes understandable when one keeps in
mind that neither in pre-World War I nor in pre~World War II
Germanj was there ever a positivé trade or production balénce.
Since 1890 Germany's external balance was negative (with the
sole exception of 1926, the year of the British miners'
strikes). To its economists and politicians Germany appeared
tofbe a classic "manufacturing couhtry“ which imported raﬁ=
materials and which exporfed only as many finished goods
as it needed to pay for its imports.

Its major market was domesitic and ﬁot foreign., To this
day its economists occupy themselyes more with questions of
"internal économic balance™ [?onjunktuﬁjthan of "integration."

The consciousness of being depéndent on the world economy

is only now in this crisis becoming more "open."

- As late as the last balance of payments crisis of 1931,

a decision for a racially pure economic nationalism -- the

precursor of a politicél one —-— waé madef Brﬁning's currency
regulation of 1931 was readily taken over by Schacht and the
Nazi government and developed into a program of domestic
autarky and fdreigﬁ biiateralism. It was hailed by the
German eéonbmy as "protecfion from ruinous foreign competition.”
Tt joined the oldest fradition of German economic ané political
theory: List's protective tariff and Bismarck's high fariff
pclicy pursued by Capriv116

e The German growth success which, already towardé

the end of the 50s, led from full to over-employment, can be

~regarded as essentially "export dependent" from 1952, the

end of the reconstruction phase (in which 1ayestmgnﬁ$;ngse§,
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more than exportsj. Nominally as well as absolutely, exports
grew from year to year more strongly than all components of
domestic demand: individually and in the aggregate. 3See
Table 1.

The share of exports in the gross domestic or social
product indicates a growing trend up to the present; Further-
more, the export growth in-all‘cyclical recession and internal
economic breaks in the post-war period proved to be the
demand compemsator: whether ih 1958/59, 1966/67 or 1975/76
the reduced domestic demand was always quickly and almost

"automatically" balanced by increased sales abroad. Because

~the automatic export valve worked more quickly and more

silently, all domestic economic programs came first, too
late, and, besides, worked in an eXaggerated manner,
The main reason for the “overheating“lwhich.until now

occurred after every recession in the Federal Republic:

1961, 1969 -- but not again in 1977! -- must be seen and

sought in this "automatic®" opening of the export wvalve.

But what is really behind this "mechanism"?
Pirst, a competitive (cost and price) advantage
"maintained" by monetary and occasional fiscal policy.

Second, an only partialy guided (and guidable) constellation

. in the rate of expansion from domestic to foreign demand by

the Federal Republic.
Two phases of the German stability policy may be
distinguished: '

~ Until 1961 (the year of the first revaluation of the D-Mark),

the price and cost advantage was supported domestically: by
means of a strong moretary and credit poliey, whereby the

high interest rate (around 8%) of the capital market, while
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technically not very convincing, ﬁas fully accepted by
| public opinion as beingrcaused by a "lack of capital,"
and was thus excused. Additionally, there was. an occasional
policy of "involuntary" budget surpluses.7
= From 1961 onWard.the stabilization of price and cost
levels was shifted to the external exchange rate of the
D-Ylark. The revaluation of the D-Mark in 1969 and 1971
and the temporary floating periods before the end of the
Brétton—‘.‘!.’oods system in March, 1973, were entirely within
the priorities of stability. |

" The double "miracle" of this domestic stability policy
ovér the external valorization of the D-lark is that the
resulting pefmanent improvement of the German terms of trade -
neither removed the competitive German position abroad or
the German export éurplus; nor that the permanently growing
export surpluses (losses of real income) hindered a permaneﬁt
iﬁcrease in real income. On the contrary, despite the handi-
cap of a 20% revaluation between 1961 and 1971, the "export-
led growth" did not only continue, but so also did the
increase of domestic real income. See-Table 2.

As Table 2 demOﬂétrates, between 194 and 1977 the
Federal Republic achieved stability and growth of réal income
as no other western industrial countrj,with the exception of
Switzerland, An average annual inflation rate of 2.7% prevails
conpared to an énnual growth in real income of 4%; at the
othér end‘of the scaie is Great Britain with an average
inflation rate of 6.4%, and a growth in real income of an
average of 1.,4% anﬁually. The middle is held by the United
States with an annual inflation rate of 3%.4% and an average

- real income growth of 2.2%. What explains the German dual -
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success; the achievement of growth througﬁ output of goods
(exports) without a noticeable diminution of real growth due
to the rate of inflation?

The sclution to the puzzle lies in Table 3. Bach German
revaluation compensated for only a fraction of the foreign
inflation advantage of the world‘markets in comparison to

the doméstic pricé and cost rise in the Federal-Republic

~itself, The Federal Republic did indeed improve its nominal

terms of trade, but never in the full amount of the nominal
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neither been seen nor fully analyzed until today.o

Furthermore, in this connection, the strong monopolistic-
oligopolistic posifion of German big;buéigé?ségﬁ vhich lead.
the export trade, must be seen in the German domestic markets.
Over 50% of the German export assortment falls to the share
of products of machinery manufacture, of the transportation,
chemical and electro-industries in which some branches of
"leading" or oligopolistically behaving suppliers determine
the domestic price level.9 For this reason, the rule at 2ll
times was to make good the nominal deficit in proceeds (due
to revaluation) in foreign trade by raising prices-at.home.

in other words: thanks to it%high dgree of monopoly
in the domestic market, the German export eéonomy could
permit itself the "luxury” of selling its foreign product
under the real terms of trade: because the profit that was
given away in eiporta was regained by way of the domestic

prices., Exports ezrned employment, the home market paid

the necessary capital.
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This is a caleulation which continued as long as the

world economy nominally expanded faster than'consumption

and investment in the Federal Republic itself. As Table 1

,‘shows, this typical constellation for the total growth of

the Federal Republic for over 29 years is fading away.
During'the aurrent year (1978), a clear decline of "export-
led growth™ is to be reckoned with for the first time. This
is a situation which might have arisen earlier if regional

special export economiclplans_aimed at the East block and

- OPEC countries had not overcompensated for the loss in

traditional export markets (in Europe and North America).
See the final two columns of Table 11}

To this may be added the fact that, with the shift

from fiied‘but adaptable to fully flexible exchange rates,

the fixing of export positions becomes more difficult, if

not impossible, to charge to the parities of real terms of

_tradé. Owing to the German economic and monetary policy,

and especially to the "professional economist" Chancellor
Schmidt, it is, in my opinion, no accident that the rediscovery
of the advantages of fixed exchange rates —- within and Qﬁtside
of Burope -- is occurring at just the time that the "being": -
(the end of the era of export-led growth) is moving towards
the "consciousness": the problem is less that of EUROPE
or of the WORLD ECONOMY than one of saving what one can of
the foundafions of economic growth,

| In other words, it is the problem of a redefinition
of the old neo-mercantilistic growth and employment poliqm
accdrding to which the Fedéral Republic, as a country dependent
on exports, cannot aim for satisfectory domestic growth

without an export multiplier.
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IT. ALTERNATIVES WHICH ARE ¥O ALTERNATIVES

1. As a matter of fact, all-internal econouic programs

and plans discussed in the Federal Republic since the outbreak
of the crisis amount to an effort to gain time until the
currently blocked adjustment ﬁéchanism springs into action
again, ¥

-~ The government and the.committee of experts (SVR), unitéd
as seldom before, propoée cost credits {tax, interest and
real income reductions) and a still higher national debt.

- The trade unions and the SPD oriented "Left" @emand higher
national expenditures, higher real wages as a "pﬁxghdsing
power booster shot" and, to round it out, a partition of
available jobs (a cut in individual work hours).

- The Opposition has no concept at all, It "complements”
the government and SVR program of the priority of cost cuts
over increasing demand through order policy indications
towards the éxtent to which the social market economy may

be burdened. It sees the economy as being less threatened
by the wholesale death of small and middle enterprises
(which were also earlier sacrificed tqa CDU/CSU restrictions
policy), than by 1egislatibn which could well have been

introduced by its "left-wing" (co-determination and apprentice

training)

*In the following, the author is returning to ideas and
definitions in recent publications: Die Dollarschwiche-Grinde
und Hintergrunde, in: Aus Politik und Zeitgeschichte, Beilage
zur Wochenzeitung Das Parlament B/12/78 v.25.3.78, Die Grosse
Krise kormt noch. - Das Krisenmanagement ist bald am Ende. Was

dann? in: Zuckerindustrie, Heft 8/1978 mnd Beschiftigungspolitik

muss bei EHittelunternehmen ansetzen. in Ny, 178 Frankfurter
Rundschan v. 16.8.1978,
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2. The frightening thing about all three positions is
their evident distance from reality. - The government and SVR
are deceiving themselves if they think they can reduce wages
and monetary interest. And even if they were successful in
puehihg this through against the will (and market power) of
the trade unions, and against the investment preferences
(and alternatives) of their savers, the result would be fatal,
Because as long as investment is too risky, and saving by
comparison presents a more comfortable alternative -- at .
least for the mass of independent "risk" entrepreneurs _—
cost credits, no matter how introduced (whether_by wage,
interest or tax credits), can mean only that the latitude
for higher "marginal" savings quotas will rise. The economic
impulse will fall flat, as it has thus far..C

On the other hand, demand programs "from the left"
would certainly lead to the exploitation of existing or
imagined price increase margins, if only to strengthen the
fﬁrther withdrawal of money from their ovn enterprises afber
insufficient self-financing for years. The high revaluation
of the D-iark, ﬁhich lowers the price level of imported goods,
would of itself set uvper limits to domestie‘price increases.
But the more successfully the "too high" exchange rate of the
D-ilark to the dollar and to other currencies plays its role
as "stabilizer" of the domestic price level, in view of under
capacity in almost all fields, the more it will fail to launch
‘a wave of investment which would restore full employment
throughout the whole economy. In the face of depressed expect-
ations, the govermnment can indeed releasefahy amount of nominal
demand, but it has no influence on its real content (the amount

‘which will be wasted in price increases), and even less on
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its destination (the amount nominally sbent.dr trickled
away into.savingé). |

But what is to be made of the "fashi%hable" concept of
a revision and re-~distribution of existing jobs? Does the
equation Behind it:s the more split jobs, the féwer new
ones to be created, hold promise? Unfortunately, the
equation contains three immedizte miscaleulations and
defects: first, the loss of work time, whether with or'
without a nominal wage adjustment, raises the Eggl'cost

of full employment for that portion of real product which

can definitely no longer be generated. From a reversible

renunciation of real income emerges an irreversible one,

This is a process which will méke riobody richer, but proﬁably
everyone poorer, Second, it is more likely that stronger
rather than weaker tEndencies-towards the freeing of labor
_(%he rationalizing away of jobs") will emanate from this
strategy of a "structurally neutral” full employment policy.
‘Because very few people note that in (capital intensive)
large industry rationalization is less dependent on labor
costs or wage rates than on liquidity or wage gggg. In the
‘cash flow of large industry, the necessary sum ofrwages to

be paid out has the {cost) character of "vanishing" liquidity,
whereas the sum of depreciation representing capital erosion
has the {budget strengthening) character of "continuing"
liquidity. Ever more computé;s and micro-vrocessors
thereflore make tne self—finaneing of an enterprise stronger
and more independent of outside debt (credit). Besides,
during the crisis one can forego depreciation.if necessary.
He, however, who owes his wages, must go to the bankruptey

court, or immediately after paying them.ll
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Third, in large industries more than in the small and

medium industries, the dispositive resultant costs of hﬁman

“work capacity play an increasingly decisive role. Technical

work slaves from maxi to mini computers and micro prccesses
are already working more reliably than human workers, with

no social welfare costs and less interest in co-determination!
Therefore any partition of jobs would make rationalization‘
mdre attractive! Not éuperfluous!

Because this is so due to technical as well as dispositive
material constraints, one cannot hope to win the battle to
regain full employment either with wage policy restraint or
self~castigation, nor with a reduction of work time or a

state imposed idleness (which, as is known, 1is the beginning

of many, even if not all, problems.)

'3, For this reason, the way out of this crisis lies
not in the worn-out concepts argued by the government and
the SVR, of a monetarism which, while alert to inf}ation,
is all the more blind to depression and structures, but
also not in the spruced up versions of old Keynesian fiscal
concepts of indebtedness proposed.by the "left" which bear
the mark of the 30s and not of the T0s. And though it has
lately been taken seriously even by the trade unions, the’
solution does not lie in the latest wonder drug: less instead
of more work, an increase in leisure timé designed to absorb
the consequences of the productivity "explosion" which cannot
otherwise be controlled.

What is needed is not & new theory to fight the crisiﬁ)
but a rational combination of international and national

measures vhich would serve the common good of z2ll the world

economies (plural, not singular!); measures against run-away
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national and foreign debt, the ultimate source of all
inflation today, and the séurce of the escalation of depres~
sion and a crisis of confidence tomorrow. For it is in one
point that the world (economy) has.noﬁ changed since 1931/32:
once it becomes a question of losing money, nobody wants ©o
be the last to be stuck with his irrecoverable claims. As

long as there is money, credit and debt, there will always

be financial contractions which will rise to panic when the

'seemingly "safe values" become questionable: The U.S. dollar,

New York City municipal bonds, the solvency df leading Iuro- -

banké, etc. | |

ITI. EXPORT SUBSTITUTION, EURO-FISCAL AND WORLD CURRENCY POLICY
- 1. The correct answer to the question which torments

all western industrial nations, and not only the Federal

Republie, cohcerning the proper way to‘fight the crisis,

deserves the Nobel Prize in Economics., HMore so, in any

‘event, than the invention of theories which in this crisis

prove their worthlessness, and which, though correct in the
sense of formal logic, are hopelessly "out of date" in the
sense of Walter Eucken, the spiritual father of the social
market econonmy.

Let us first of all say how this crisis cannot (any
longer) be mastered:
- not through increased indebtedness which now no longer
stimulates growth but only "promotes" saving and disinvestment.
- nor through stimulation without an inner reétructuring wnich,
in any event, would only for a short time (if at all), take
up the present capacity slack (only another word for mis-
investnents!); the stimulation would bhe seen by those affected

as a fleeting spark, whose light would serve to guide their
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path of flight to save capital, that is, to change their
material investments into money savings,
- nor through a reduction of work time to a 30 hour 5 day
work week which would increase real cqsts'and'negative*
("counterproductive") rationalization tendencies,
On the cdntrary, ways must be found out of this crisis
which will by-pass both dead-end streets marked: "Danger,
new indebtedness," and "Danger, preservation of structures."
Because to spend another 200 billion.D-Marks;as they have
been Msprinkled" about by the public hands of the Federal
Republic since 1974, without thereby achieying anything either
structurally or in the internal economy, must remain a "unique"
measure., They represent the cost of an experiment which one
had to try -- perhaps -~ but which should not be repeated.
Which possibilities remain for fighting the crisis-and
for pursuing a full employment policy if "domeétic deficit
spending,® foreign "Euro-indébtedness," and a 30 hour 5 day
work week have to be renounced -- at least for the present?
The first and for a limited time, most important: gince
fighting the cgisis iequires an internétional aﬁd not a national
sﬁrategy, the balance of payments adjustment of the western
industrialized countries musf again becoﬁe a Ypublic" matter
regulated by governmental consultations; for it is the
western industrialized countries who are each others' best
customers, and who can méintain or play out their common
free political and economic order oniy together. The homeric
argument over the "“locomotive'" theory of "who shouid help
whom" collapsed when it becanme clear on both sides of the
Atlantic tnat, since the "usurpation® by the OPEC countries

of the greatest share of the former total SurplusAof the
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industrial countries against third countries f not only of
the third world,,but of the entire world economy), the:
deficit caused by oil prices could be "financed" as up to
now by debt or through internal or foreign restrictions.
If however, both in the interest of a continuing free world
trade, and that of a not increasing domestic crisis, this
should not occur, then there remains only the "playing in
concert of the balance of payments adjustment.”

The second,and in the long range most inescapable,
taék lies in recognizing that there is no mysterious{and
h"irresponsible") currency specul@tion behind the hectic
activity of the capital and currency movements between
1971/73 to which the Bretton-Woods system fell victim, and
to which the 1975/76 mini-order created /?rﬁgmbouillet to
Kingston can also fall victim, unless a miracle should
occur. The task is to recognize the uncontrolled and

uncontained overproduction of international liguidity in the

"privately!" created U.S. dollar since then., Since the free

and private Buro- petro- Asian- and Pacific dollar markets

fulfill every reasonable bank justified credit wish (because-

they can re~finance it), without regard for the solvency and

transfer power of the receiving country concerned, or without
having to consider how its walance:of payments is reflected
in its currency, the freest currency system in monetary and

world history up 'til now provokes one Mcurrency crisis® after
another; and this is because the quotation of all currency
relationships in "official" U.S. dollars is always expressed
in terms of one currency: the U.S. dollar, |
According to internal estimates of the I1LF and the BIZ,

8% of world-wide international payments fell to the share of
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true (real) goods and service turnover in 1977, while 92%
served as prbtection for currency crises of every kind,
most of which were preventive measures whose_execution
'paused the very danger they were intended to avoid. For
others! This is a singular situation, in which the firemen
go out to start the fire which should have been put out!

The weakness of the dollar and the chaotie ekchange
rates can be avoided only if the much too free world money
and capital markets can be brought back from their present .
"extraterritoriality" and "illegitimacy" beyond national
control and competence to territoriality and legitimacy;
that is to say; to a regime comparable to the domestic
gold,and credit creating controls., Only if it becomes
vossible to cohtain the world-wide international liquidity
production (largely based on the US. dollar), will it
be possible to work again successfully With monetary policy
on a national level (for instance, for purposes of stability);
but above all, only then can an end to the permanent currency

lﬁnrest and the fatal decline of the U.S. dollar be expected.
From this if will be clear that the world inflation and
dollar weakness QO not signal a "failure" of +the American
currency and balance of payments policy, but rather a

capitulation of almost all western governments and their

central hanks in face of the influence and eXxtraterritorial
' 12

expansionary pressure of "their" private (large) banks!

Only when the production of international (U.S. dollar)
liquidity is (again) joined to the chain of the central banks
| (or to & world central bank like the IMF), can today's so
"troublesome' capital movements and exchange variations be

reduced to that level which can be calculated from real
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production balance positions and nominal differences in
interest. Oﬁly under‘these conditions could one afford a
Melean" floating and build upon it,.sb that speculative
expectations will cause only short term exchange fluctuations
and not -- as today -- a long term valuation trend of a
currency which can only be broken by a ciisis, if at all,
just as in the final days before Bretton—Toods! 3

Ever since the two economic summits on German soil of
this past summer, in Bonn and in Bremen, the confusion could
not be greater, Wnat is it about?
- In Europe there is not a new‘edition of fhat 0ld illusion
of "inauthentic exchange rate unionsﬁ'on the agenda, as
President Giscard d'Estaing and Chancellor Schmidt. seem to
wave in front of us. Such would tbday only seal the inner
European imbalance of under employment and balance of
payments deficit. And: The German surplus position In

the Buropean Community -- as long as the supply of exchange-

support ammunition of the German Bundesbank for weak European ‘
15 |

-In the European Community today, the problem is the

currencies holds out!

Buropeanization of the structural equaligzation: concerning

a2 horizontal arrangemenf hetween "strong" and "weak" countries
and regions, and a Buropean rather than a Duro-capital market,
at whose liberalization France especiallj tends to bristle.

The Monetary Union can only become topical and functional
(again) after the greatest structurai differences in the
Community have been adjusted or have found their ownm path
towards financing, which has nothing to do with "money," but
only vi th. the "transfer of savings,"

The problem of the worid econoiy is a double oﬁeb a

substitute for world demand which has been hoarded in the
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OPEC "pigey bankV, and the stabilization of the U.S. dollar
as the currently still irreplaceable "monetary measuring
stick" of ald the world economic trade, credit and reserve

transactions.

We have already seen that if the latitude of international

refinancing (balance of payments support) is limited, the
majority of western countries can again afford a hatibnal
full employment policy. And, if the "robbing pressure" of
(Buro- petro- and other) paper-bank dollars on the similarly
free and wild Euro markets is finaily brought under control,
and with it'the f"selfwgervice!” of wildly ﬁrofiteering
internafional 1iquidity, world inflation, exaggerated
capital movements and wild floating of exchange rates would, .
in one blow, lose their ammunition. One blow to cure the

chaos! And the proof? One need only.compare the official

- U.S.. balance of payments deficits'according to size —-

however defined - with the BIZ-released information on’
the creation of billions of free Euro dollar money and
credit, in order to measure how insignificant a curb on

U.S. balance of payments deficits would be compared to

how important a rationing of Euro dollar money quantities

of all shades would be. When banks are permitted to produce
their own world mohey at will, it is”only a question of time
vntil this system collapses [kollabiert): due to its only
too justified fear of itself116
3. In all "mature" industrial countries today, and

not only in the Federal Republic, the problem is less one

of demand than one of a new form of supply policy, more

‘specifically, given the technical situation, the correct

conclusions must be drawn from the fact that the "natural®
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(or technically possible) productivity growth is greater
than the effective demand growth, with the socially explosive
result fhat it is easier to offer the population a high
standard of living than enough jobs, We have already seen

the three standard cures: either to lower costs in order

to fill up demand and/or to ration work has little sense

in the present situafioh; Cost reductidn stimulates saﬁing
rather than investment, freshening up demand resulis only

in accelerating the turns of the indebtedness merry-go-
round, without, however, thereby causing the aversion to
investment to fly off., And most recently, since the trade
unions are shortening individual work hours, perhaps even
without wage adjustments (therefore cost neutral), it

would seem that the demand for jobs would increase, given

the volume of work time, but this caleculation would only

be correct first, with "constant work techniques", and

second, with\"lOO% wageufate-independent rationalization
motives." If botﬁ conditions are not present, every attempt
will fail (unfortunately) to restore full employment by means
of a 30 hour work week or 5 hour éociety, over still more
well;being (or less work). If such suggestions did not

also come from serious people, one could almost think 6f
inappropriate "pie-in-the-sky" jokesl! |

A full employment policy in our times -~ and not only

in the Federal Republic ~— is for the foreseeable future the
one and only active middle class policy. Because only in

the (still) occupational and labor intensive producing

enterprises of fewer than 500 employees do those production
and labor technigues thrive which can only in a limited way

be rationalized away through technical work slaves -~ no
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matter how reliable or cheap, in whichever area they may be.

But above all: as long as 3/4 of all economic turnovers;
investments and employees fall to the share of this sector
and not.to that of thé approximately 10th‘of those enter-
prises with more than 500 employees, there would be absolutely
no more successful program than to enéourage this size enter-
prise —- apart from its legal form, See Table 4, But how? .
And with what meané, without’at the same time creating more
public debt? | |

-First: tax equalization. ©Small and medium enterprises,
insofar as.they are personal corpbrations [?ersonalgesellschafte@],
pay progressive earnings and income taxes and no uniform
(corporate tax) rate as do their large competitors; they
therefore need a uniform rate like these which, however,
would be lower than theirs in order to adjust for their -
structural disadvantages. Comparable to the preferential
tax treatment oi the "small" German banks (savings banks)
compared to the 1arge private banks, whose structural dis-
advantages are compensated by a 10% tax bonus from the
lavmaker.

Second: tax incentives for the creation of more jobs.
Small and middle entérprises employ notronly more, but also
higher professionally trained,labor potential than the more
thoroughly ratioralized large enterprises per unit of production
(product). Therefore, tax bonuses based on the size of the

enterprise would have both a guantitative and a gualitative

_effect on the creation of new jobs. The demand for qualified

professionals would be honored, and at the same time it would
become clear to the employment seeking young person that

training is again worthwhile., A point of wview which is
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increasingly disappearning in the years of crisis.,

Third: rationalization-neutral tax reforms. Although
wége and capital costs (interest and depreciation) are.
fiscally equally relevant as deductible from earnings,

{ ' depreciation and re-investment offer recognized fiscal
| motives for the over-rationalization of the 1afge enter-

prises, through which the economic productivity of these

concerns is again strengthened at the cost of the general

public. Because every mark saved on industrial wages
causes additional social welfare expenditures (unemployment

funds), which burden public finances. Therefore, at least

those taxes which unintentionally reinforce this effect,
i such as local wage or business (capital as well as revenue)
| taxes, Should be modified to depreciation taxes. |
' | Which budgetary resources beyond the already exaggerated
national debt could be placed at the disposal of such a '
¢ gspending program aimed at the middle classes and the creation
of new jobs -.-'-.,aﬁ_,d_r:lbt'—-.derlnand? Because the principal mistake
of German monetary policy: reducing only pubiic income
and not expenditures, only means a governmental re-financing
(indebtedness,),and no reduction of the go#ernment-share in
P | the GNP.

Resources for the bonuses for job creation could be
taken from the expenditures and bonuses saved for the

organized but involuntary unemplovment. Instead of the

over rotzation [Uberwdlzung|of the wages saved by industry

as a result of rationalizing Jjobs away, the opposite would

. SR | R

occur. The unemployment which has been rationalized away
as a result of this program finances the increased employ-

i ment in the small and middle industries.
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Secondly, in its subsidy budget of false structure

conserving measures, false because they aim at price and
income fixiﬁg, the country has a mass of compensation which,
by a multiple factor, far exceeds the costs of the employ-
ment creating measures sketched here. The sum of the
annual maintenance subsidies, not for jobs, but for
éarnings and the market shares of agriculture, industry
and services, is almost double that of all crisis-fighting
programs of the Federal government since 1974!

The model of the new policy-mix sketched here:
international éurrency policy, supra-regional (fisecal)
structural policy and a national, supply-oriented full

émployment policy}7

is to be understood not only as a
ﬁiece of adjusting economic and structural policy, but
as a new chapter in the "consumption" rather than "eiport-
led" growth in the sense of Kaldor's fﬁ%usralternative,'
_ and.as a new page in the book of market economic competition
and order policy. It is aﬂ investment in the oountervailing
powers against the monopoly and concentration tendencies
of our times which cannot be met onlj throughrlegal |
regulations.

- Becauge: the spcial market economj can indeddlive
without its combines and their managers,'even if +these
cannot imagine it, but it canndt live without its small

and medium entrepreneurs who risk their capital and their

civil existence; who still, though perhaps not much longer,
constitute the main body of itsrﬁndustries, investmenté and
jobs even thdugh some politicians imagine that it would be
much more easy and rational to govern the world with oniy

: : !
a few large industries., The opposite is true: th?market
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economy performs its ezpected combination of sufficient

goodé and employmenrt supply only when many, and therefore

neither overly large nor overly strong, entrepreneurs

compete with one another for customers and markets. Not

only its "guardian classes, " (Schumpeter), but its

gﬁardian angels.



- Table 1: ‘Driving forces of German econcmic growth 1950-1977

gross capital domestic ' ‘ :
investments consurption export foreign account share of exports
time épan (priv. & publ.) of goods (export surplus of .export 6f.goods (to
: & services goods & services) OECD-  East bloc-  OPEC-
nominal real nominal real nominal real nominal Creal .. .countries
.. _average annual change in % in % of GNP . in % of total exports
" 1950-1955 +17.9 +12.7 +11.1 +8.1 +26.,%6 +20.8 2.1 4.6 76.5 2.1
. 1955-1960 +10.1 +6.8 +8.9 +6.5 +9.8  +12.3 3.0 3.9 74.8 4.1 .
~ 1960-1965 +11.0 +6.8 +9.0 +5.5 +7.7 +6.5 1.2 1.4 80.2 3.8 .
1965-1970 +8.2 +4.5 +7.8 +4.3 +11.8 +10.8 2.0 2.2 82.3 4.4 .
- 1970-1975 +4.3  ~1.0 #10.7 ¥3.4 #12.2 +5.5 2.9 2.9 75.47 7,98 76"
‘ 1976 +8.5 +5.0 +7.6 +3.3 4.1 +11.1 2.5 3.2 76.6 6.8 8.2
1977 +6.4 +2.7 +6.6 +2.4 +5.7 © +4.2 2.3: 3.2 76.5 6.1 9.1
1978 (1st +4.5 +3.0° +4.0 | 76.9% .22 8.6%)
6 months) .
Source: Statistisches Bundesamt, Wiesbaden

1) 1975

2) Jan.-May 1978

_.GZ..
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Table 2: Stability and dgrowth in the western
industrialized countries 1949-1977

1)

cost of living index national income

country o ' nominal?) real?’
avefage annual increase in %
FRG 2.7 ©10.9 4.0
Switzerland 3.1 - 9.3 3.0
USA 3.4 - -7._6 2.2
Italy 5.5 | 1.3 2.1
France 6.1 | - 11.2 1.8
Great Britain 6.4 | 8.9 1.4

Sources: 1} Deutsche Bundesbank, Frankfurt a.M.,
‘ Monatsbericht

2) IMF, Washington, IFS June 1978 und frilhere
Berichte; eigene Berechnungen
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Table 3: DM revaluations, world and German

domestic inflation since 1972
average DM - US 38 world market German export German cost of
annual parity prices prices living index

1972 = 400

1973 83.4 150.0 106.4 106.0
1974 81.2 251.7 - 124.5 114 .4
1975 77.2 229.2 129.4 121.2
1976 78.9 241.6 134.3 126.7
1977 72.8 266.4 136.1 131.7
1978 65.4 (June) 265.3 (May) 137.7 (May) '135.5 (May)
Source: Deutsche Bundeshank, Frankfurt a.M., Monatsberichte
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Table 4: Industry in the Federal Republic

of Germany in order of size, 1975

.number employees turnover investments (capital}
size 1000 g 1000 s 1000 3 1000 3
‘all industries & [
‘corporate bodies-: . . . . . 2449.5 100 :
:all'induétries““ 5 1,9081 100 .. 20,782 100 2,433 100 164.8 76.8 100 .
~up. to 499. employees 1,906 99.9 . 15,981 76.9 1,872 76.9 131.1 64.8 84.4 .
productive sector ' |
(without manual . : g
labor); total 42 2.2 100 7,724 37.2 100 841 34.5 100 35.7 21.7 100 N
of which up to : : :
499 employees 40 2.1 94, 2,923 14.1 37.7 280 11.5 33.3 10.0 . 6.1 28.0 i
" from 500 employees ‘
(up) 2 6.1 . 5. 4,801 23.1 62.3 561 23.0 66.6 25.7 15.6 72.0
Source: Statistisches Bundesamt, Wiesbaden.
1197‘0. 2given as a differentiation to the producti?e sector (without manual labor)} subtracted

from the industries with more than 500 employees;

included therein are,

therefore,

industries

with more than 500 employees in banking, insurance, trade and communications (for instance,

train and postal services: 426,000 employees = 2% of total employment).
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sierung, Wahrungsintegration und Sparerschuts (Kohlhammér),
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The following figures prove everything: of the total
German export, machine construction represents 16.2%,
chemicals 13,6%, electro-technical products 10.1% and
automotive construction 13.4%, All 4 large fields are
typical ologopoly-led sectors: in which the joint-stock
companies call the plays (das Wetter bestimmen) as lesders
in their fields (such as Mannesmann, Gutehoffnungshiitte,
the three Farben successors Siemens, ARG~Telefunken, .
Brown, Boveri u.Cie, and the five big car makers).

One of the most fertile (and statistically as well as
politically neglected) sources of "fear" saving in times
of depression is represented by the not (any longer)
invested earnings of entrepreneurs, especially by those
personally responsible small and middle entrepreneurs
endangered by depression. The following graph (by Helmut
Kupky) makes clear what is meant., In the yearsof criais
since 1972, the (personal) small and middle enterprises
in the Federal Republic took more money out of their _
businesses than they earned. Where did they invest it?
A regression in the rate of investment combined wi th a
growing savings rate leads to the presumption that they
saved that money earmarked for investment in "risk-free
but certain-earnings": in treasury notes {Staatspapieren)
which, in times of crisis, always have record sales.,
Former investors thus become savers, which aggravates

the crisis Yendogenously"., By contrast, those large
enterprises and large investors (joint-stock companies)
who are tied to long range programs do indeed maintain
the investment rate at a high level., But first of all,
by their proportional share, they do not close the gap
which the others (whose investment share still represents
70% in the Federal Republic) have created. Furthermore,
the trend of the large investors is away from domestic
towards foreign investment. They are not only conscious
of the %orldsmarket but of the exchange rate, that is,
they calculate "on site costs" which result in the
buying of assets and liabilities by means of currency
relationships.

~ (graph follows on next page)



footnotes (cont.)

11, This "forgotten" factor of rationalization in large
industry was first treated by the author in hisg
Wahrungspolitik, Stuttgart, Berlin, K&ln, Mainz, 1971/
1972, p. 84 £f, lore recently and fully in : Von der
Einkommens— zur Arbeitsmarktpolitik in : Mitteilungen
aus der Arbeitsmakrt~ und Berufsforschung, September
1978 (Schwerpunkheft: Lohn und Beschdftigung) ed.by
Bolte, Buttner, Ellinger, Gerfin, Kettner, Mertens,
Schaffer, Stingl.

12, An "invisible hand" which sometimes becomes visible,
for instance, when one allows the explanations of
Anthony M. Solomon, Undersecretary of U.S. Treasury
for lonetary Affairs before the Sub-committee on
Economic Policy, Committee on Foreign Relations of the
U.S. Senate on July 24, 1978, to sink in. (Deutsche
Bundesbank, Ausziige aus Presseartikeln Nr. 8, 8/8/78).

- 13, With regard to sources and figures, compare the author's
articles: "Welchen Krieg haben die USA verloren?" in
VORWARTS of 7/9/1978, and Db Zerfall des US-Dollar,
Diagnose und Therapie: Die internationalen Liquiditaten
mussen gemanagt werden, nicht die Wechselkurse ins
Wochenzeitschrift Das Palament of 22/9/78.

14, See Corden, W.M.: Monetary Integration, Essays in
International Pinance {Princeton University Press),
No. 9 April, 1972, p. 2 ff.

15. See the author: Europaische Geldillusionen, Sozialdemo-
kratischer Pressedienst Wirtschaft, 33. Jg., Nr. 51 of

16. See the author; Die Dollarschwache, op. cit., as well as
Die Lokomotive Zieht uns aus der Krise in Frankfurter
Rundschau of 12/7/78/

17.  The author first took a position on thie policy mix of

‘ international monetary policy, supra-regional fiscal
poligy and national full-employment policy in 1970 at
the Inmsbruck meeting of the Verein fiir Sozialpolitik
(a society for economic and social sciences); see Arndt, H,
and Swatek, D. (eds.) Grundfragen der Infrastrukturplanung
fir wachsende Wirtschaften (Duncker und Humblot), Berlin
1971, p. 421 Tf. _ '
See also the author in Wahrungspolitik op. cit, p. 251 ff,;
Weltwirtschaft, Vom Wohlstand der Natioren Heute (ECON),
Misseldorf, Wien 1977, p. 324 £f, and Beyond Keynes and
Monetarism, in: The German Tribune, Economic Affairs
Review No. 19, 34 Quarter 1978, p. 5 ff. aacording to
Wirtschaftswoche, No. 19/1978, p. 76 ff.
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Germany's Monetary and Financial Policy and the £EC

Paper prepared by Norbert Kloten,

Deutsche Bundesbonk, Stuttgart and Tubingen
At its meeting in-Bremen on July 6/7, 1978 the Europeun Council agreed on
the broad outlines of a new European Monetary Systemu The originators of
the plan were the French President Giscard d*Estaing and the German
ChcncellorlHelmqf Schmidt., The French éqlls for a new monetary'initiafive
weré nof'unexbected, but the German attitude did come as o surprise, Was it
the result of political considerﬁtiohs;nbr did it signal a turnaround in
Germdn”monetcry'thinking? So far no answer ‘has been forthcoming to this
question; by pointing this out I do not wish to evade the issve, but I
should like to postpone discussion of the question and the onsweI}'i,e, |
to_brddch the subject without regurd to the decisions token at Bremen, for
the German role in the Bremen summit does not fit in with the widely |
accepted picture of German interests and behaviour vis-d-vis European

initiatives in recent years,

I, Criticism by the European portners and the German standpoint

Only o short time after the EEC was established the Germans were being
reproached for being insufficiently "European-minded”, for being too |
strongly orientated towards the Atlantic, More recently the partner countrie
have stepped up their criticism, claiming that the Germans' "tiredness of
Europe" is becoming increasingly noticeable, The Germans, it is asserted,
not only giQe the cold shoulder to programmotic initiatives of the Commis~
sion or to conétructiye!proposolé by Eﬂfbpéan'cdmmittees but also criticise
the European authorities wholesale for alleged bbféaucroéy and unwarranted
lovish expenditure. Inwardly, it is meintained, they long ago dissociated
themselves from solutions they had originally supported (e.g. the Evropean

-~
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agricultural market organisation), but without being able to suggest.
acceptable alternatives, Their lack of interest in Europe, their lack of
any desire for integration, is reflected in their reluctance to make

concessions in questions of monetary policy, Germany "is not prepored to

~accept the role of a key currency for the D-Mark, and its monetary assistancei%

for its European partners is not so far-reaching as the situation demands,
The Germans are selfishly pursuing their own stabilisation objectives and
are failing to discharge their duties as an &conomie dominante in Europe,
Germany's partners ﬁre in effect compelled to submit to German prioritieso_
The underlying cause of all tﬁis, it ‘is cloimed, is a dogmatic German
attitude to the question of monetary stobility and a no less marked regula-

tory dogmatism in favour of what the Germans call a "market system".

The German reaction to these criticisms by our European partners has always
been one of astonishment, even consternation, Whot has surpiisedrthe Germans

has not been the reference to the specifically German manner of thinking,

but the accusation of lack of interest in European integrotion, The Germans

have declared that they have always regarded European union as a historical
necessity and as an act of vital interest to Germany, The few people who
think differently can be disregarded, The Gexmans play the Atlantic card
only for the saké‘of achieving a-‘proper.bdlcnceJ which ié in everybody's-
interest. Aﬁd there can be no question of Cermany being tired of Europe,

What is discernible in Germany — ond not only in Germany - is a certain

‘disenchiantment obout the prospects of making further headway in the field

of European integration. But disenchantment is quite different from being
tired of Europe. Exasperation at the bureaucracy” in Brussels is another
matter; after all, there is no mistoking the fact that a costly organisation

has_been built up there which does not even moke use of the powers it has

been given and which - as Germans can hardly help noticing -~ is for the

‘most part financed by Germany (the "paymaster of Europe"). The EC agri~-
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- been among the first to advocate the enlargement of the Community and the

is actval behaviour, on the one hand at international conferences, at the =
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cultural market organisation is no longer o market system nowadays; but
rather a perversion of such a system. And if the Germons frequently speak
out against dirigisme and government planning, in the last analysis they

d§ so in the intexests of the Communify at large, which in the long run

has nothing to gain from a system of internal and external dirigiste inter-
ventions, This also applies to the Germans' cool attitude to the use of
monetary initiotives as a means of bringing o European economic and mone~
tary system closer, After all, the German misgivings are borne out by

experience, But despite all previous bad experience the Germans have oiwoys
intensification of cooperation,

Thus, there is indeed no lack of claims and countercleims. However, such
and similar differences are typical not onlyof the relations between the
Germans and their partners; there are also disagreements between the part-

ners themselves, We are not interested in the polemics as such; what counts

levels of torget formulation among the European avthorities and opinion .
formation among the committees, and on the other hand when shoping octual
economic and monétury policy decisions, My paper is concerned - on the

basis of a free interpretation of the topic I was given - almost entirely

with the role of monetary policy; I shall deal with financial policy onh1ﬁ1soi?

far as it constitutes short~term economic policy at the some time, Questions i

of tax harmonisation, the coordination of the European financial system as
a whole and the financing of European organisations will not be discussed.,

“*

II, European implications of Germun economic policy

1, The sources: basic positions and priorities

It must be conceded right away that the specific German attitude to the

-1 R AREER
[Er, v



- A =

gy et e

question of approaches to an economic and monetary union reflects conceptual

1.

judgements; however, the roots of these judgements are evident only to

those who are prepared to put themselves in the position of the German

nation following the second World War. Besides the militory and political
disaster, the Germans experienced the neur-total erosion of the purchasing
power of their currency. This time, in contrast to 1923, it was caused not-:
by open inflation but by pent-up inflatién -~ pent up by price fixing and
quantitative controls (the coupon system) ~ but, like the first hyper~

inflation, it led in the end to the destruction of almost all financial

o g s L S TR W B AR g A i 4 e Y

assets, This experience made people determined not to let such things happen :
again, Monetqry stability became a national issue of very hlgh priority

(in terms of monetary policy, since the currency reform of June 20, 19 48)

PRNE = OV T Bry T . S
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" This was reflected in the decision of principle, token when establishing
the Bank deutscher Liinder in 1948, to grant the central bank independence.
This autonomy was admittedly a gift of the Allies, porticularly the
Améficdns, but it was entirely consistent with the German bias, The counter- ;
part was the belief that a dependent central bank (or o central bank
forming a department of the Finance Ministry) would sooner or'iater be bopnd .

to become an agent of the government in the unsound financing of its budget, i |

T MoreOVer, the years during and immediately qfter the war, with their systems |

————— i,

of coupons and controls of every kind, had dlscredAted off1c1al dirigisme

so lastingly that confidence in government gquantitative controls was largely 2
~— o= 2 .

destroyed, Direct personal experience therefore backed the votes of the

supporters of the Freiburg School and other "neo-liberals" in favour of «a ;.;

market coordination system, which though hardly known at the time, rapidly @ |
proved to be highly efficient from mid-1948 onwards. An effective conceptual .

foundation for the new system - a foundation that was quickly accepted by a

Che Cea wet s

large proportion of the population -~ was provided in the political sphere

inly by the model of the "social market economy" of the CDY/CSU, Needless

VPR
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to say, it also met with opposition; rival solutions were put forward,

especially by the SPD and the trade unions, None of them, however, achieved
general acceptance, At the lotest,in its Godesberg Progromme of 1959 the 4

| SPD too opted for the market economy model,

The basis of the German market philosophy was the practice of thinking in

terms of compatible regulatory forms. As a consequence regulatory policy was
in the forefront of economic policy; interventionist policy was considered to
be suspect, although this did not prevent great importance being attached to
monetary policy, whose task it was to determine monetary conditions, The
contrast with the full employment doctrine in the United Kingdom or the
philosophy of "planification"” in France or the "new way" in Holland, vith

the development of econometric forecasting models and the transformation of’

AT T e e R e . TR A e S e e D R

their results into economic policy decisions, was unmistakable, Of course,

Keynes was discovered in Germany too, albeit with o considerdble time-lag;

TS T

‘at first for the text~books and then - mainly in the variant of fiscal

i

policy - for financial policy, The result was the 1967 Act to Promote the
Stability and Growth of the Economy, This Act regulated the forms of anti- -

cyclical financial policy within o fromework of stabilisation policy; it

ol

e o BRI et e T

also contained provisions on o compatible incomes policy ("concerted action") ¥

as an oncillary policy area. In this ActﬁProféssor Schiller believed he had ' :

e

achieved the optimum synthesis between modern regulatory thinking and modern

_“economic _mancagement, It was no accident that beside the picture of John

Meynard Keynes in his office hung the portrait of Walter Eucken,

The StaBility and Growth Act - like the 1963 Act- concerning the Creation
1T JrowRT e

of a Council of Experts for Assessing Overall Economic Trends - embodied

a catalogue of ecohomic policy objectives. According to this Act, the task

of stabilisation policy is to ensure, in the context of a free market system,:

stable purchcsing'power, a high level of employment; and external equi~-

o . Ed
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librium, accompanied by steady and cppmpriate economic growth, This "magic

quadrongle” of economic policy targets is still adhered to today even though ?

the targets have so often been at.risk or violated - indeed, even though
doubts about the catalogue of targets itself are growing, Here, os every-
where else, the setting of standards is not synonymous with their achieve-
ment, Actions detrimental to-sfabilisotion are committed by every policy areq
by monetary policy less often than by other areas, But monetary policy did
create the monetory conditions for an upsurge in prices that accele:aféd from
the beginning of the sixties throughouf the economic cycles to about the
middle of 1974 - not because the Bundesbank«failed to advocate monetary
stability on every possible occasion but because it saw its efforts re~

peatedly undermined on the "external flank",

Although external equilibrium was an element in the German market philosophy,

it was roarely achieved, Particularly in the sixties the German authorities

_ ﬁifﬁffOr.q long time quite content to have an undervalued currency; the

state of running o permanent surplus on current account was convenient and
supported by the socicl groups., But urg;ice_hqd_ioqbaqpaid for this mistaken .

'qiiiigggi_jhe German economy.acquired_a growing export bios, and almost

imperceptibly an encrmous need for structural change built up, In addition,

— e

prices were pushed up by international price relationships and the effects
of the trade surpluses on incomes and liqui@ity ("imported inflation"), It
thus became clear that any -attempt at stobilisation under a system of fixed i
‘exchangé rates is self—defeatiﬁg owing to the open external flank., After
the monetary crisis in the autumn of 1968, and even more so after the re~
newed crisis at the beginning of May 1969, the eXcHunge rate question was
the dominant topic of economic policy discussions in Germany. In 1969 re-.
"

valuing the D-Mark even became the main issue in an election campoign - "a

unigue case of a debate on @ change in the exchange rate of a major currency

-

-—»x-‘\.v

N ' i ) - e ey
i o ey T artmbene b g T b it 32 e, et A At T S N S iy STl et A e Y el ad o Wioesler U GEERMERNE bl

e e S L v IR S g

S PRI



THl M i 3 T A S VR AR SR T e e W 1

¥
@
i

-7 -

continuving for many months "“in the market place”." 1 Forms of imported
inflation cropped up intermittently wntil March 1973. But by then the

lesson had been learned; the objections to any monetory solution that

facilitated the transmission of inflation from abroad had gotheréd strength;

2. The German attitude at conferences and in negotiations

Even before the actual negotiations on the creation of an economic and
monetary union began at the end of the sixties Germany was viewing plans to

form a European monetary arrangement with séme reserve.

- On the one hand, it argued that the establishment of & regional European

Y Rl ¢ B VT T Wi

monetary arrangement might advefsely affect tronsatlantic monetary

cooperation; such cooperaticn should, however, be given priority for

political and economic reasons. :_3

: %

D

%

¥
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1 Emminger, Otmar, Deutsche Geld- und Wghrungspolitik im Spannungsfeld érg
zwischen innerem und &GuBerem Gleichgewicht (1948-1975), (The D-Mark in :

the Conflict between Interncl and External Equilibrium, 1948-75), in
Wdhrung und Wirtschaft in Deutschland 1876-1975, publ. by Deutsche
Bundesbank, Frankfurt am Main, 1976, p. 519.
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2 Tsoukalis, Loukas, The Politics and Economics of Eufopecn Monetary _ x

Integration, London, 1977, p. 57.

PR )

et g e e
o imr fdle bt gt 0t el

by gmere e



-8 -

~ On the other hand, it feared that the reciprocal monetary assistance

E

regularly envisaged in such plans might exccerbate inflationary tendencies E

by increasing international liquidity.

But by 1964/65 at the latest it was recognised that the'degreg of integration
achieved within the Cbmmunity necessitated a coordination of the short-term
economic policies of Community countries. The fact that Germany then accepted
forms of medium-term programming that owed a great.deal to French models
amounted to a much greater concession that foreigners are probably able to
appreciate; as late as 1963 Ludwig Erhard wias flatly rejecting any kind of
economic plonning. From dbput 1968 onwards there were seen tc be reasons

. for creating a monetary union:
~ doubts about the viability of the Bretton Woods system were increasing;

- uncertainty about the willingness of the United States to fulfil the

obligations of a key currency country was growing;

1 Memorandum der Kommission iUber das Aktionsprogromm der Gemeinschaft fur
die zweite Stufe (vom Oktober 1962), (Memorandum of the Commission on
the Community Action Prdgrcmmé for the Second Stage (of October 1962)),
in Monetdre Integration in der EWG, Dokuhente und Bibliogrupﬁie, (Mone-
tary Integration in the EEC, Documeﬁts and Bibliography), eds. D. Gehr-
mann and S. Harmsen, Homburg, 1972, p. 36. : -
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2 Gleske, Leonhard, Nationale Geldpolitik auf dem Wege zur europdischen é'

Wehrungsunion (National Monetary Policy on the Way to European Monétary

Union), in Wohrung und Wirtschaft in Deutschland 1876-1975, publ. by o

b

Deutsche Bundesbank, Frankfurt aem Main, 1976, p. 745,
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- the Common Market, especially the agricultural market organisation, was
increasingly exposed to disturbances on the monetary side (as in 1968 -

and 1969); 1

1

D Lot s by mrr b i o

- the time seemed ripe to underpin the envisaged transition from a mere
customs union to a comprehensive economic union by measures of monetary

policy.

The proposals of Chancellor Willy Brandt at the summit conference at The -
Hague in December 1969 reflected the bhangé%in the German attitude and its
constants. He advocated the establishment of an economic ond monetary union,
but sdggested that in an initial phase quantitative medium-term objectives
should be formulated at Community level and short-term economic policy

harmonised at the same time. Only in a second phcée should thermonetary.

union be realised., Germany would then be prepared to transfer o fixed
percentage of its monetary reserves to d commort reserve fund. 2 The French
proposals at the summit conference, by contrast, provided for the immediate il
creation of a system of balance of payments assistance at Community level
and the formation of a uniform monetary bloc vis-d-vis third countries.

This foreshadowed what later -became known as the controversy between the

1 In 1968 any impairmeht of free trade und payments within the Community
wouldlhuve affected no less thunr37.6 % of Germpan exports, compared with
27.3 % in 1958. |

2 Tsoukﬁlis, Loukés, loc. cit., p. 84.
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‘that prematurely fixed exchange rates are disintegrative since, under a

" reduce the efficiéncy of monetary and fiscal policy, and necessitate restric-

- 10 -
economists and monetarists.

The monetarists wanted to initiate the integration prdéess - indeed, to
force it upon the Community countries - by means of monetary ties; these
included the "gradual narrowing of the margin of exchange rate fluctuation,
the establishment of a European reserve fund with a gradual pooling of
monetary reserves, the introduction of a European unit of account”. 2 In
particular, they asserted, fixed rates of exchange accompanied by narrow
margins of fluctuation oblige the participating countries to coordinate -
their economic poiicies, The result is a comvergence of economic develop-
ments. The economists, on the other hand, questioned the suitability of

monetary constraints as a means of fostering integration; they maintained

system of fixed rates, divergent economic trends couse structural distortions,

tions on capital movements that are in principle inimical to integration.
Coordination of the basic economic factors (economic policy priorities, the
behaviour of economic agents, regional differences, etc.) in portner

countries and above all a successful concerted stobilisation policy are

1 Regarding this contro?eréy, see‘Sachversténdigenfot (Council of Economic
Experts) Jahresgutachten (Annual Report) 1971/72, Stuttgart and Mainz,
1971, p. 101; ibid., Johresgutachten 1972/73, p. 1; Adebahr, Hubertus,

Wihrungstheorie und Wihrungspolitik (Monetary fheory and Monetary Pblicy),ri

Berlin, 1978, p. 445; Emminger, Otmar, Bemerkqhgen zum Werner-Bericht
lUber.die europdische Wirtschafts- und Wohrungsunion {Remarks on the
Werner Report on European Economic'and_Mbnetq;yﬁUnion), in Bankbetrieb
1970/12; pp. 443-5. R

2 Gleske, Leonhqrd, loc. cit., p. 767.- | .
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essential first, in order to pave the way for the establishment of a o
monetary union. Hence the system of fixed porities must come not at the
beginning, but at the end of the integration process, so to speak as the o

crowning achievement.

This controversy, which on the surface oppears to be a theoretical dispute
about methods of integration, in feality masks deep-seated political
differences regarding objectives and conflicting interests..The monetarist
approach ties the partners to each other to a much grécter extent than
does action along the lines‘prOposed by the«economists. In the first case
the stability-oriented surplus countries can hardly help granting large-
scale financial assistance as a result of the "solidarity imperative". If
there are no means. of inducing the deficit countries to toke corrective
action, the surplus countries feel obliged to tolerate a parallel inflation.
In the second, economist case the arrangement is much looser; during the
process of harmonisation it is in principle possible at any time to detoch

oneself from the "inflation convoy" by revaluation. This is admittedly

inconsistent with the idea of convergence, but it is the lesser evil.

The conference at The Hague decided on d compromise. The heads of state L

D U .
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and government requested the Council of Ministers to work out a phased plon

g -

' . . . 1 .
for the establishment of an economic and monetary union, ~ The develop- i

ment of cooperation in monetary matters was to be based on the harmonisation i

e e gl b

of economic policies; this clearly reflects the German standpoint. On the

¢ ! - X

* . ‘ } .i

1 See Kommuniqué der Konferenz der Staats- und Regierungschefé der EWG-Mit-
gliedstaaten in Den Haag am 1. und 2, Dezember 1969 (Communiqué of‘the E
Conference of the Heads of State and Government of the EEC Member States %;
at the Hague‘dn December 1 and 2, 1969), in Monetéire Integrgtion in der gj
EWG, Dokuﬁénte und BiBliographie, eds. D. Gehrmann.und S. Harmsen, Hamburg,;”j
1972, pp. 82-4. .
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other hand, the question of creating a Europeon reserve fund was also to

be examined; this was an issue of importance to the French.

The group of experts set up by the Council put forward a phased plan for

the establishment of an economic and monetary union (Werner Plan) in

October 1970. 1 This plan was likewise based on the principle of parallelism
between economic and monetary policy measures. In the final phase a joint

economic decision-making body answerable to the Ewopean Parlioment and an

~ independent European central bank system were envisaged. All of this

seemed to be not too inconsistent with the German views. Even so, the
resolution of the Council of Ministers in March 1971 on the phased realisa-

. . . 2 . .
tion of the economic and monetary union = had something of o monetarist

1 Council/Commission of the European Communities, Bericht an Rat und
Kommission Uber die stufenweise Verwirklichung der Wirtschofts- und

Wahrungsunion in der Gemeinschaft (Report to the Council and Commission

on the Phased Realisation of Econemic and Monetary Union in the Community),

"Werner Report" (final version), Luxembourg, October 8, 1970.

2 EntschlieBung des Rates und der Vertreter der ﬁegierungen.der Mitglied-
staaten vom 22, Mirz 1971 Ubgr die stufenweise Verwirklichung der Wirt-
séhafts— und Nﬁhrungsunion in der Gemeinschaft (Resolution 6f the Council
and the Representatives of the Governments of Member States of March 22,
1971 on the Phased Realisction of Economic and Monetary Union in the
Community) in Monetdre Integration in der EWG, Dokumente und Biblio-

graphie, eds. D. Gehrmann and S. Harmsen, Hamburg, 1972, pp. 176-8l.
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central rates came into being, and g new Council resolution of March 1972
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bias: in the very.First phase the mutual margins of fluctuation of the
exchange rates of Community currencies were to be reduced and a monetary
cooperation fund was perhaps to be. set up, while the obligations to coor-
dinate monetary policy were mostly of a non-committal kind; in the second
and third phases they were not mentioned at all. These monetary concessions
seemed acceptable to Germany only because their period of volidity - like
that of the medium-term monetary assistance scheme, which wos likewise
approved in March 1971 - was limited, at German request, initially to five
years. This period was, however, to be extended automatically if the
Cohmunity had in the meantime entered the second phase of development

towards an economic and monetary union.

But before any concrete méasures had been taken, the honetqry crisis of
spring 1971 erupted. From May 9 onwards the D-Mark floated, una on August 15
the gold convertibility of dollars held by central banks was suspended.
Under the Smithsonian Monetary Agreehent of December 1971 a new system of .
created the European "snake" by narrowing the margins of fluctuation
between currencies. The system of intervention agreed at the same time

among the EC central banks was based on the following principles:

1 EntschlieBung des Rates und der Vertreter der Regierungen der Mitglied-
staaten vom 21. Mdrz 1971 betreffend die Anwendung der Entscﬁlieﬂung vom
22, Mgrz 1971 iber die stufenweise Verwirklichang der Wirtschafts- und
Waghrungsunion in der Geme;nschaft (Resolution of the Council and the
Representatives of the Governments of Member States of March 21, 1971
doncernihg the Application of the Resolution of March 22, 197l‘on the
Phased Realisation of Economic and Monetary Union in the Cdmmunity), in

Amtsblatt der Europdischen Gemeinschaften, Nr. C 38; April 18, 1972, p. 3.
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-~ Unlimited obligations to intervene in the currencies of participating
countries once the published upper and lower limit rotes have been
reached; intervention within these limits only after prior consultation

(concertation) among the central banks.

- Finoncing of the balances arising from such. intervention in Community

currencies in unlimited amounts, but for rather strictly limited periods.

- Settlement of the balances in accordance with the composition of the

official gross monetary reserves of. the respective "debtor central bank".

These intervention rules also represent a compromise, but it would probably
not have been reached without strong German pressure. The rules produced a

system of constraints which, if they are complied with, lead to the desired

convergence of economic policy; if they are not complied with, they discredit

the entire approach, and in the process confirm the preconceptions of the
economists, The intervention system results in an inflationary deficit
country continuously losing monetary réserves; it can counteract this by
recourse to the common monetary assistance scheme, 2 but very short-term
assistance, while unlimited in amount, is quite unsuitable for financing a
balance of payments deficit because of its briéf.period to maturity

(averaging six weeks). Short-term assistance, with its maturity of not more

1 Jennemann, Gerhard, Der Europdische Necﬁselkursverbund (The European
Narrower Margins Arrangement) in Giovanni Magnifico, Eine Wdhrung fir
Europa (A Cufrency for Europe), Baden-Baden, 1977, p. 243.

2 Regarding the EC monetary assistance scheme, see Deutsche Bundesbank,
Internationale Organisationen und Abkommen‘im Bereich von Widhrung und
Wirtschaft (International Organisations and Agreements in the Nonetory

and Economic Field),-Frankfurt, 1978, p. 201.
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than six months, can also be used to only a very limited extent for this

purpose. Recourse to medium-term assistance, with o maturity of up to five

T L

years, is likewise not intended for financing inflation-induced balance of
payments deficits as its granting is subject to economic policy conditions.
The same applies to borrowing under the system of Community loans. Thus, in

the last analysis only two possibilities are open to a deficit country: it

o weRss CGmer * W sl

must either adopt stabilising measures and possibly devalue its currency, or g

it must leave the narrower margins arrangement. However, this does largely
avert the daonger of a country being obliged to "adjust through inflation"
as o result of the EC intervention system ceupled with the EC monetary

assistance scheme.

L

The establishment of the EUropecn Monetary Cooperation Fund by a Council
. ordinance in April 1973, after the system of fixed exchange rates had been
replaced by a system of floating rates, made no fundamental difference to

the situation; in its present form the Fund is not much more than an institu--

.

gt B EEERE R Aa dTRAL sl Y

tional combination of existing mechanisms of the Community exchange rate
~system and monetary assistance scheme.l In 1973 the Commission put forward

a plan for pooling Community monetory reserves. The plan come to nothing, mainly é

L o SRR y

owing to technical objections; but on the German side the regl reason for

1

rejecting it was the fear thot the reserve pool might become ¢ kind of

"self-service store".

o e e kil

At the turn of 1973/74 the transition to the second phase was due according

to the resolution of Morch 1971; during this phase the transfer of economic

Y

1 See Gleske, Leonhard, loc. cit., p. 781. o ‘ 2
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‘Even today, however, the coordination of economic policy has not progressed
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and monetory powers to supra-national bodies was to begin. But as the

objectives of the first phase - in particular the coordination of economic

policy - had not yét been achieved, the first phase was in effect extended, ]

beYond the customary manifestations of goodwill, in spite of the principle -
which is still valid - of permanent consultations on general economic policy
measures planned by member states and on the compatibility of such measures

with the Council's economic policy guidelinés (Convergence Guidelines of

- February 18, 1974). ! Partly, no doubt, for this reason, nearly all plans

- fluctuations than in the past} on the other, it is probable that such efforts-

and proposals concerning the erther development of the EC into an economic
and monetory union met with little interest in Germany. But plans which '
explicitly or implicitly envisaged the D-Mark aséuming the function of o
key and reserve currency (most recently the plan of de Strycker) 2 were
also rejected. On the one hand, it was feared that any qttempt.to establish

the D-Mark as a key currency would subject it to even greater exchqngé rate

would seriously disrupt domestic monetary and credit policy as the absorp-
tive capacity of the German money and capital market is for too small for

a key currency country.

As we see, the German negotiating position has regularly been determined
by a clear preference for a coordination of general economic policies.

Germany felt able to agree to o joint system of intervention and monetary

1 See Deutsche Bundesbank, loc. cit., p. 185.

2 de Strycker, Towards a Greater Convergence of fo;eign Exchange Policieg
.within.the Community (Reflections by the Belgian Presidency), Brussels,
Aprii 3, 1978.
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assistance, but not to a monetary assistance scheme of lavish proportions

that was largely free from conditions or to a pooling of monetary reserves, ?

3. The effects of German monetary and financial policy measures

When the D-Mark was revalued by 5 % in March 1961 - both too little and f{ ;
too late L this monetory policy measure had not been preceded by consul- '

tations with the partner countries (aport from Holland, which also revalued

by. 5 #). This measure led, at least indirectly, to the proposals made by

the Commission in its 1962 action programme, in which it recommended among

other things the establishment of a monetary union by 1970, 2 iif;

The “substitute revaluation” of the D-Mark in November 1968, the devaluation
of the franc in August 1969 and the final revaluation of the D-Mark in Oc-
tober 6F the latter year after o short period of fioating were likewise
not the outcome of concerted action at Community level, although both |
countries were under an obligation to take such action; 3 but as a conse-~

quence they fostered the efforts to create a Europeon monetary union. .

The German answer to the severe dollar/D-Mark crisis in the spring of 1971
was the floating of the exchange rate of the D-Mark on May 9, 1971. This
step, which was intended to curb the high raote of price rises at that time

(and did in foct accomplish this), nullified the initial moves towards «

1 Emminger, Otmar, loc. cit.,'p. 508.
2 Tsoukalis, Loukas, loc. cit., p. 56,

3 Tsoukalis, Loukas, loc. cit., p. 76.
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monetary unien hordly o month after the agreements had been concluded.
Criticism from the Community countries was correspondingly sharp. The
Germans were dccused of "going it alone" without having been authorised

to do so. This accusation was rejected by the German authorities. After

all, the German decision to float had been preceded by o meeting of

Community Ministers of Finance at which Professor Schiller, the German.

Minister of Economics, had proposed to the partner countries that the

Community currencies should float jointly agoinst the dollar. This proposal

was turned down by France and Italy; both these countries were reluctant
to attach their currencies to the D-Mark, which was strong ond apt to
appreciate, even though o corresponding safety morgin vis-da-vis the D-Mark

was explicitly offered to them.

On the other hand, the Commission's proposal to deal with the monetary
crisis by introducing controls on capital movements was rejected by the

Germans. For one thing, such controls were wholly at variance with the

German philosophy of a morket economy; for another, neither the psychological

g lealesp 't

——— e amr ¢ -

nor the administrative conditions for the introduction of controls on caopital.

movements existed in Germany.

But the fact that the Community countries' criticism was not without effect
became evident in July 1972, when the Federal Government responded to new
inflows of foreign exchongé not by Floating‘the D-Mark - which would have
undermined the package of measures adopted in March 1972 and thus the
second attempt at a European economic and monetary union -~ but by intro-

ducing controls on capital movements after all. It was not easy for the

1 Emminger, Otmar, loc. cit., p. 525.
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Germans to commit this sin egoinst the market economy, and it wos at least
the. ostensible cause of the resignation of the Economics Minister, Professor

Schiller. The introduction of the controls showed that in Germany too views

bt kg G F e Fam B e e

on the advantages and drawbacks of floating diverged;-but no less important
was the desire to be a good portner, at least on this occcsibn, and not to

endcﬁger the snake, which had only just been established. The extent to

W MR g amTeanbc

_which the German authorities were prepared to display o spirit of partner-
ship became clear in the first few months of 1973. Within five weeks from

the beginning of February to the beginning of Morch the Bundesbank purchased

T Ty

foreign exchange amounting to DM 24 billionM(net), thus accepting an immense

poey

inflation of the domestic money circulotion. But the system of fixed exchange

Nt e

rates was doomed. However, a move that had failed in 1971 was successful in

g

mid-March 1973: after negotiations with the EC partner countries and the
United Stotes, the participants in the European narrower margins arrongément
decided to float jointly against the dollar. To make this step easier for X
the Community partners, the D-Mark was revalued by 3 % against the "snake i ',%
currencies". With the transition to the joint floqt the Bundesbank largely % }
regained control ovef monetary developments. For the first time for mony"
years, the German monetary authorities were able to regulate monetary

expansion without the successes of monetary policy again bepoming the source: %;
of its foilures. However, protection against external constraints was nof ; ’
perfect: in the first pl0ce, the desire to avoid excessive jumps in the :
rate of the dollar repeatedly led to not inconsiderable interventions in L
the dollar morket (this applies mainly to 1977 and 1978; see the table). i_i
Secondly, interventions were often necessary within the snoke as‘well, some~ ;
times on a fairly large scale (particularly in 1973 and 1976). Thus Germany

can hordly be said to have neglected its responsibiiities in the sndke, even

though it must be admitted that on the whole German faithfulness to the

agreed principles has not been tested too severely. The interventions in the

snake have not been nearly as large as were the dollor interVentions in the
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Changes in the net external position of the Bundesbank since 1973

e A

DM billion

Ceriod 1 Totql Interventions Cther foreign
rerie ord in the snake exchange movements
1973

January - March + 19.9 - 0.6 + 20.5
April - May - 0.9 - 1.5 + 0.6
June - July + 8.5 + 5.8 + 2.7
August - September + 3.4 + 4.3 - 0.9
October - December - 4.5 - 1.1 - 3.4
January - December + 26.4 + 6.8 + 19.6
1974

January | - 2.5 + 0.2 - 2.8
February - June + 5.4 + 4.1 + 1.3
July - September - 6.4 - 3.5 - 2.9
October - December + 1.6 - 0.7 + 2.3
January - December - 1.9 + 0.2 - 2.1
1975 |

January - March + 5.0 - 5.0
April - September - 6.6 - 1.8 - 4.8
October - December - 0.6 - - 0.6
Janvary - December - 2.2 - 1.8 - 0.4
1976

January + 0.1 - + 0.1
February - March + 9.7 + 8.7 + 1.0
April - July - 4.6 - 1.4 - 3.2
August - mid-October + 7.7 + 8.0 - 0.4
mid-October - Dec. - 4.1 - 3.5 - 0.6
Junuary - December + 8.8 + 11.9 - 3.1
1977 | |
Jonuary - June - 0.8 - L.5 + 0.7
July + 2.0 + 0.0 + 2.0
August ~ September - 2.0 - 0.3 - 1.7
October - December + 11,3 + 3.1 + 8.2
January - December + 10.5 + L. + 9.1
1978 ’

January - March +- 4.5 - 0.7
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days of fixed exchonge rates, This is not least becouse of the present
comparatively loose form of the European norrower margins arrangement.
Countries wifh higher rates of inflation can decide between stabilising
measures, possibly coupled with devaluation, and withdrawing from the snake.
Countries with relatively stable currencies can if necessary revalue. Fre-
quent use has been made of all these possibilities, as the "History of the
narrower margins arrangement" shows. The possibility of withdrawing from
the snake has not been open to all countries in the same way. What the
larger countries - France, Italy ond the United Kingdom - could afford to
do was not feasible to the same extent for ‘the smaller countries, whose
economic situation is largely determined by conditions in Germany. For them
Germany is an "economie dominante” in the literal sense of the term. If the
Germans pursve an anti-inflationary policy, as they have been doing since
mid-1974, the smaller portners have to adjust first in one direction and
then in another, While this may on occasion fit in with their own plans, it
is nevertheless a form of dependence which is painful, and it has no doubt
fostered the wish to involve the major partner in a scheme for formuictind :

objectives jointly.

17T, Assessmenf of German behaviour

1, A methodological note

To assess something means to judge something. But to pass a judgement one
must have a standard of judgement, a yordstick, or at least a suitable basis
for discrimination. Normally, however, there are no generally accepted
criteria for judgements of political behaviour. As a rule several criteria
compete with each other; moreover, these criteria tend in the nature of

things to be qualitative rather than quantitative.

TN N D
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History of the narrower margins arrangement

1972
April 24

May 1
May 23
June 23
June 27
Oct., 10

1973
{ Feb. 13

Mqrch_l9

March 19
March 19
Ap¥il 3
June 29
Sep. 17
| Nov. 16

1974
Jan. 19

1975
July 10

| 1976
March 15

Oct., 17

1977
April 1

Aug. 28

1 1978
Feb. 13

Basle Agreement enters into force, Participants: Belgium, France,
Germany, Italy, Luxembourg, the Netherlands.

The United Kingdom and Denmark join.
Norway becomes associated.

The United Kingdom withdraws.

| Denmark withdraws.

Denmark returns.

Italy withdraws.

Transition to the joint float; interventions to maintain fixed margins
against the dollar {"tunnel") are discontinued.

Sweden becomes associated.

The D-Mark is revalued by 3 &. .

The establishment of a European Monetary Cooperation Fund is approved.
The D-Mark is revulued by 5.5 @.

The guilder is revalued by 5 %,

The Norwegian krone is revalued by 5 &.

Fronce withdraws.
France returns.

Fraonce withdrows again,

Agreement on exchange rote adjustment ("Frankfurt realignment") |

The Swedish krona is devalued by 6 % and the Donish and Norwegian
kroner are devalued by 3 % each.

R

Sweden withdrows temporarily; the Danish and Norwegian kroner are

devalued by 5 % each.

The Norwegian krone is devalued by 8 %.

b e et Sl

Source: Jennemann, Gérhard, loc. cit., p. 245 (supplemented by the author).
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We could base our attempt to assess Germon behaviour on the génerqlly
accepted target of érecting a Eurbpeon economic and monetary system; that
is, we could ask whether the Germdn negotiating posifion and German actions
were conducive to the attainment of this target or not. This would be a
question about the suitability of the instruments of the maotter to be
‘judged. As many roads lead to Rome, and as all of them have pros and cons
each of which can be valued differently, vorious alternative ways of

achieving the union can be substantiated andhighlighted more or less, de-

pending on one's bias, For a valuation of the alternative routes to economic |

and monetary union, and thus for the actual“design of such a union, the
current overall economic objectives are important. It is no secret that in

this respect - i.e. among national target packages - there are considerable

differences in the European camp. I have explained the German position. But :

hpw is one or other of the various competing targets to be assigned the
priority that is due to it? Which counts more: the French, therBritish or
thé German standpoint, or any other standpoinit? The problem is simplified ‘
if the alternative national objectives (assuming they are cledrly definedl

and generally accepted) are regarded as given, and an optimum compromise

is aimed at on this basis. In the event of conflictinglinterests,joint actioné

is in any case inconceivable without a willingness to cémpromise. For each
of those concerned, however, a compromise on a joint course of action
entails a loss of well-being due to the concessions made and a gain of
well-being due to the closer approximation to the superordinate common
objective - an approximation which would not have been possible otherwise.
Working out the balance between these two is hardly easier thon in other
comparisons of well-being; besides, the result may be affected by the way
in which the various nationcl interests are represented. Finally, the
primarily economic considerations are accompanied by political considera-

tions of equal weight; any decision in favour of a common solution such as

.
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compromlse voriant: menetary and stabilisation measures must be taken in

German academic economists and many economic peolicy makers, that the Germon:

view can be set against Gnother;_ecéh backed with pldUSible arguments; even

- emmneta .
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the economic and monetary union has far-reaching political implications,
indeed it may be predominantly motivated by political factors. The same

applies to any judgement on the prefercble route towords such a union. One

if the problems are clearly recognised, any attempt at an assessment is )

tantamount to untying the Gordian knot.

In this situation a faifly strict limitation is advisable: to begin with,
we shall simply ask whether or not the respective notional ottitude - in
our case that of the Germans - with :egarda%o the setting of national

priorities that were recognisable and known to the portners has been §
consistent; then we shall ask whether or not this attitude is justifiable .
in the light of the underlying (as a rule primarily economic) reasoning. i

Such an”approqch neither excludes other, equolly plausible starting points‘ %

)

nor forms an impermissible barrier to more detailed asQessments, pcrflculorly ¥

those covering the political implications.

2. The essentials of the German negotioting position

The German negotiators at European conferences have supported either the
pure "economist™ variant - convergence of economic developments only through

the harmonisation of economic (i.e. stabilisation) policies ~ or the

parallel the monetary ties must be such as to make coordlnqted and

stability-oriented economic policy measures advisable, if -not compulsery.

I do not hesitate to assert, in conformity with the great majority of

>
PR - —

position is backed by strong theoretical arguments, and hordly less by :

ast experience. The brief "historsy™ of the European narrower margins
p p | ory p
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orrangement has at any rate shown that ambitious monetary cgreements between
countries with different target priorities aond economic structures have )

little chdnce of success: .

- If the ménetqry ties are effective and force the authorities‘to take : ¥
action designed to promote internal and externdl stability, and if the
initial conditions (inflation rate, balance of payments position, growth_
and employment) are unfavourable, the consequences are very soon felt to
be intolerable to domestiﬁ society.'This results in substitutes such as
restrictions on capital movements, temporary special regulctidns, a

softening of the system of rules or withdrowal from the exchange rate

crfangement; Since March 1972, i.e. since the last major effort (with

German support) in the field of monetary policy, all of these expedients

have been practised, ;
- If the monefary ties are not effective, if for instance the rules on inter-;
vention aﬁd assistance are very soft from the outset, the constraints afé |
missing; but then either individual countries txy to "go it alone" in all
kinds of fields so that the Community is left to "muddle through", or the
pre-eminence of the reduirqment of monetary solidarity results in the
adjustment of the more stability-minded partﬁers to the conditions set by % !
the "weaker" countries. In the former case a new attempt at reform is é\g
soon imperative; in the latter it likewise becomes clear sooner or later ' ;‘$
that joint inflation does not help the "weak" countries but horms the | 5

"strong" ones. In the long run o solution of this kind is beneficial to

none of the participants. : *

These are of course only theses, and as such are not conclusive. But it is -
unlikely to be possible to produce empirical evidence against them; while

there is no lack of corroborative experience. At the latest §incé the
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advent of world-wide anti-inflationary policy from about mid-1974 onwards

it has been generally recognised that the Phillips curve, i.e. the frade—offhﬁﬁ

between the growth rate of the price level and the unemployment rate, is
fictitious in its generalised version., (That this anti-inflationary policy
is leading to a kind of stabilisation crisis is quite a different matter.)
This is not to deny that the priority of the. target of ménetqry stability

is still disputed. It is generally understood as a target that competes

with the objectives of full employment and economic growth, but monetary
stability is in fact rather o prerequisite for the attainment of these other
objectives, Appropriate growth and a. satisfoctory level of employment are
not possible in the long run wifhout‘q minimum of monetary stability, which
ensures that- the éctions of economic agents are not determined by infla-
tionary expectations. If they are, the upward movement of prices accelerqteé
under the conditions prevailing in.modern industrial society {anticipatory
demand of the social groups, and alsc of the state); the concept of in-
fiationary equilibrium is on illusion. A half-heorted anti—inflationary

policy then soon produces a situation which has stagflationary features.

One may regord German concern about the dangers of inflationary processes
as exaggerated, but one can hordly help considering these misgivings to be
legitimate and hence respecting the German reservations about solutions

which appear inflation-prone as being at least worthy of discussien.

3. German political action

Germany too has undoubtedly "gone it alone" in the monetary field, but
hardly more often - indeed, probably less often - than comparable European
partners. The most important example of such action was the May 1971
decision to flbat‘the exchange rate of the D-Mark, which delayed the estab-

lishment of the Europeaon narrower margins arrangement for acbout o year.
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One should, I think, be prepared to concede even with hindsight that theré:
were at the time good reasons for qdbpting the German proposal to start a lé
joint float. The roundabout route'via controls on capital movements and |
the almost disastrous monetary crisis of spring 1973 was in nobody’s interest.
As so often, this recognition was gained only at the cost of enormous
economic burdens. After 1971 Germany took no ‘measures of monetary policy in
the strict sense that had not been agreed with its portners beforehand. In
general the German actions - not least our interventions in the foreign
exchange market - were fully in line with the national interests of our :

partner countries.

i i

The general direction of German stabilisation policy since the transition

to floating in the spring of 1973 could be judged differently. By its

second stabilisation progromme of May 9, 1973 the German Government cut
short the sixth post-war upswing for fear of uncontrollable cyclical and
(to an even greater extent) inflationary trends. This pfogramme, which

was already showing signs of success, wos torpedoed by the oil price hike
‘and its repercussions. The rate of price rises accelerated qgain; albeit

to a lesser degree than in most other western industrial notions; the answer -

was a systematic anti-inflationary policy by monetory means, even though

s bl T R Ry e M E AR o ol S W B

the conditions: created by incomes policy at the beginning of 1974
were wholly incompdtible with this approach, The reproach that German poli- ;f
cies are hampering the recovery of economic activity in western Europe :

has been with us since that time. Against this, it must be said that German

monetary policy has been guided not only by the so~called "unavoidable

rate of inflation” but also by the prevailing overall production potential
and the current degree of capacity utilisation. In each of the last three :
years the quantitative monetary targets set have been considerably exceeded. ;;
Moreover, in order to bolster economic activity and with a view‘to ensuring ?{

-
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long-term growth, Germany has since end-1974 accepted higher budget deficits 3}
than any other country in the western world except Italy and the United ‘
Kingdom {whose deficits undoubtedly boosted inflation, at least in the . H
~short run). The consequence has been that German public debt and a “struc~
tural deficit" have increased so ropidly that a consolidation of govern-
ment finance has generally been advocated. However, the measures token in :
1977 by the Federcl and Linder Governments, and even more by the local
authoritieé;'went further thoan was necessary; taken a « whoie, finanial
policy did not conform to cyclical requirements, But the adverse effects
should not be overratéd, particularly in view of the situation'of-our
European partners. Since 1975 German imports have risen much faster than
German exports. Besides, it must be borne in mind that we in Germany
practisera fiscal federalism which, while it has many advantages, mokes it
extremely difficult to coordinate fiscal policies at the various levels of
government (Federal Government, Ldnder Governments, local authorities).
Public discussion of the various alternatives for further gerrnment

stabilisation programmes had an additional adverse impact. The programmes

themselves were far from-being-idqcl; in particular, they were insufficient- :?
ly medium term in scope. Once again it turned out that, token as a whole, |
-the public sector cannot moke up for what the private sector is unable to
provide.'Government action can contribute much to private sector dynomism,
but large government financial deficits are nof in themselves a proof that

this is happening.

IV, The decisions of the Bremen summit meeting

e

The Bremen decisions have undoubtedly opened up new perspectives in Europe.
Through the European Monetary System the Euvropean Communities are to
become u zone of relatively stable exchange rates. This is to be achieved

by a system of parities which is to be protected ageinst disturbonces from "
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outside, within certein margins, by interventions by the central banks and
monetary assistance. This solution is not simply a revival of the measures
of March 1971 or March 1972. This.time monetarist views have been even more
generally accepted. In the final sentence of the Bremen communiqué the
participating countries are admittedly called upon to "pursue policies
conducive to greater stability at home and abroad"”, but "this applies to
deficit and surplus countries alike". Thus, what is really meant by stability
remains unclear. Moreover, there are no monetary ties forcing countries to
act in g stobility-oriented manner. The only things that have been fixed

are the vanishing points of a European Monetary System that herdly appears

to be consistent with the traditional German negotiating position. Does
Germany's vote reflect a turnoround in its thinking? So far the public

debate has not supported this view. And yet certain statements by persons
close to the Chancellor imply this. The Chancellor himself has repeatedly
spoken oﬁt against so-called "courageous" monetary policy measures:

"changes in exiéting mechanisms or tﬁe creation of new ones would not quter
the ecqnohic and monetary ynion, any more than it would benefit Europe ...
Even if, as some people now claim, Helmut Schmidt has at bottom always been
a supporter of the syéfem of fixed exchange rates (although he used to
present the decision in favour of floating in spring 1973 not least as a
personal achievement), it can hardly have been monetary considerations
alone thf tipped the scales. It is, rather, to be assumed that the

" Chancellor rated the stabilisation risks less high than the European and

1 Die Zeit newspaper, May 17, 1974.
2 Chancellor Helmut Schmidt in the Bundestag on April 8, 1976.
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general politicel implications of the present approach to a solution, OF
course, this does not exclude an underestimation of the monetary reper-

cussions. : ‘ .

The Central Bank Council of the Bundesbank, at all events, is wondering
whether the effectiveness of monetary policy might not be impaired if we
were forced from outside to create D-Marks. For the Council, the aim of
creating a zone of greater monetary stability in Europe through closer
cooperation in the field of monetary policy requires a convergence of cost

and price trends in member countries, not hewever through a harmonisation

of inflation rates at o mid-way .level ("Community of inflation") but through éj

greater internal stability in participating countries; this calls for

monetary and economic discipline among all partners.

If these fequirements were not met, . the new monetary initiative would indeed;
amount to a mechanism for creating international liquidity for the purpose
of financing and thus concealing fundamental disequilibria, But it is in-~

disputable that since the Franco-German consultotions in Aachen on Septem-

ber 15 and the meeting of Community Finance Ministers in Brussels on Sep- ?

tember 18 the Germans have had less cause for concern; it was agreed to

base the intervention rules on a "parity grid" system modelled on the sndke. ;

The EC cufrency basket, which was initially preferred by France, Itcly and g
. Fi

the United Kingdom as a criterion for intérventions, and which from our
point of view would presumably have developed into a D-Mark intervention

system in the end, is now only to be a statistical record that acts as a

i

i

kind of early warning system: in the event of major deviations, consultations
- i

e
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are planned. In the German view a parity grid has the advantage (as shown B

by the snake) that exchange rate adjustments, which are now accepted every-
where as a necessory ingredient of the system, can be carried out un-

obtrusively and that a temporary opting-out by member countgies is easier
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to manage. As regards providing the Fund with resources, tdo, the extreme
demands now seem to have been dropped.

But a solution that is ideal from the German standpoint is unlikely to be
reached. Even assuming it were attainoble, it would probably be no service
to the idea of European unity. Joint solutions require a spirit of compro-
mise. But even if the concessions that every partner has to moke are shared
out reasonably "equitably"”, the new joint initiative will not find it easy

to gain acceptance.

ou
i
i
I
«
H

)

e A T A e T g TR LTI e B R DI e vy At 1
o W

Smrtrincm

-w s ¥

- v YW

- de ety




£
1
x
!
4
2
3
a
H
3

3
P
)
1
-

German Agricﬁltural Policy and the European Community
' Paper at the Bologna Center
October 5, 1978
. by
Prof. Dx. H. Priebe
Tnstitute for Rural Structural Research

Johann Wolfgang Goethe Univérsity, Frankfurt

" Translated by Professor Robert P. Grathwol

Introductory Theses

1} In the Federal Republic of Gefmany, farming has
only slight economic significancer—— its contribution to the
Gross Domestic Product is less than 3% -- but it has tre-
mendous po%itical weight.. From the Qery beginning, as a re-
sult, Germany has had considerable influencé on the formula-
tion of the commén agricultural policy and has contributed
accordingly in no sméll manher'to the resultant imbalances
and burdens.

2} The true interests of the Federal Republic lie in
the realm of industry, in the export of high value.industrial
commodities, which could be'increaséd substantially withih
the European Community. Oﬁ the basis of these advéntages
for general economic growth, the-Federal Republic was ready

the
and able to accept,increasing financial burdens of the agri-

A
cultural policy. In practicg a form of fiﬁancial édjustment
has developed among the member states té_cover the common
finaﬁcing of expenditures for the agricultural policy, a
system in which the Federal Republic is the largest net con-
tributor.
3) The widely held opinidn of the pacemaker role of
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agriculture-in European integration is based on misconcep-
tions which arise from the particular situation of the agri-
cultural sector: This'"dirigiste" agrarian system created
an.exceptional sphere Whiph, with itsladministered prices,
interventions and managed investments, has becoms a foreign
bodf‘in the democratic, market-oriented Community. Eéonomic
integration has not progressed farther in‘the agricultural
sector than ih other realms}‘in recent times one can even
asCertéin a certain retrogréssiont | |
4) Because of the resultant-imbalances; the'agricul—
tﬁral realm is becoming more and more an impediment to Eu-
ropean integration; Structural surpluses, high'financial
chafgeé;‘rising cbnsumer prices, miéplaced investments and
foreign politicai burdens are causing numerous difficulties.-
-5) The éaﬁsés of these false developments lie less
in the diverse economic‘and:financial evolution in fhe mem—
ber states than.in'the system of the common'agriculturél
poliéy and its mahagement. On the one side.the special
'interésts of the member states led to the overestimation of
the importance of farming to economic growth and to excessive
demands on agricultural policy; On the other, traditional
-conceptions of the farm economy led to an underestimation of
the consequences which governmental intervention and subsi-
dies would have on agricultural production.
6) For the scholar the common agricultural policy is
a model of the bankruptcf of governmental "dirigisme" in the
economy. The European peoples have to pay dearly for this

experience.
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Concexning the Diversity of Interests

Difficulties in agricultural policy existed everywhere
even before ﬁhe beginning of the European Economic Community.

|
Most industrial countries had not succeeded in finding a %

harmonioué structural adaptation of farming to overall devei— ,%
opment. Ever since the end of the ﬁineteenth century these
incipient imbalances had led to political intervention in
such a way that agricultural;policy moved increasingly further
away from £he principlés of a market economy.L Step b& step
a form of competition fo; subsidies arose among countries:
each strove to unload his surpluées on his heighbor‘s door=-
step, as well as to shift to other countries the conseguences
of misplaced'intérventions in the market by means of fur-
‘ther ilinterventions. Thus, when the Eurcpean Economic Com-—
munity began, thesé problems of agricultural policy were
brought in as ddwry‘by all the member states.

| The state of general economié development wés however

diverse in each country and accordingly a variety of ap-

proaches had been taken in agricuitural poliéy; Particular
‘differences exist in agricultural poliéy among Germany, Hol- o %
land and Depmark. German agricultural policy was directed
towards a policy of high prices for basic commodities, to

the advantage of. the larger agricultural enterprises. This
wdrsened the competitiveness of animal production and brought
with it a general protectionist mentality. In contrast to
this, Holland and Denmark were able to achieve an exemplary

modernization of their farm economy through a non-restrictive :
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agricultural policy and the pursuit of an expansive export
policy.

Conflicts of interest between France and Germany arose
from the diverse economic structures; at the beginning of
the EEC.the earning population in France stood at 39% in in-
dustry and 20% in farming,‘in Germany at 49% in industry and
10% in farming. France's particular interest ih the develop~
ment of the agricultural sector was intensified by the geo-
graphic concentration of its economy. In broad regions far
removed from industry a rapid‘improvement.of‘the conditions
of life seemed achievable only through increases in agricul-
tural production. The safety valve for sales was to be
opened by the Common Market and by common financing of agri-
culture. In this sense the common agricultural_policy served
for Franceras a gort of basic~busihe$s condition fdr entry
into the EEC.

In Italy, as well, the agricultural sector, with 353
of the earning population, had a significant.weight. ToO
favor its particular products, the country pursued special
interests. At the same time the problems of the undetdeﬁel—
oped areas in southern Italy gave great hope for stronger

sales of agricultural products in the common market.

False. Points of Depaxture

This shift of focus in the Community's policy to the
agricultural sector, which was strengthened'by_specific
conditions in Italy and France, was a false point of depar-

ture from the very beginning of the European Economic Com-
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munity. Its impact was rendered even more unfortunaté when
momentous errors were made in the management-of the existing
agricultural political system.

| For the general development of the Eﬁropean Commuhity
it proved to be a particular disadvantage that the Treaty

of Rome provided for no common regional policy. The European
Community might well have had a better economic position to-
day if the unproductive milliards spent for agricultural sur-
pluses had. been used to open up rural regions through indus-
trial enterpriées, From.the ﬁoiht of- view of the long-term
developmental trends in the economy and'in society, the
strengthening of the agricultural sector was in a certain
measure a retrogression into obsoleté_ecohomib structures.

By now the situation has become compléetely ébsﬁrd.
Agricultural pficing policy and structural assistance favor
expansive production in the face of stagnating demand. 1In-
deed even storage. costs for butter surpluses exceed the en-=
tire-expenditure.of‘the.Community for the economic develop=-
ment of rural regions: In.regional funds, barely 7% of
earmarked expenditures for the agricultural market are avail-

able.

Misperceptions of Reality

At first, the system of market regulation thch de-
veloped after 1960 for thé most important agricultural pro-
dﬁcts, appeared to be a step forward &hen meééured against
the national agricultural systems of the member states:
Through the elimination of ail subsidies, quéta‘regﬁlations,

special bilateral agreements and similar limits on trade,
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6
and on the basis of price levels secured against the ouﬁ—
side world,.free movement and competition were to follow in
the common agricultural market.

The system is neutral in terms of economic policy,
but depehdent in.its function on prices, which are related
to the volume of sales. Here lies the vulnerable point of
the whole system, in the fixing-of prices by political com-
missions. Experience has shown that politicians are over-
taxed by the task of finding the correct choice between the
easily recognizable incoﬁé-effect of prices énd their long-
term infiuende on the market's equilibrium.

. .Even the controversy over common graiﬁ prices at the
beginning of the 1960's showed this. The differences in the
level. of agricultural prices could only be bridged as the
result 6f a compromise of "the middle‘way.“ On the Gérﬁan
side no,reédiness for the.requisite'loweringVof tradiﬁionél—
ly‘high.grain prices emerged. As a result of the stubborn
stance of the Cerman government, tﬁe powers were deadlocked
for a long”time and valuable years of integration were wasted.
When the decision in. favor of common grain prices finally
caﬁé, in December 1964, things were already out of tune.

The German demands 1ed'in'the final analysis to price in-
creases for grain:in thelEEC of 118%. In France, the country
with therlargest reserve of production, these increases
reached 130%.

Moreover, in the span of the several years of negotia-
tions in the search for a compromise among national inter-—
ests, many a.compensation was secured,'tﬁus introducing the

unhealthy developments of the further extension of market
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7
controls and intervention, and of the unlimited responsi-
bility for all the financial burdens which arose therefrom.

The much extolled “"pragmatic" process of integration led,

in this instance, by small steps, to a falsification of the

original conception. A summation of national wishes and the
transfer oflmeaéures of protection to the Community level
were the.coﬁsequences.

Thus the system of market regulatién moved increasing-

ly further away from the liberal principles of the early

proposals and arrived at a well-nigh phantom perfectionism.

In many thousands of agricultural regﬁlatioﬁs—-comprising |
over 95% of all EEC regulatibns‘issued,to the ﬁresent—vthg
most picayune details were ré@ulated to several points be-
yond the comma, Qiﬁhout the slighteét regard for the econom-
ic énd politiéal importance of the basic information which
preceded the comma. Those in charge wefé prisioners of a
system .in which the suggestions of technical experts at the
European Commission. set an ingeniously devised orgénization
in gear. This process'finélly reached decisions Which were
nonsensical in terms of economic and agricultu;al policy,

but which were justified by the single concern that their re-

jection endangered the process of infegration.f

Obviously present from the beginning was the tradi-
tionalrassumption of predominantly static agricultural pro-
duction. Thus productive reserves, the impact of techno-
logical progress in agriculture and the economic thought-
processes of farmers were vastly underestimated, and the
incentive to intensify production increased even more.

An added factor is the one-sided structural policy for

agriculture. It led, through subsidies and investments, to
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the expansion of productive capaéity, and to an intensifica—
tion of the creation of surpluses. 1In addition, it had un-
prediétable conseqﬁences on the environment, on theléon—
figuration of the countryside and on living conditions in.

rural regions.

Credits and Debits

In spite of the existingrdifficultiéé'dne ouéht not
to lose sight of.the positive results of the cbmmon agri-
cultural policy:

~ The provisioning of the 260 million inhabitants

of the European Community was secured through the
abundaﬁt selection of high.quality foodstuffs.

- The independent European férm economy showed

great caﬁacities fo; adaptability and achievement
and proved itself far superior to the large agri-
cultural combinés'of the planned economies of the-
East.

On the other hand, precisely this great'eéonomic dyna-
mism of the FEuropean farm economy led, in-combination with
the European Community's ordered market system and its in-
vestment subsidies, to substantial imbalances and to general
economic stresses. The Communify learned to live with these
to a certain degree. That fact can be evenrless a charter
for the future in iight of the pending expansion of the Eu-
ropean Cémmunity, which will bring additional problems for
the agriculturél sector. In order to avoid additional in-
jury to'integration the stresses and burdené which arise

for the Community as-a result of the agricultural policy
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must be cleérly understood:

1) Structural surplﬁses lead to misallocation of cap-
ital and labor, and to grdwing financial burdens. The ex-
penditures of member states and of the Community for the ag-
ricultural pblicy reached.about 62 milliard DM in 1976 (17
milliard units of account).1 That corresponds to about 24%
6f the ovérall value produced by the EEC's farm eéonomy and
accordingly to the lion's share of its additioﬁs to value

{Wertsch&pfung). Expenditures for the support of agricul-

- tural markets and prices in 1978 are already being estimated

at about 30 milliard DM.

2) Foreign political stresses as a result of the
European Community's agricultural policy are to be reckoned
in additioh. Contrary to the aims of the Treaty of Rome,
the EEC is not an open market in the agriéultural sector.
It.hés become rather a substantially restriéted préference
zdne, which results ih increasing difficulties for the ex-
port possibilities of many countries of the-Third World, and
in stresses for the world market as a result of export dump-
ing.

3) The increase in agricultural pfices takes too lit-
tle account of the substantial development of productivity
in the farm economy. It burdens the consumer and works
counter to arpolicy of stabilization. Prices received by
farmers rose between 1970 and mid-1976 by about 150%. Thus
they rose more sharxrply than prices for industrial products
-and more sharply than the cost of living, up by about 140%.

4) The backwardness of the poor rural -regions in

1Report of the European Community's Commission on the

- state of farming in the Community, 1976.
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10
- Europe could not be reduced. Only a fraction of the funds
which are éctually being squandered unproductively on agri-
cultural surpluses is available for the regional policy of
the European Community.

| 5) The highly subsidized structural development of
the farm economy increases concentration of land ownership
and endangers the social sfructufe of large:_ rural zones.
It‘leads to an intensification of production in the most
fertile areas of cultivation and, as a result of ;ncreased
application of chemical products, to the endangering of the’
ecological balance.

6) The aim of ensuring foodstuffs within the EEC re-
cedes ever further from realization,'since the farm eéonomy
increases its depenaence on the importation of fodder and
of fofeign sources of energy. It uses today considerably

.more energy than it returns .in the production of foodstuffs,

so that the dependence of'hutrition is shifted to the energy .

gsector, to the neglect of natural resources, and thereby

intensified.

No Recognizable Change of Course

One could raise the question at this point whether
thefe are any changes to be seen in developing tendencies
or in the general parameters of the situation which would
encourage the hope that the agricultural problem would re-
solve itself. |

With regard to déveloPing production, no limits are
evident in the foreseeable future. The rate of increase of
production 1iés in the leng run at 2 té 3%, and in addition

the average yield for grains as well as for animal products

sk




11
is increasing, especially the milk prodﬁctioh of cows., New
bioclogical developments and synthetic products could enhance
production in other segments as well.

In contrast, the stagnation of demand is intensified
by the decline in population. Moreover, per capita consump-
tion is approaching the limits of physical satietf. Thus one
faces a trend toward a chronic accumulation of surpluses.

Nor can 6ne reckon with any relief from the world-wide
market. ‘After a transitory change of trend around 1973-74,
world market prices for agricultural products have "normél—
ized" at their lowest levels. Thus there is no commercial
demand for agficultural products at‘the EEC's high‘price
levels which could justify an expansion of European agricul~
~tural production.

Hence the Community faces the obligation.of finding
solutions through changes in its agricultural policy, in
order to avoid additibnal economic andrsocial waste, and to
reduce an area of tension in the process of European integra-

tion.

Development of a New Approach

New solutions can only be sketched at this point. Their
points of depérture lie in both price and market peolicy, and
in structural policy. | | |

Based on fecent.experience, income policy more than
price is the main cause of imbalances. The dual function of
prices in securing the income of producers and as the regu-
lator of supply and demand must lead to conflicts in thg
event prices are derived not from market forces but from
political decisions, and in addition, if they are bound to

guaranteed sales.
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One must try, through the supplementary elements of a
new income pélicy, to divorce prices from their income func-
tion, and to facilitate their orientation to ﬁarket balance.
Practically, one ought to construct a combined.system of
incéme policy in which income derives

- so far as possible from prices in conformity with

the market,

- so0 far as necessary from assistance which is neutral

in-its effect on production.

On the basis of discussions up to ﬁhis point concerning
the criteria for_the distribution of income assistancé, cul-
tivated areas ought to be given preference. ACreage assis-—
tance has a neutral effect on prodﬁction, withbut‘narﬁowing
thé entrepreneurial disposition and initiative. Practically
it lessens the input cost of the factér land, and favors an
extensive form of cultivation. Whereas, in order té realize
an increase in income the farmer.must raise prices on match-
ing qﬁantitieS'ofrproduction, acrage assistance éomes to him
directly, without any effect on the Quantities produced.

~Whether a turn away from the traditional commitment to
intenéive cultivation succeeds will also depend upon changeé

in structural policy. Up to now, aid'haé strengthened in-
creases in production and ought to be shifted to goals com-

mensurate with the times. Through the development of exten-

sive methods of production more acreage should be used for the

same level of production, and the formation of fallow iand,
as well as the increasing environmental‘problems ariéing
from\intenéive farming will be counteracted.

The explditation of natural sources of energy gains
special meaning as a goal. The farm economy must realize

that it has the obligation above all to create more energy
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13
and ﬁo use it less. 1In this éensé also the ngtural bases
of energy must not be set aside as waste but must be ex-
ploited to reclaim energy. Another question also bears ex—
amination: whether or not s@bﬁidiesgset félse.prige sig-
nals for the application of foreign sources of energy.

In contrast to fhe subsidy of individual agricultural
enterprises, the whole of the rural zone must become the
main focus dfrstructural assistance. In this sense, a shift
of aid f;om a structural policy in agriculfure to a regionai
policy ought to be pursued. Both havé significance: a region-
al policy in the improvement of the economic strength of the‘
region, a strﬁctural agrarian policy'with the aim of retain-
ring rural lifefs'attraction through cultivation and care_of
the land. Tﬁe leading role must be given in the future,
however, to a regional poiicy; in ﬁhis sense a shift of cap-
ital from agricultural funds to regiocnal funds ocught to be
éought. In this way, the objections to changes in ﬁﬁis
policy from those éountries which have becoﬁe net gainers
as a result of the common agricultural financing could be
‘met.

For in each change one must consider that over the
agricultural policy a certain form of balanée of payméntsw
comproﬁise has developed within the European Community, so
that fromlthe outset compensation must be taken into ac-
‘count. Thus a strengthening of a regional poliéy would Dbe
an even more appropriate means, since it woula allow expec-
tations of more favorable ramifications for economic growth
than the agricuitural financing pursued up to now.

As in the initial years of the EEC, the possibility 6f

constructive changes of this nature will once again depend
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on the political stance of the Federal Republic of Germany.

Germany's farm economy will oppose them; it has a double

. : ; T

advantage in the present situation because of currency ad- Ny
justmentgs: it has the hiéhest produéer prices with relative-
ly stable currency, and waslable in addition to raise its

yearly export in short order to 13 milliard DM. It receives

for this from the common agricultural fund a currency adjust—_'

R TR i A L ATt
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ment which has the effect of an export subsidy.-

The costs of this are borne however by the general

)

German economy, as a result of high consumer prices as well

as by virtue of losses in the balance of payments caused by

the increased expense of agricultural imports. This is so

3
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because the currency adjustment for agricultural imports
is booked to the credit of the common agricultural fund and
not to the German balance of payments. Moreover, high con-

tributions to the agricultural fund must be supplied for the

TR R b sy MRS s

G

currency adjustment in other countries, since the system of
currency adjustment in the agricultural sector is not entire-

ly self-supporting.

R Tk e e e R

Changes in agricultural policy lie accordingly in the

EAT i

interests of the German economy in general and, to the ex-

tent they contribute to the reduction of unproductive agri-
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cultural surpluses and financial burdens, they lie in the

TR

interests of the general economic growth of the entire Euro-

pean Community.

L b s e

The Outlook for the Enlargement of the European Community

e ey Sy

The pfdspéctive enlargement of the European Community .
to include Greece, Portugal and Spain also makes changes in R

the common agricultural policy appear urgent.
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The differences in the econohic structgfes-of the
three Mediterranean countries are so great when‘compared
to the original countries of the EEC that the continuation
of the present agricultural system‘mﬁst lead to new imbal-
ances and further tensions. Thé admission of these coun-
tries ought to become the occasion to consider these problems
anew and to ask, in view of the economic and social differ?
ences among member states

- 'whéther a unified agriculﬁural market with the
same prices still makes sense or is even still
possible,

- whetﬁer a uhified agricultural structural policy
with the same goals might not lead to social ten-
sions in the diverse countriés which would endander
-the furthér development of Europe.

Up to now én effort has been made to hold fast to the
common policy on prices, even though it has become a fiction
in view of the differenceé in prices which exist in fact.

The European Community's Commission takes pains to decrease .
the currency,compensaﬂioﬁ in order to reconstruct a common
pricing base and thus to leave the door open for a common
currency policy. One ought, however, to examine alterhatives
and to ask-whether the system originally conceived for an

EEC of six states can really be maintained as a community of
twelve, given the diversity among the economic structures and
of comparative incomes. |

Thus one might consider leaving agricultural prices to
the market, as in the rest of the economy, which wouid then
bring about an adjustment to the various currency develop-

ments. This would only be possible, however, il the system

TR, SAVRTYE et e e
Ry ity .o e

i e v AT e ey e

CETET

BRSO oL

Yo

T T

oy

et

B T T T T i ., ™ Y. B e 0% St i)

e

WL e Sy LRI A ST ST AT R R

TETIELASE A ul e L 5



P i

16

of intervention and the unlimited possibility for sale at

fixed minimum prices were abandoned, for without this the

risk arises that too many investment funds would flow to the

points of intervention in countries with strong currencies.
The currency adjustments of our day are designed to preventA
just this.

Solutions for the continuing development of the system
might be sought in a variety of directions:

1) Dismantling of the system of currency adjustments
and the reduction of common standaxd prices to the-level of
the membér state with the lowest average income. 1In prac-

tice this would lead to a reduction of the intervention price

~in the majority of the member countries. Consequently one

might examine whether above this low;'common base price;
supplementary measures 0f income policy at the néﬁiohal»level
would-be allowed. Perhaps one could consider leaving their
extent to the individual country, which could then decide
based on its level of income and its overall economic possi-
bilities; Such supplementary income assistancé would obvi-
ously have to be neutral in its impact on production.

.2} Retention of.thé currency adjustment systém, at
leagt for a tfansition:period until an extensive adjustment
of income differentials among the member states had taken
place. In the same process the stahdard_price-system could
pe maintained for protection from without. Agricultural
prices would thus be diverse from country to country, just
as they were earlier with the help of the currency adjust-
ments, and would correspond‘to the economic conditions and
currency parities in the individual countries. Practically

this would mean that intervention would take place at the
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17
national, differentiated level, which would be reinforced
through currency adjustments."Here,ahowever, one cannot
. : :

ignofe that this system becomes ever. more problematical as

differences among member states become greater. It leads

to.displacement of production, has ramifications for other

economic gfodps, and so forth.

In whichever direction the development in the sphere
of market and price policy may take its course, it appears'
urgently necessary to abaﬁdoﬁ the common agricultural struc-
tural assistance with its consequences of increased produc-
tion. In doing so one must consider compensation for the.
fiﬂancial adjustment among member states which is tied to
this. Aas a substitute one ought to seek'a strengthening of
the common financing of regiocnal economic assistance.

| No.oné can léy out today complete proposals for the
future deVglopment of the agricultural policy. It is valid
however to give timely consideration to new points of de-
pérture in order to guard against increasing imbalances in
an enlarged European Commupity.ahﬁ.to bécome adaptable in
agricultural policy and open for the tasks of the further

integration of Europe.
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QUESTA PUBBLICAZIONE £ DI PROPRIETA
DELLISTITUTO ATFARI INTERNAZIONALL -



| The FRG is holding the EC presidency f:ar the present six-month pe-
riod, The German Foreign Minister is chairman of the EC Ministe-
iial Counci_l'as well as of European Politicél Cooperation (EPC). If

one were to ask Hans -Dietrich Genscher about his views on ""Germany

and European Political Cooperation'’" the answer would be as follows :

"'Europeah unification remains the first priority of German
_fgreign policy. Tﬁis creates no conflict 'with our readin_e‘:ss

. to assﬁme a greatef share of responsibility - in keeping

- with the political arnd economic ifnpact of the FFederal Repub-
lic - throughout the world and in the United Nations. Our re-
sponse to problems in other areas of .the \v;)rld fits into the
co-operation among the EC States. European Political Co-
operation, whicl_l we and our partiners are continually develop-

ing, reinforces the international.profile and impact of the Nine,

The ‘on-goingl exchange of views and the close co-ordination of
the positions which the Nine take on all important international
issues are to us a point of departure and a source of support in
bilateral relations and in our activities in international organi-
zations and at irﬁ:e}fnational confereﬁces. Just as European Poli-
tical Cooperation helps to strengthen the Community it, in turn,
requires a strong European‘ Community és the base., Sound pro-
gress towards Europe'an unification therefore remains one of our

1)

fundamental -interests. "

1) See Federal Republic of Germany, Press and Information Office:
European Political Cooperation (EPC), . Bonn 1978, p. 230
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This statement is remarkable above all for its reference to the broad

~agreement between German and European policies which are seen

largely as an entity. In the past when a country held the presidency

" in the European Community it often turned out very difficult- for the

official representatives of the presidency to represent and promote

. national and Community positions at the same time. Neither in the

second }Ilalf of 1970 nor in the first half of 1974 nor during the current
semester have any complaints been voiced by a{ny of the pariner |
countries regarding the German execution of office, The Bonn diplo-~
macy seems to be quité at éase with the state ofﬁiwo_ souls dwelling

in its breast”- even when it does not hold the presidencj. If there is
any tlalk of problems in this regard it is voiced by the scientific lite-
rature, if at all, The general topid of our meeting is hardly a major
nor a desired issﬁe with the German Foreign dffice, much less the
subjeqt of this paper. Those people working on EPC within the Foreign
Office today are hardly aware of how imporiant the establishment of
EPC 8 years agor was for their house (as well as for their Minister,
the chief of the smaller coalition party). For the first time since

‘the creatidn'of fhe European Economic Community the Foreign Office

thus received an exclusive voice on European politics with the EC

affairs being managed by the responsible section of the Ministry of

Economics. But there was more important cause for German satisfac-

tion over the start of foreign-policy cooperation which had been con-

ceived and organized with active participation of the FRG from the
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- very outset. BEPC was pﬁrsued Prirharily:as a step towards political

union with the trend 1:0 integrational pragmatism being delibefately
accebted. The teclmical argument put forth wé.s that foreign-policy

: cooperatioﬁ would help shape the neceséary basic orientation for the

EC’s inéréasingly expanding foréigﬁ-trade policy. It is this con-

conlqitaht funqtion, however, to wlﬁch EPC so far has ‘lived up the ]

least.

mWﬁé’E has been achieved at best is a comimon outlock on a number of
areas. Atlantic Alliance, East-Wes{ defente, relations with So‘uth
Furopean countriés and the AraE states, position on the development
processes in Southern Africa as well as on a number of U, N, topics.
The actual extension 'of identicél or compatible attitudes of the Nine

is difficult to outline, Although it goes beyond public declarations of
the Nine, the consuitation mechanism takes only limited account 6f the
nétional eleménts of the ﬁember states’ foreign policies. EPC activi-
ties are furile rmore restriéted by three factors: firstly BPC lacks a
binding nature,for the cooperation is based solely on political commit-
ments; secondly foreign-policy concertation remains confined to non-
économic and- non-rhilitary aspects of fofeign policy which means that
the only means of action is the diplomatic "software'; thirdly, EPC"S
internal rules of the gime are largely geared to a policy of responses

with the cooperative mechanism lacking initiative in institutional terms.



- That, despite of all this, EPC is always i‘nentioned in the forefront when-
ever thle successes of Euroéean policy are reviéwed, may be due to the
fact thaf the benefits of this instrument for the respective foreilgn poli-
. cies of all nnember:countries were about evenly di\}ided. It appears
thatithe' modus of éooperatibn is sufficiently flexible and efficient to al-
lb\ri for individual sﬁppox‘tﬁ of the indi'\.rid‘uzfil ‘actors thus promoting
the C_'omrﬁunity cause as such, In this way the decline in the European
:_‘Ldentity on the global ;level (along with the loss of Europeén empires)
was probably slowed down sorne\-vhat. To'the extent that there is thus
a general success stbry of EPC bénefit, the IFRG, of course, took its
" share. In addition, participation in EPC gave Germany an opportunity
to gradually penetrate the fealm of international diplomacy after some
of the rhajor barlfiers had been removed following the Ostpolitik of the
Brandt/Scheel g:overnment. Bonn had to cope with a significant exten-
sion of its foreign policy in terms of substance and counterpart.s. It
had not put in .a great' appearance as a foreign-political power so far
and because of its status-quo philosqphy had not had much scope for
major initiatives in tﬁa‘c respect. On the other hand, it could not con~
ceal its economic and political stability, and with every new steé it
....v.w.‘fr{'xs faéed (latent) surspici011 - not lastly due to the German past. By
_-vifr.tile of :it;_info“r‘rnation and consultation facilities as well as its joint
analyses and occasional actionsl EPC was a suitable framework for a

(mutual)adjustment process within the Nine.



The question at present is how far thi_s pr;Jcess has advanced, What type
of a member in the Clublhas Germany become ? What is its resulting
image in the view of the outside world ? What is its role in the formula -
'tién and implehaentation of the Nine’ s foreign-policy concertation ? What
is, converselj, the role of EPC for the FRG’ s foreign-policy déc;iéion-
mark'ing ? And finally : Are there indications of new orientations in Ger-
man -flor-eign : pélic.y (e. g. in the course of the new economic-political
developments) ? In answe:_c';hg these questions it should be kept in mind
‘that political cooperation is after éll a foreign-policy instrumeht with very
seleciive functions and fragmentary outcomés,»This circumstance, while
f;acilitating analysis, is no help for the assessment of the conclusions of

" such studies.



II.-

The Conference on Security and Co-operation in Europe (CSCE),

'which lasted almost threc years until the IFinal Act was signed

in Helsinki on 1 August 1975, was the first test of the EPC. Through

‘their continuous co-ordination in Geneva and Helsinki and at the -

‘Belgrade follow-up meeting (1977/78), the Nine have made an

- important contribution to opinion-forming and coherence among

the Western democracies. The successful co-operation among

the Nine in the framework of the CSCE made the Community in

. -East and West a real element of equilibrium in Europe. It has at

the same time formed the basis for common positions by the EC

member States on the major aspects of Eastern and détente policy.

Thé FRG continues to have vital national stakes in the broad field

of Bastern relations. However, implementation of these interests

presupposes comprehensive Western concertation and support.

~ Next to NATO and the "Four" (the three Western Allies plus

Germany), EPC assumes spécific functions for consultation and
activities in this field which can be used by German diplomacy.
Thus it was possible to embed sensitive elements of the FRG’ s
Ostpolitik into a framework with reéssuring implications in three.
rgsp'e‘cts: Firstly, ‘it put the Bonn government in'a position to

effectively counter domestic opposition by pointing to the co-
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" ordination of its poiicy with the West Eu.rOpean part'ners. Secondly,

. by maintairning constant consultations within the Nine it was thus
able to explain the part_iéulari‘_cies and limitatinns of the German-
objectives in its eastern policy. Thirdly‘, it made it easier for Bonn
to demonstrate towards Moscow and the Eastern states that its

_."__eas;térn_iniftiati—veskwe're backeslkup by;a brpad Western consensus. .

y : A :
It should be clearly underétqdd,' however, that EPC was just one

of several multilateral instruments in this regard with the others
playing‘a much more specific role ‘in the East-West relationship.
Still, even to the surpfise of Moscow, EPC developed into a xﬁajor
assét in all-European negotiations. The Eastern literature reproached
the FRG with 'explo“cing political cooperation .of the Nine to pave the
way for aggfessive nationalistic forces. Bonn, these autl;ors poi;lt
out, is.determined to utilize its high ‘economic and military potential
as well as its enlarged foreign-political lev.erage to enhance its
growing self-reliance within the imperialistic camp. Moreover, the
German government, they claim, tries to capitalize on the process
of Western European political integration in order to violate the
Four-Power Agreement on West-Berlin of 1971 and to extend the

_. competences of the Eufopean Cdmmu_nity to West Berlin: 2)

2) Siegfried Schwarz: Tendenzen der politischen Integration in
Westeuropa, in: IPW-Berichte, No. 6, June 1977, p. 28



Indeed, the IFederal Repu}?lic of Germany profii's- from the fact that -
exémplified by the present controversy about West Berlin's
representation in the forthcoruing directly elected Europeén
Parlizment ) the extended Western platform allows for an
endorsement of ité German concerns., However, as far as the

Nine are concerned, the 'eter'na-l Ggrman issue appeai"s to be

more of a strain on them. That may apply less to London and

Paris than it does to the other EPC partners. Cqmpensation'

by means of special ‘capabilities, for example, Bonn’s diplomatic
experiences in dealings with the East, though difficult to assesc,
are notlwi‘chout merit for collective East-West-negotiations. On

the other ha_nd this asset may have ambivalent implications for
Bonn’ s partners if it entails (economic) advéntages mainly for the -
Federal Republic (see the handling of the Breshnev initiative on

all- European conferences, envircnmental, ehergy and transport

questions).

A second challenge in the begirning seventies was to establish the
Community’ s position on relations with the United _States ,
following the call at the Paris summit of 1872 for a constructi'.ve
dialogue and the appeal by Se'cretlary of State Kissinger oh 23 April

1973 for a restructuring of the Western Alliance. The dialogue

- 3) Jlka Bailey-Wicbecke; Paul J. Bailey, Decision-making at the ECE.
The case of the Federal Republic of Germany within the context
of the Furopean Communily and Political Co-operation, May 1978
(unpublished) ‘
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between the Nine and the United States, begun in September 1973,.
has made it clear;, without any need for the originally proposed
formal declaration, that European unification and Atlantic
partnership afe conditional upon each other. In the so-called
gentleman’ s agreement reached at Gymnich (near Bonn), the Nine
decided td inform and consult allies and ffien_dly Sta.tes in the process
of evolving common positions on foreign 1;olicy. The significance of
the pdlicy of Furopean unifieation for the Atlantic Alliano;e was
acknowledged in the statement issued by the NATO Gouncil with
regard to Atlantic relations on 26 June 1874. On the basis of that
informal agreement among friends the practice of close mutual

consultations between the Community and the United States has

taken shape.

The Federal Republic surely has both a major say and a vital
interest in this practice. Theré is no need to repeat why Bonn
will neithe_sr be forced into an antagonistic position vis-a-vis
Washington nor be suspected of assuming the role of execulor
of U. S8, interests in Turope. N Although it played an .a.ctive
part in elaboratiﬁg the declarations in connection with the

Kissinger initiative in 1973, it did not act as forerunner of

' 4) From a U.S. perspective Bonn might fit a broker’ s position
best. See: Peter Katzenslein, West Germany’ s Place in
American Foreign Policy: Proot, Anchor, or Broker? In:
Richard Rosecrance {ed, ), America as an Ordinary Country,
Ithaca and London 1976, p. 110 :
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the Nine. Even the Gymnich agréement conceived under German
presidency cannot simply be credited to the German account.
Rather, the fact that this agreement was never seriously put to

the test during -the' past four years indicates the degree of a genaral
relaxation of tensions in t‘he European-American relati'onship

after the days of Jobert.

In realistic recognition of its own situatién and the abilities and
inabilities of the Nine the Federal government contributed tc'>
collective European efforts regardirlg the Middle East, the
Mediterranean area and Africa while advocating "very close
concertation' with the U.S. Administration in each case, Thié
approach..is not tantamount to Atlantic uniformism, The EPC
activities offerr sufficient evidence_ of Bonn together with other
partners taking different positions from the American Administration
(lhun}an rights issue at the CSCE at Belgrade) and Congress (Cyprus
question). In these cases Germany need not resort to the solidarity |
"of the Nine to underline such independent étands, much less so

whenever questions of détente and European security are =t stake,

With their declaration of 6 No.vember 1973 on the Middle- East, thé
Nine opted for a policy of solidarity with regard to the Middle East
rand the o0il crisis and embarked on a balanced common Middle East
policy. On 10 June 1974, at a meeting in Bonn, they took the initiative

for the uro-Arab dialogue and thus created a comprehensive political
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framework for longterm regional co-operation befweén the Community
and the countriesA of the Middle Fast. The Federal Ministe‘r for Foreign
Affairs, Herr Genscher, emphaéized in this context that the Nine were
willirig to develop‘relations with Israel. This balanced Middle ]E‘I.ast
policy was further developed by the Nine in, inter alia, UN debates
and is set out in the statement by the European Council of 29 June 1977
which also emphasized Europe’ s own intereét in pea.ce,in the Middle
East. With their statement of 22 November 1977 the Foreigp Ministers
therefore supported the new peace initi‘ative which began with the
meeting b-etw'een the Igyptian and Israeli Heads‘ of Governraent in
Jerusalem. The outcomes of the Camp David meeting were welcomed

likewise,

Contrary to the Atlantic context and the eastern ijolicy where Bonn
played a major part in shaping EPC policy, the Middle East position
of t}}e Nine saw Gernﬁany relegated to second rank. Perhaps this is the
area in which the FRG benefi"cc—-:d the most from cooperation within
EPC (as well as the European Community), The advantage for Germany
is particularly obvious here because it is difficult to concelve of
another way to sustain the historical responsibiii‘cy it has to shoulder.
In this secto; Germany moves like a snail without a house unliké its
position towards the Soviet Union within the détente coﬁtex’c. As
compared to Paris, for example, Bonn faces a mox;e complicated
Middle East relationship. For anything recking of progfess in

German statements is conducive to hard feelings on the part of the
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Israelis, wﬁereas aﬁy respective French step would éimply be explainéd
in terms of Francek well-known hard line. The following example may
illustrate this: After Chancellor Schmicﬁ while talking to the Saudi
Arabi.ﬁn Foreign Minister in Bonn in June 1978 mentioned the rights
of th_e Palestinians "to organize a state bf their own', Foreign Minister
Hans—Dietri.ch Genscher took three full days to explain to Israeii
~officials (iuring his visit there that this statement did not imply German -
deviation from the position of the Nine. Fortunately, Genscher’s agénda
included negotiations about t_rade concessions reéuested by Israel in the
Con’t:ex‘.c of the forthcoming KEC enlafgement; ’fhese talks gave Genscher
thé oppoftunity to make a few reassuring remarks. Thus it is extremely
helpful for German diplomacy to be able to feﬁer to the European level

and the solidarity of the Nine in bilateral meetings with Israel.

On the other hand, this two-level policy is equally ind.iSpensible for the
relations with the Arab stales. In its bilateral dealing; with the Arabs

~ Bonn is more generous than within the framework of the Euro;Arab-Dialogue.
There it display.ed‘ a much more hesitant attitude in economic as well as
political questions, The dialogue conducfed by EPC is 1argeiy restricted to
issues of x-nut.ual economic development. Rejection of a noteworthy

financial fund, however,affects the political goals of the dialogue.

As far as the Mediterranean policy of the Nine is concerned, Bonn took
a more community-oriented stand regarding the pursuit of political aims

by financial means. Thus in 1975, within the EPC efforts, Germany
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favored support fox; the new Portuguese regime from EC funds (there-

by ignoring EC credit rules) in order to strengihen the democratic

' prolcesrs there. Furthermore, the fgderal government engaged in bilateral
activities with similar objectives and means. it also s-‘uowed special
interest in a ‘join't'declaratidn of the nine heads of government in this

context,

Thé establishment of a pluralistic democraﬁc system in Portugal,. Greece
and Spain made the orientation of these countries towavrds the Community

a new, important factor in ITuropean politics. The Nine co—-érdinated their
views on this development and in some cases stated their position in public

statements,

Meanwhile a second round of accession négotiations has got under way. All
three countries have submitied appliéations for membership to the Council
of the BEC; negotiations with Greece are already well advanced, whereas 1r
the case of Portugal and Spain preparatory work is still going on in the.
Community’ s institutions. Regarding EPC membership of the three
applicants the Nine have agreed on a trangitional arrangement of step~by;
step participation. Turkey Which is included in the arrangement will be
informed on any question of interest to Ankara. After Greesce’s entry

this line of cémmunica‘tion will be maintained by a rotating group of three

members. Such complicated mechanisms are sufficient evidence of the

5) "The European Council reaffirms that the European Community is
prepared to initiate discussions on closer economic and financial co-
operation with Portugal. It also points out that, in accordance with its
historical and political traditions, the ITuropean Community can give
support only to a democracy of a pluralist nature.' (Statement by the
2nd Furopean Council, Brussels, 17 July 1875) :
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highly sensitive situation prevailing in the Eastern Mediterranean.
Incidentally, Germany was prepared to tie Turkey even mre closely to

" the EPC club.

_With regard té the- Cyprus crisis the iE‘éderal Republic tried to maintain
a balanced position towards the c‘onﬂicting parties, The main EPC '
activities at the begihnin.g of the crisis, however, were conductea by
Great Britain as one of the guarantors and France as holder of the
presidency. Immediately upon the outbreak of the conflict m July 1974
the Nine formulated their common approach as the basis for diplomatic
talks bétween the Nine and the three parties fo the qonflict, Greece,
Turkey, Cyprus, all associated with the ]EC.. Only during the more
recént stages of the Nine’ s mediation attempts did Bonn assume a more
prominent role. The German Foreign Office points out  that the Tﬁrkish
chief of government Bulent Ecevit, during his lBonn ffisi't in May 1978 ,
for the first time demonstrated a clear willingness to r.n.all<e concessions
in the Cyprus question. Yet, Germany u‘fas far from stimulating a genuine
EPC initiative, When Congress lifted its Octlober 197_4 embargo in August
of this jear, this was a conseguence of inner-American assessments
rather than of West Europeaﬁ attempts at influence-taking, altllough
Helmut Schmidt pleaded to Congress oﬁ the CBS TV program "Face the
Naﬁon” to lift the embargo as soon as possible. Despite a ce:_:'t-ain amount
of crisis-management cooperation between E.I-J‘C and Washington in the
Cyprus case it was obvious that both sides remained relativel_y helpless .
Nonetheless Germany repeatedly drew on the EPC in addition to other

fora to demonstrate that its interest as a ceniral European power in
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restabilizing the situation at the Southern flank of the Alliance has to be

taken seriously.

in the United Nations, the 'Nine, especially si_nce the statement issued

by the European Council on 17 July 1975, have,through the expression

of common policies, their sfateménts and votes in the General Assembly
and its committees become an important negotiating partner. Since 1975

it has been the practice for the Presidentl of the EC Council 1:.0 make a
comprehensive Staterﬁent on the common policy of the members of tlhe EC
at the beginning of the annual General Assembly. The irﬂpact of the Com-
munity, which received observer status in 1974, ét the Seventh Special
Session of the Genefal Assembly in Septerﬁber 1975 made it a negotiating
pariner in th-e worldwide dialogue for a new iﬁternational economic order,
Since becoming a mémber of the United Nations ;in 1973, the Federél
Republic of Germany has strongly advoca‘ged a common EC policy within
the world organization.In a sense, Bonn strengthened the European position
iﬁ New York in a twofold manner: In some cases it was instrumental in |
sponsoring init.iatives of the West-European—and*others group. In othe;r
respects it had to fight off criticism directed'at. almost every Westerﬁ state,

for example, concerning relations with South Africa.

As present hol&er of the presidency in the Nine the federal govérnment
took an active part in promoting two resolutions on the 33rd session of
the General Assembly. The first project aims at reinforcing the U. N.
hum..an—rights stance. The secoﬁd project- contains proposals oﬁ exprandi'ng
the peace-keeping role of the world organization. German membership

in the U. N, Security Council since 1977 has increased willingness and



& e A A S

o B D A Wl e,

SRR A R R e -

e Lot Gl K rGiur. < el b kvl ——

pos_sib-ilities for co-rQSponéibilities in resolving world-wide problerﬁs.

A case in point is Bonn’ s participation in the Namibia contact group. ’.I‘he
federal government joins such enterprises less as a result of current
assessment than in ‘compliance with the decicion of principle of 1971 to
become a U.. N.mémber.Althpugh thé group of the five did not emerge from
EPC, a feedback to the club (ﬁ the Nine does exist. From time to time the
contact group draws on EPC to back up its proposals by public declarations.
The same pr;ocedure is followed in the British-American initiatives con-
cefning the Zimbabwe/ﬁhodesia case. The interventioﬁ of fo.reign troops

in the civil war in Angola prompted the Nine to counteract the danger of a
comprehensive racial war in southern Africa with its repercussions on
worid peace. .In their Luxemb§urg Declarations of 23 February 1976 and

18 April 1977 the nine Foreign Ministers came out in favor of a poiicy of inde-
pendence and self-determination fér the Africz;ns. They condemned the
policy of apartheid as well as any other form of racial discrimination and
oppolsed all attempts by foreign poweré to establish zones of influence

in Africa. On this basis they have supported diplomatic-endeavours' to

bring about peaceful change in Rhodesia and in Namibia and stated their

" position on specific problems concerning southern Africa, especially

within the framework of the United Nations. In a'critical dialogue”v.vith
the Republic of South Africa they urge a change of the‘poiicy of apartheid
whicﬁ they are trying to encourage by measures of their own (e.g. bj
the corde of conduct for establishments of European firms adopted in

September 1977).

The Federal Republic of Germany is emotionally involved especially

in the Namibia case. For the rest it finds itself in the same defensive



positio-n as Pax"i's and London where all ti":wee iry to protect their massive
economic interests while going asl farr as they can in bringing about peace-
- ful solutirons in that area. Bonn hardly has an independent African policy.
It prefers to leave the field to the Britains (Salisbury) and the French
(Shaba). Germany tries to avoid anything liable to make ;t the subject -

of collective attack as was the case in the 1877 OAU meeting. Clearer
stands are taken by the smaller EC countries,Ireland, Denmark and
Holland due to i:raditions and co;lvictions‘have less -ambivalent sympathies
for movements (;f 1ibera_11ization in Africa. Not 1as£1y fo-r' dofneé‘r;ic reasons
does Foreign Ministef(}ens cher have a har;d,time following‘the evaluations of
.Bel-gian Foreign Miniéter Simonet, for example, who acknowlédges the
incr;ezasingly étabilizing function of Cuba in Angola. In thoéel instances

Genscher"prefers to refer to a possible Angolan participation in a IL.omé II

convention.

To the Same extent that the Nine endeavour to acquire a common profile
on African issues, the Federal Republic develops la "German' African
policy, In the perspective of the Nine Bonn tends towards a pbsition in
between, It endlor'ses basic demands of a general nature. By thé same
token it appreciates 6ppor;cunities, like in its "Bilateral Middle East '
relations, to fefer to the inultilateral level (‘EC and EPC). In a con-
crete case; (Namibia, Angola, Sambia‘, Tanzania) it will not hesitate to
show its readiness to supply major economic support. To have several
1evels of action at its disposal is all the more important for the Gerﬁan
government the more it comes under gcrutiny on the international level
(Notrth-South conflict, ﬁNCTAD in May 1876, Conference on International

Fconomic Cboperation in Paris 1976/77).




- 18 -
1.

It cén be assumled that EPPC -helped enhance the European impact on in-
ternational events, Howevex", it has not been able, of course, to stop
ithe process of growiné intra-European ‘heterogeneity and the rise ch
Furope’s e'xterna'l dependency. All EPC was éble to achieve was to make
these weaknesses moretolerable. Apart from the EPC’s limited effective-
_ ness as such there is the consideration inat the Nine do not really have
anything to offer to counterbalaﬁce the threat by the one superpowe;c
and the dependence on the other as well as to take appropriate account
of the demands of the Third World, This fact is part of the conditions of any
kind of West European foreign pelicy in the forseeable future, _ To that ex-
tent political cooperation of the Nine is less a tool for principal changes
in the strt.lcture of the international environment than a method of adapta-’

tion of one’s own to this environment with the chance to help shape future

gstructures,

-In this gense the FRG has doubtless profited from its EPC membership.
It enabled Bonn to make the outside world familiar with thé dynamics in
German foreign policy. But at the same tirne, it facilitated the process
of Germany’ s penetration pf the outside world. However, the value of
EPC for the FRG varies considerably \‘vith the issues at stake, The ad-
vantage of greater bargaiping power increases where Boﬁn finds itself
paralyzed by psychological strains(Eastefn relations, Middle Eaét).

In such cases inevitable shifts in German politics become easier, But

additional support of a moral-political nature by the Nine will also serve
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the German position on African policy whére the Federal Repbulic comes

- under a different type of pressure. EPC also promoted German objec-

tives where there are technical restrictions to its freedom of action.
Without the resort to complicated fundamental changes in the German

framework of foreign-policy decision-making participation in EPC allowed

for urgently required é.djustments. Furth.ermore, German diplomacy

profited from the fact that the Nine’ s consultation body combines a lar-
ger sphere of influence and broader infernational experiencg; an asset
which paid off in particular in relations with the Mediterraﬁean and-the
Third World countries, Hence EPC did not only serve as a common point
ol reference in resisting pressure from domestic and foreign sﬁurces,
but was also ﬁéeful in promoting German intg:resté of a different kind.
The advantageous development of £he Nine’ s concertation coincided with a
new active period in Germaﬁ foreign policy. Compared with the gains

the disadvantages for the FRG are but minor, .The necessity to show con-
sideration in return and not to disrupt the new solidarities of the Nine
prodﬁced léss difficulties for Germany than for other member states.

Yet Bonn’s ow.n contribution to EPC so far is but limited. The special
relationship With Washington, Paris as well as Moscow surely constitutes
a valuable inpﬁt for effective EPC ‘policy, although by virtue bf their spe- :

cific nature these relations also mean a certain strain, Such unavoidable

implications are also easier to accept for the partners as long as the

German I"'oreign Minisier refrains from lecturing around as Helmut

Schmidt used to do in the economic field. In this sense German diplomacy



played a stabilizing and balancing role pursuing a policy of active re-

straint,

Ag far é_s the procedural development pfocess of EFC is concerned,

Bopn has. provided valuable inputs, including thé idea to organize infor-
mal meetings, so-called Gymnichs. But as for the every day business
German diplomats have a harder timie now and then (be it for réasagﬁs of
language barrier only) even compared to smaller countries. So far the
German government has always favored extending the subjects of con-
sultation, thereby taking care of = close concertation with Washing‘ton.
Conc_erning the binding nature éf the jointly prepared foreign-policy po -
sitivns, howe.ver, .the. limits were relatively clea‘ﬂy outlined, A legal
fixation of common foreign polic:)'r envisaged in Tindeman’ s Report on

the European Union, however, was rejected (even for limited areas).
‘Although collahoration pf | EC and EP.C;.?in European foreign policy was
pursued verbally, Bonn did not overexeft_ itself in a concrete situafion (for
example, the German chairholders of the current presidency would not in-
sist on involving the EC -Commission in the dealings of EPC if, say,
Paris was against such particiba’tion). A typical example of the i.lntegra-

tional credo of the federal government are statements like this :

""T'he pragmatic beginnings of a common foreign policy in the EPC
and the EC’ s foreign relations are to the IFederal Government;.

besides the enlargement of the Community, the establishment of



the BEuropean Council and the decision on direct eléctions to the
European Parliarnent, imi:ortant stages in the evolution of the
European Community into a political union. Inunison with its part-
ners in the EC, it regards the E?C as leading step by step towards
a common foréign policy which will be a cornerstone of European
union. The Federal Government will thérefore play ‘its part in the

development of an increasingly comprehensive common foreign po-

i 6)

licy of the Nine,

How these statements will be realized in the future remains tQ be seen.
What can be said is that EPC is rto serve further intensification of the
assumpt.io_n of world-wide responsibilities. This is illustrated by U. N,
initiatives (including CCD) as well as ‘E)y the opening of a Euro-Asian
dialogue with the group of the ASEAN countries. This dialogue is a
favorite subject c.)f Hans-Dietrich Genscher (Foreign Ministers meeting
in Brussels N;yvember 1978). In addition to thé economic interests it
demonstratesrthe willingness for a certain kind of policy of equilibrium
outside the immediate Ilast-West context, Such a feature had become
evident - under more topical auspices - in the treatment of the.African

crises. Bonn might thus tend to draw on EPC for world-wide crisis

- management more than in the past. The federal government, of causé,

would pay special" attention to closely cobr_dinate Western crisis diplo-

macy with Washington in non-NATO contingencies. Bonn as well as

6)

See [Federal Republic of Germany, Press and Information Office;
ibid., p. 18
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some otlher West European ca;‘ait'als are showing a cautious readiness to
commit themselvers to areas where the United States used to go it alone
‘but now has to display more restraint. Although in this regard Germany
would continue to consider EPC as an important concertation body among
West Europeans,l active participation in other bodies (f‘1~anco~German
conéultation, Security Council group, Group of the Four_,' Economic
Summit and others) Would identify EPC as one of several levels of action;
similar to Bonn’ s habit of not always fegarding the EC as the central
framework for ité foferig'nuecon‘bmic policy orientations. Under t.his view-
point the functioﬁ of EPC would shift, -1t would increasingly cénstitu’ce the
Wesf Euf‘opeah poql for the various bi- and multilateral activities of West

European states outside of the regular Club of the Nine.

Ther Federal Republic could take a growing interest in such a develolilﬁent.
‘.Its foreign policy fares guite well in informal groupé. Contrary to bodies

- with constant stétus such as EC, these informgé% institutiéns offer room

for a smoﬁth change in status, EPC would less be an instrument for catching
up on rdiplomatic experience than a platform for influencing the policy of its

partners.

'Part. of the success of European Political Cooperation has . been due to its
conéern with these aspects éf fo_‘reign policy which least often invol-ve

direct costs. Thus the fﬁember governments were enaﬁled to éoncert their
policie;.s without being fc‘)rced- to conéider the budgetary r:onsleq-ulence.s and the
distribution of costs and benefits among different govefnments. There is no

substantial sign of a change concerning this practice. Once foreign policy
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moves out' of this s{;rictly diplomatic field into using economic levers for
political ends, the problem of differential distribution of costs and bene- -
fits ifnmediatgzly arises (see the Euro-Arab dialogue). So far Germany
favers a combination of economic and foreign-policy aspécts more in
terms of integratioﬁ policy -‘in order to concert the two strihgs EC and .
EPC, than in termas of mutual 1evefage in day-to-day -politics. As long as
EPC doéé not cost anything, the FRG’s p(;s-sibilities to raige its iufluence

remain limited.

The gap which has emerged' between the economic strength of the FRG and.
that cf'its EC pai'tnars has not been fully interpreted so far, Germany is
as much aware of as it is embarassed about its strength. It has not yet

come to grips with its potential.

Thé decision where this potenfial should lead Germany is an open question;
there is not too m!.}ch consensus building am<:;ng the domestic political fc:rces
sofar. Equally open is to what extent Bonn’ s pariners will take an influence
iu these options. Notﬁrithstanding the anéwer to this question, the Federal
Republié will use every opportunity to diversify its need for diplomati.c
prétection and its willingness to take initiatives in world affairs. Its scope

i-s in many respec-ts., not confined to the West_ Buropean context, Rather, |
West Germany searches for a modus vivendi for an old problem: Community-
building-is pursued in terrms of a regidnél entit;,'r, whereas most of the vital

dependencies exist in a larger framework.



Germany's attitude toward present EC institutions

and European political integration

Paper presented to the Johns Hopkins Bologna Center Confe-~
rence on "The economic-pelitical role of the Federal German
Republic in the European Community (Oct. 5 - 7 - 1978)

by Christoph Sasse

I. Introduction

Because of the supposed'Key role of the FRG in the Cdmmon marefa
ket and, to a certain extent, in Burope in general, it has be-
come a fashionable subject of recent academic efforts to con-
sider Germany's attitude more closely, and in its different
aspects - such as are found on the agenda of this conference,
for example. For the sake of scientific correctness it must

be said, though, that research here still has not gone further
than some first tentative steps. There is a considerable lack
of available documentation, and no svstematic study of rele-~
vant test case material has been undertaken so far. Moreover,
.there is no common understanding of just what "Germgny's atti-
tude"is: Public opinion at large, official government declara-

tions, preséure group attitudes or the behavior of govéfnmenu

 tal decisions makers? Thus, whoever tries to tackle one aspect

of the overall suject finds himself exposed to the lack of an
acknowledged methods tc the absence of solid documentaion, and
to the necessity of admitting, therefore, that what he propo-
ses 1s more a series of very subjective impressions than the =
fruit of solidly established research. - g

With regard to the specific subject of Germany's attitude to-
ward the EC institutions it must be added that it seems im-
possible to cover this area for the whole period of the existence
of EC institutions. Sporadic events as well as culminating points
of EC history must be chosen to high-light what seems to be a
coherent evolution toward the present day positLﬁn of German
political leaders vis-a-vis the functioning of the EC and its
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II.

constitutional structure. It is therefore suggested thal a
somewhat closer look at this attitude during three main
periods of the EC be taken, i.e. that of the preparation
and negotiation of the treaties, the EC crisis of 1965/66
and, finally, what can be called the "Chancellbrs Brandt-
Schmidt-era". '

The founding of the Communities

1. Supranationalism has never been a subject for resentment
or national indignation in Germany. This is particularly:
true for the early years of the West~German federal state
which suffered, in the eyes of its elites both from a
lack of national identity and the precariousness of its
expressly voiced transitional éharacter.'For many, a
united Europe seemed in this period a tangible as well
as desirable solution in order to prevent any kind of |
renewal of the errors of the past and to give back to
the Germans their international respectability. Germany
was swept al These days by a wave of widespread enthu-
siasm for the idea of a federal Union in-Europe, and
few cared about the degree to which the German political
system would be affected or absorbéd by this newly ermerg%
ing union of the free part of Eﬁrqpe, |

Thus, unlike other of the original partners inside the
first European Community (ECSC), supranationallsm was no -
issue of controversy in Germany The 1dea of becoming part
of a federation did not hurt national pride or any deeply
rooted instincts of stately independence - on the contrary
it seemed for a majority to be the way out of a dangerous |
and uncomfortable isolated existence. Of course, there was
political opposition both from the right and the left to
Germany's integration into western Europe.

The ECSC treaty was adopted by the Bundestag by 232v0u52

( cbu/csu, ¥DP, DP, FU, BHE) against 143 votes,
the negative ones coming from SPD, KPD and SRP.

ot S e e - e

g i g ot e

-

R s i T

i e et S

i R G e e i

. g

e

Voazd ik renme

e

E”'lu



1
M
}

(Buropa-Archiv 1952, $.4678 f.)

The Rome trealty altracted a massive majority,
the only negative votes coming from the FDP
and the GB/BHE (Eurcopa-Archiv 1957, S$.10073).

This did not stew from disagreement with the-institutional
set-up of the Communities, but from the fear that Germany's
re-unification and, generally, its future as a whole might
be prejudiced. ' |

. When the German Chancellor Adenauer was informed, a few

days before Mr. Schuman's initiative of May 9, 1950, of the,
details of the envisaged declaration, he voiced no object-
ions to the idea of having the Coal and Steel Community ad-
ministered by a sole High Authority whose decisions were
binding upon the member States énd subject only to sone
kind of Jjudicial control. This revolutionary innovation

in the field of international organiéation seemed perfect-
ly accepfable to the German government.

It is possible, of course, that to this government any ai-~
ternative was more altractive than the existing Ruhr-Sta-
tute, and that Bonn hoped for some kind of preferential
roie because of the high value of Germany's coal and steel
output (see art. 28 of the ECSC treaty). But this was by
no means certain. Since the Schuman declaration stressed
the independence of the High Authority as the only legislia-
tive and executive institution there was a visible risk

of seeing German interests continuously put into the mino-

'_ rity. Nevertheless, we find the German government close by

the side of the French during the negotiations in the winter
1950/51. It was no "demandeur" on the issue of establishing
a "Special Council of Ministers" for the Community, as were
the Benelux-countries. Bonn accepted this modification o
as well as the establishment of a Common Assembly by way

of compromise. ' ' |




We can observe exactly the same atiitude during the 1951
‘negotistion of Lhe EDC treaty and the drafting of a
ireaty establishing the Luropean Political Community
by the sd-hoc Assembly created in anticipation of the
coming into force of art.38 df the EDC-statute. In
both cases the German gbvernmen% and German parliamen~
tarians were'wholeheartedly in févor of an amazingly
high degree of suprahationalism. The extent to which
powers were to be conferred to the EDC indicate clear-
ly the will of the signatory governments to abandon

a large part of their national sovereignty. If it has
been argued since that the EDC construction of fully
integrated European armed forqe administered by an in-
dependant European Commissariat could never have be-
come a workable one, it certainly was not the'fault

of the then German government that no real test took
place. o : s

It was the same generation of German politicians and

top civil servants who took part in the "relance euro-
péenne" after the Messina Conference (June 1955). Al~
though no minutes either of the Spaak Committee (1955
/56) nor of the Brussels negotiating conference (1956
/57) are available, there are enough indications to
confirm the preceding picture. With regard to the legal
apparatus of the Rome Treaty, the German government,
through its representatives Wallter Hallstein, Carl Frie-
drich Ophiils (German member of the Spaak Committee)

and Hans von der Groeben, exercised a notable influence ,
toward maintaining a high degree of supra—nationality
and of not admitting amendments of the Paris treaty
structure which would signal dny substantial retreat
from the achieved standard.



There is some evidence, for instance, that the German
. delegation had proposed a kind of calendar fpr the direct
~elections of the Buropean Parliament which would have
allowed arrival at this result earlier and with much
less internal strain. The same is true for the quality
of the decisions the Council has to adopt in order to
introduce these elections and to establish the Communi- .
procedure
ty's own ressources. Instead of the hybrid/we now find’
~ in the Treaty (arts. 138 and 201), and which has given ®
rise to much political and legal controversy, the Ger-
‘man delegation had proposéd a mere Council decision
without any kind of national ratification.

The appointment of Walter Hallstein to the Presidency
of the first Commission and the important role which
the German government allowed him to play during nearly
10 years confirm this initial will to take the Monnet
'.concept seriously, i.e. not to exercise national con-
trol over the Commission but to give the supranational
element enough leeway to develop its creativity and its
own political position. The departure of powers con-
ferred upon the Community was seen without regret. The
Community's success during the early sixties seemed to
‘prove the effectiveness of the new formula.

I1I. The Community's institutional crisis

1. When on the 30 June 1965 the important crisis of the Com-
munity began and France left the institutions, the offi-

cial German attitude remained unchanged. The German govern-
ment had been informed by Mr. Hallstein of the essentials
of the propoéals which:had been transmitted to the Coun-
cil at the end of March and which later became the pre~-
texte for the French government to require a basis change
in the.functiohing of the Community. It had voiced no




objections. The combination of the renewal of the

~ finance mechanisn for the CAP guaranty system with the
progressive estsblishment of the Community's own re-
soﬁrces and a grealer sey for the European Parliament

in budgetary matters seemed perfectly logical to the
German government, seen from the CommunitY's built-in-
dynamics point of view. They did not find, either, that
Hallstein's commentary on the proposals before the Eu-
ropean-Parliament on this Assembly's particular request
(after the leaking of some information) was to be re-
garded as a serious offence to the governments whose
Brussel's representatives had, but whose ninistries
themselves had not, received the proposals' full test.

The Commission which remained, as one remembers, rather
homogeneous and firm during the 7 months of the crisis,
received much help from the other governments, and es-
pecially from the German one. Although the Commission

as well as the five governments officially did nothing

to aggravate the break and to make the French return

more difficult, there were many preparations-to maintain
the functioning of the Community even in the évent of

a prolonged French empty chair. Studies were made both

in Brussels and in Bonn to examine the possibilities

of adopting majority and even unanimous Council decisions
without French participation. It is true that these possi-
bilities, apart from some insignificant prdcedural matters;
have never been seriously tested. But it cannot be denied
that the firm - if also discrete - support which the Bel-

gian, German and Dutch governments gave to the Commission's‘_b

position permitted the latter to go through the crisis
apparently rather unaffected.

It had contributed to the effect that the French govern¥
ment’'s so-called “"Dekalogus" of points, to be imposed
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as a rule of conduclt on the Commission, could not attract;_ 

- much gsympalthy from the other member countries. Together
with conditions clearly in violation of the Treaty (f.
i. that the Comwmission should consult the govermments
via their permanent representatives before putting any
proposal of some importance before the Council) there
were numerous marginal and even rather petty and absurd
queries, such as the well known red carpet, or the di-
rectives proposed by the Commission, but adopted by the
Council (!), gdng into too much detail and not leaving
enough liberty of implementation to the states.

After the extraordinary Council meeting of 17/18 January -

1966 in Luxemburg had led to no result but had shown

M. Couve de Murville defending a very intransigent posi-
tion, the then German Minister of Foreign Affairs, Mr.
Schroeder, during a Bundestag debate on the 27 January,
made an extremely clear and firm declaration critiziéing
the French real purposes and hinting at the possibility
of the split becoming irreparable if France did not give
in. His attitude drew much support from the Bundestag and
is said to have been one of the, if not the main factor
for the French Government's retreat in the next day's
meeting (28/29 January) in Luxemburg, at which the crisis
was selttled by the famous "agreement to disagree® on ma-
jority decisions.

It has been argued (see f.i. John Newhouse, Collission in
Brussels, The Crisis of June %0, New York (Tocquille
Series no.2) 1967, p. 174 sq.) that Schroeder's support
from the Bundestag was partly due to a bafgain he had
previously concluded with the German farm lobby and

which led him to introduce, during the final session on
29 January 1966, the so called "Schroeder addendun!" to

the communiqué. He had proposed, as a matter of fact, that
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Call regulatbions on farm policy which should have been

“adopted before the end of the second stage, i.e. until ' 5
‘December 31, 1905, would continue to be subject to unani-~- -
mous declsions. This swendnenl was adopted without great
difficulty, specifying the subject-matters beside finan- B E
cial regulation to which it applied: the market organi-
zations for sugar and oils and fats, amendments to the
one on fruit and vegetables, and - orethat seems to have _'_i
had much lasting importance - the price-fixing for milk, :
beef and veal, rice, sugar, olive 0il and oil seeds;

Be that as it may, it certainly was an able step to secure
widespread parliamentary support for a position which
succeeded in the decisive breék—through of the crisis,
even if it had to be bought by some deviation of the
official govermnmental line. The main success was that
France came back to her chair without obtaining any sub-
stantial concessions, at least not verbalized ones. For

the seven suggestions made to the Commission were either
insignificant or soon forgotten, and on majority deci-

sions things were left where they were, i.e. completely
open. That majority decisions became rare during the

o B v b <

De Gaulle~Pompidou era was, in any case, not the immediate
result of the Luxemburg compromise.

One can say, thus, that the ending of the crisis of 1965/66
~without essential damage being done to the Community's

- institutions was primarily due to the firm refusal of
Schroeder, Luns and Spaak to let the basic_strudture' .
of the Community beessentially altered by the French claims. | ;

IV. The Brandt-Schmidt-era

1. The third period of interest in the framework of this paper-
is the one covered partly by the Chancellorship of Willy



Brandt, but to a greater extent by that of Helmut Schmidt.
Brandt had obtained in the decisive 1969 December summit
at the Hague, a greal personal success in achleving a

new start for the Community after a compromise on the
French "tryptichon" concerning "achévement, approfon-
dissement et elargissement”. During the first half of

1670 most of the envisaged measures were adopted without
greater difficulties, including the transfer of ressour-
ces to the Community and the widening of the Parliament's
budgetary powers. At the Paris summit in October 1972

a wide-ranging program was spelled out, and the compre-
hensive term "European Union" first appears. Political
cooperation based on the Luxemburg report of the Davignon
group (1970) had produced first positive results. Its
tightening was prepared during 1973 and adopted in the
shadow of the oil-crisis at the Copenhagen summit: in

1973. Attempts to proceed in the establishment of the
Economic and Monetary Union according to the Werner plan
and the two Council decisions of March 1971 and March 1972
had let to the monetary snake but proved to be increasing-
ly difficult. The energy crisis and the subsequent world
wide recession put an end to this period of effort to.pre—
pare the great leap forward, an expectation which had al-
ready met with serious scepticism. The first enlargement,
much desired by the Brandt government, considerably slowed
down all community matters and led to open disappoint-
ment when the demand for re-negotiation was formally
voiced by the Wilson government in 1974. Nothing much

moved ahead in the Community. Its problem-solving capacity

seemed to have fallen to a minimum level.

When Helmut Schmidt succeeded Willy Brandt in May 1974 the
German government missed few occasions to express doubts:
about the quality of the Community decisions and even that
. of its authors. The Chancellor himself often voiced dis~

trust in the ability

B



of the Commission, in the ddequacy of the Council's de~-
cision making procedure, and in the competence of the
Srussels' officials in general, and he was seconded

in this attitude by finance minister Hans Apel, him-
self a former civil servant of the Community. The

term "Germany - pay-master of the Community“ appeared -
and it was never again forgotten. This period, which one
can roughly fix from 1974 to 1976, was certainly the

one in which the German official attitude toward the
Community's institutions was at its lowest mark.

It is hard to say which has been the predominant reason
for the considerable change of attitude. German officials
speak of a learning process Helmut Schmidt had to under-
go himself. No doubt, the regular meetings in the European
Council have produced someigortant effect. Moreover, the
direct relationship with France's President Giscard
d'Estaing continued to improve gradually, especially

since Raymond Barre succeeded Jacques Chirac and began
to inaugurate an economic policy aiming at greater mone-
tary stability, less State intervention and the streng-
thening of the private sector. Common problems, especially
with the economic and monetary policy of the Carter ad-
miﬁistratioﬁ, worked toward bringing Germany and France
even closer together. Although there still is much grumb--
ling from the others, espeCially from the Benelux-coun-
tries, the leadingrrole of this Franco-German "duumvirat"
seems to have become a dominant feature of present day
Furopean affairs. Its latest product is the EMS, which

has a good chance of coming into force by 1 January 1979.

If one asks what this state of affairs means for the Ger-
man attitude toward Community institutions, simple answers
do not seem obvious. Certainly, there are some rare majori-
ty decisions in the Council, and the German government
has accepted compliance with one evén on the important
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JET issue. Also, the Commission seems utterly unaffect-
ed. Germany has never sent leading politicians to serve
as commissioners, with the one exception of Walter Hall-
stein, but still has maintained an honorable level of
career and competence. The European Parliament will be
directly elected within less than a year, and no one
foresees a German government resisting its claim of :
more powers in the legislative process or over the Com~-
mission. The Court's decisions never have raised any

kind of particular difficulty with Germany, its con-
flict over the human rights issue with the German Con-
stitutional Court being a rare and theoretical excep-
tion without much practical relevance for the moment.
Nearly half of all procedureé referred to the Court

by national Jjurisdictions originate from Germany. Whereas
other countries have been condemned dozens of times for
breach of the treaty, this has happened only omce to Ger-
many . -

. Thus everything seems to be at its best, and no problem.

appears in the relationship between the Community insti-
tutions and the German government. To conclude on this
note of complete satisfaction and harmony could, however,
give a slightly misleading impression and prevent us
from looking behind the picture!s surface. A few remarks .

-might illustrate which aspects should not be overloocked

in this context.'

There is - to spell this out very clearly - no doubt
about the very serious commitment of ﬁhe German political
leaders to the idea of European integration. Many if not
all of the political and economic reasons for this deep
commitment remain unchsnged. Auschwitz and Berlin, as it. .
was termed recently, will be derterminant political land-
marks for a long time to come. There is no alternative in

~ sight which could serve both the peace in Europe and in



the world and specific German interests better than the
progressive strengthening of European unity.

This does not mean, however, that the evaluation of the
Community's instutional fraﬁework has to remain unchanged
forever. The bullwarks of supranationalism, i.e. the in-
dependant Commission and the majority decisions in the
Council, are ncwadays seen from Germany with more serene
detachement, more pragmatically than as a value in them-—
selves. The Commission, through its impossibility to
provide political leadership in times of strain and through
the low profile quality of its positions in all matters
of high importance, has lost, in the eyes of the German
high bureaucracy, much of its prestige. No German govern-
ment of the immediate future would be inclined to entrust
the Commission with more uncontrolled power. Orecan be
rather sure that the answer finally given to the Giscard
initiative for speeding up the decision making process
will not consist in suggesting transferring important
powers Ifrom the Council to the Commission.

~That by no means suggests any kind of German intention to
change this institution or to reduce its powers formally.
The government knows too well how useful the Commission's
iﬁdependant'wisdom has always been, and how disastrously
most debates end when the Commiésion is left out or cannot
offer compromise solutions. | | o

The Council, on the other hand, is unable to undergo any.
kind of serious reform. If the majority vote came to be
applied systematically the Germans - for their isolated
economic and financial position - would not be the last
ones to claim vital interests. That does hot exclude minor
changes, for instance some kind of common discipline when
unanimity is demanded although majority would suffice.
The German position here is open to gradual changes which



might not be without interest, but it certainly does not
press for the overall use of the majority principle.

Fundamentally the German attitude remains positive with
"regard to the European Parliament and its pléying the
role of a democratic, legitimizing body. On this issue
alone there seems to be much popular sympathy available.

But one would also go too far in assuming that the Germ__

- man political leaders, be it the present ones or those
of'the actual opposition, would make the powers of the
‘Parliament a "conditio sine qua non" for further pro-
gress in the Community.

For the present political leaders of Germany the most

. important institution remains the European Council. Here
decisions come more easily and are less complicated by
cumbersome rules of procedure and the presence of se-
cretariat  officials telling the politicians what they
" should do. German Chancellors have been in favor of the

Commission's President Joining in thE‘debateS, but with- =

out making this anumueof maJor importance. Within the
Buropean Council Lhe natural welgnt of countries counts
more than in the normal Community Iinstitutions. This
might give this organ some additional attractiveness

for men like Valéry Giscard d'Estaing and Helmut Schmidt.

Nothing characterizes better the current pragmatic German
attitude toward Community institutions than the relative

ease with whlch the German government has opted for the

" quick entry of Greece, Portugal and Spaln into the Communi-
ty. The political decision was taken without much bothering

about the ways in which Community institutions would go
on to function. Reduciﬁg the number of Commissioners to
one per country - as the foreign ministers of the Nine
suggested recently - would certainly maintain a reason-
able level of discussion-time, but would do everything
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but strengthen the role of this'institution. A Parlia-

ment of 513 (410 + 55 + 2 x 24) seems the obvious conse-
quencé, but one may doubt thalt a serious power transfer
will be facilitated by the Mediterranean countries o
(France included) forming a majority (265). The Council

of 12 cannot function without firm guide-lines from theﬁﬁiﬂ
Buropean Council. So everythingpoints to the increasing

key-position of the latter, where in matters-qf impor- -
tance political and economic power outweigh the equali-
ty of rights. ' : '

- Germany has come a long way from its original federal
conception in settling with the present state of matters

in the Community. There is much evidence for the assumption

that the now ruling generation in Germany does view the
institutional set-up of the Community free from any doc-

trinal prejudice.
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Bernd Stecher ' :

Germany and North-South Relations

. I. Introduction: The Challenge

In siaite of more than threé decades of initiatives by nﬁtional and
international institutions to improve world trade conditions and trans-
fer skills and rescurces to the developing countries with the goal of
decreasing the welfare and growth differentials between the have and
have-nots, there is much evidence that - with the exception of a few
very successful developing countries - the gaps have increased and

ai:e still increasing. The sitmation of the developing countries

clearly calls for same correcting actions: First, the relation of the
per capita incawe between industrial countries and de{reloping countries
is unfavourably for the latter (13 : 1 based on conversions of national
GDPs at prevailing exchange rates; 6.4 : 1 based on conversions at
purchasing power parities) /" 1_/: second, the developing countries’
share in world trade has declined by almost 50 percent since 1950 -

not counting the oil ‘pi'oducing' countries - and today accounts for énly-
about 16 percent of the total; third, their share in the world’s
industrial production has remained more or less oonstant at the

7 percent level; fourth, more than 20 percent of the labour force in
the Third World is unemployed, most of whic.h are young people; fifth,
the fofeigh debt of the AdeVelOPing countries has grown to a level of
.nclaarly US-3 200 billions, and. many oountr.jies are hardly able to pay

~ even the interests on this debt; finaily, hunger is an ever increasing

problen.
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‘This altogether rather poor econamic progress of the developing

countries as a whole is very much in contrast to the expectations
which had been generated by the political leaders of the young

nations. Wnile there is little dissent in the developing as well as

- in the developed world that the recent growth performance is in-—

sufficient forl_ securing adequate conditions of living in developing

countries, there is a considerable difference in diagnosis and

therapy for improving this situation.  For most representatives of

develcoping countrles (econc_misté as well as policymakers) it seems

to be undisputed that imbalances between the North and South originate

- from a system of camplementary division of labour, inherited fram

the colonial périod during which the developing countries had been

-forced to play. the role of pfimary camodity suppliers. The system

which has been cemented since then into the framework of the existing
Ihternational Econamic Order, is cbviously unfavourably biased towards
the developing countries. Developed oountries. - principally not dis-
puting the need for correctintj actions - very -often point to "hamemade”

prcblems in'developing countries and call for a more realistic assess-
] . .

ment of the growth potential, given the endowment with physical
factors of production, the availability of skills, entrepreneurial

- talents and social conditions normally prevailing in developing areas.

Discussions between developing countries and developed countries
about how to improve North-South Relations in the recent past have

changed in character: Starting fram the understanding that traditional



aid policies do nothing but deal with the symptans of the prcblem

“and dbviously enwu}aged by the relative success of the OPEC-Cartel,

- developing countries (for the fi:;st time more or less jointly) demand
that inequities be lredréssed by calling for the establishment of prin-
cipally‘ new forms ofr ﬁnternational econanic relations, ‘which could
secure a more Jjust distribution of welfare between North and South.

. Ongoing international negotiations at UNIDO, OECD, UNCTAD and other
forums already are marked by tl:lis new political approach of the

. developing world. These changes in glcbal political conditions have

been acccmpahied by severe econamic prcblems in most developed dountries,

which are partly due to the worldwide recession and partly caused by
“structural édjus"anent pressures méinly accrueing froam the recent
quadruplirig of the oil price in 1973/74 and intensified industriali-
zatién efforts ib.' developing countries. Both the change of political
and of econamic parameters require a reconsideration of industrialized
fcoﬁntries' policies. The extent to which there is need for revisions
.of course depends (among others) on national policy priorities, the
.-Idegree of cutward-orientation o'f)‘che- econcny and the existing structure

of production.

It is the purpose of. this paper to analyze whether and how policymakers
‘ iﬁ Germany have reactec-i to the described changes with regard to their
I.:»o]_ic'ies vis 25 vis developing countries. Given Germany’s inteération
into the EC and since national, political and econamic interests

normally differ (teflecting specific country conditions and dbjectives),

such an analysis implies determining whether the evolution of EC policies
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in the field of develomment policy has been in line with changes in

German development policy cbjectives, or whether Germany has acted

ihcreasingly on her own, because she did not feel that her (changed)

interests in certain fields to be sufficiently locked after by the

- EC’s South policy.

Before going into details, I would like to make a few short remarks

on the 6}itline of the paper:

(1)

(2)

(3)

.The paper is divided into two parts. The first one briefly
- sketches the geﬁeral principles and patterns of past German

. development policly cbjectives and tries to identify emphasis of

activities. The second part seeks to find an answer to the .

‘question whether there has been a concflict between specific

German interests and actual policies pursued by the EC. Finally,
EC policies and/or German initiatives are evaluated with regard

to their econamic implications.

The points -that will be raised in the following do not cover the
whole range of issues related to North-Scuth Relations; they are
restricted to econanic matters and concentrate mainly on inter—

national trade policy and primary commodities (including the

issue of a New Internaticnal Econcmic Order}.

The evaluation of policies requires the existence of criteria on
which the judgement can be based. Those applied here are predami-
hantly of econanic nature; 'they start fram the premiseé that the

gap between developing countries and industrialized countries




must be reduced in order to pramcte econamic growth and poli-
tical stability in the world as a whole and that those structural
chénges which are both necessary for and the result of a con-
stantly growing world econcmy should be allowed to run their

course,

" IT. Principles and ' Patterns of German Development Policies

, Develo?nent policy in Germany is a fairly young postwar phenarenon.

' Ru’etrosp'ectively Nofthé-South Relations between the Federal Repﬁblic.

,of Germany and develo?ing ccuntriés can be broadly divided into three
o sub-periods, each with distinctly differing objectives, measures and
regional émphasis; The first govermment expenditures for Third World
.Countries were madé in 1952 as a financial centribution to the
| "Aid-Programme Of the United Natibns". A few years later (1956} money
frcm budgetary rescurces was, allocated to bilateral development
.arrangements. These two initiatives .basically wére the only specific
develomment activities of the first period of Germany’s South Relations,
.lwhich lasted to the end- of the fifties. Principally, development
policy during these years was hmore or less for;aign policy vis & vis
young independent {developing) nations. Quite in line with principles
of foreign policy‘prevailiﬁg during the fifties, which aimed at
: achieving national unity within the West, .at recovering eéoncmically
by market-econcmy-type of policies and at gaining full national

sovereignty, Germany’s South Relations were established with developing



. market econany countries in the Western sphere of influeﬁce. Conse-

. quently, relations were regionally rather restricted to Mediterranean,
sane African and Latinamerican dévelopincj countries; mostly states,

" which for a long time had been located in the econamic and political
g;:avitation field of the USA and former Europeah colonial powers.

. Development policy during the fifties was insignificant in its material
il.'czo'ntent and tock the form of financial aid, very often in a. project-tied
form. An evaluation of projécts -‘for which aid'was granted - by well

" defined econmnic driteria was the exception rather than the rule;
countries. which unequivoc;ally demonétrated political harmony with Bonn,
especially in the field of "Deutschlandpolitik" could be sure that
desi.fes for financial support were positively approved. It is only too |
cbvious that this practice could be nothing more than a casual, erratic

- *and short-winded piecework.

Parallel to the gradual abandoning of the Hallstein-doctrine as a
rather mechanical, quasi-ultimatively applied criterion for pathfinding -
‘in fareign policy, the insight into the necessity of reconsidering
principles for establishing or intensifying South Relations was
- emerging. Si:noe the early sixties, policies vis 3 vis Third World
Countries began to contain a specific development policy element. Develop—
ment aid was less and less used as a "bribe" to support Bonn's political
position with regard to the non-recognition of. a second German state;
. policymakers became more and more aware of the need to physiologically,

' . :

) politicaliy and econamically enoounter the results of the decolonization
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) M_,,‘ _.ﬁ_;;_p;ocesses and to bring developnent policies in line with cverall
‘ ‘policy cbjectives. The revision of aims is clearly reflected in
| practical development policy decisions: They were increasingly based
. onmore systematic project waluad@;, very often strictly tied to
o “these pro;]ects and regionally more balanced than during the first

Wre e T
R phase.
T T

‘The establishment.of the Ministry of Econamic Co-operation in 1961/62,

- which originally was created as a result of goverrment coalition nego-

; - tiations, is a visible indicator for the new era; during this second

phase it changed ve.ry much in function: From purely co-ordinating

" development policies to project planning - preparation and - implemen—
* tation, without catprising, however, competence for bilateral and -
maltilateral financial aid . (this rested with the Ministry of Econamic

’ Affairsuntil .1972.) . In spite of considerable changes in both political

o attitude vis & vis developing countries and efficiency of development

_' policy 'managenent, tl:he.pol_icies basically continued to concentrate on

. tackling the symptams of underdevelopment rather than trying to elimi-
" nate the causes. As was also the case earlier the main s(:regs was on

: traditional aid policies, often supporting (prestigecus) projects,

- ' which were extremely unfavoursble for achieving rapid econamic growth,

‘_,!‘s. improved balance of payments conditions and a substantial réduction in .

C . N unemployment. International trade policyl issues, the transfer of tech-
o nology .as well as of capital only played a minor role. These charac-

" teristics of. Geiman develomment policies in the sixties ~ with gradual
. aifferences ~ were prevailing in almost all developed countries, thus
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revealirlg a state of consclousness in Western (Northern) Smietieg
~ (and of their policymakers), in which the whole dimension of the
+ Narth-South problem had not yet been fathaned; development issues
were no matters of broad public interest and of goverrment’s major
T concern._The.latter, because political risks could be i&ept small due

to the bilateral nature of re'lat-'_iqns ard due to the weak political

. .position of single dévelop':l.ng countries.-

This situation had changed considerably by the end of the sixties. The
- .growing political and ecohémic importance of a few very successful
-developing countries, their better representation as a group in inter-
‘naticnal organizations where they very effectively can criticize pre-
.. .vailing politit‘:al conditions due to the 'principle "one oount:ry - one
- .. vote", gave rise in Germany to a systematic reconsideration of hi‘therto
existing principles of develomment policies. 'Coinciding with the
declaration of . the "Second Development Decade" by the UN, the Federal
Government in 1971 concluded a "Concept of Development Policy" by
.which the theoretical foundations, the priority rarking of abjectives,
enphasis of sectoral activities and the set of policy instruments were
determined / 2_/. The "Concept" is to be xevised regularly; this has
"been done several times since 1971. A camparison of the different
' stag_]es of the "Concept" during the third pericd of German development
' _ _'ﬁolicy’.clearly revéals the change fram a traditional aid-oriented dis-

position of measures to a conception which is based on the principle

- ecintamationah soliGREhy 03 SRk bR, Ufirectly favour the process
-of social .and eqonand.c develogmepk, by, improving intermational conditions.
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In turning now to the BEC, a similar palttern of changes in development
‘policy c&:nception is;ldiscernible. During the sixties, for instance, the
Cammunity had only pursued co-coperation policy in fragments, via

. feod-aid and associating Mediterranean and African countries. In-the

. early seventies formal campetence of the BC was enlarged step by step

card, finally, in July 1974, the ministers for econanic co-operation
.principally acknowledged the Canmmity’s complete and glcbal ccmpetenoe
‘for development policies. De facto, however, menber countries continued
 to insist on their own decisions with respect to granting financial aid
and technical assistance, thus impeding the realization of a 'corrrmn,
'glcbal EC development policy étrategy and partly even reducing the
‘Cammnity’s rangé of action vis & vis associated menber countries. This
- si.tuation‘.cﬁlearly reflects the EC countries’ political interest in -
allowing certa.inrareas of activities with developing countries to be

. -arranged on a national level.

III. Congruency or Divergency between EC’s and Germany’s Development

policy cbjectives ?

In turning now to the initial question of whether the evolution of
EC policies vis d vis developing countries has been in line with

Germany's own interests in this field and to what extent the EC proved

to be a useful instrument to pursue Germany’s (changed ?) international

'dojecti‘_ves,- we face several analytical prcblems: 'First, there is a

considersble difference between policymakers’ declarations of intention

W gy ey MLy e W T
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(dbjective in a narrow sense) and what they think to be politically
feasible (cbjective in a broader sense); whenever political dbjectives (in
. .the narrow sense) 'a're noti'.-‘achieved, one cannot conclude that efforts have

‘been unsuccessful. Second, information about the process of initiatives

-+ to cause others to partly or fully take into account other than their

* own interests is not available, simply because the rules of the game

forbid pointing to the loser - and.to the winner respectively.

Considering these general problems, it nearly becames :En@ossible to
analytically approach the questions at stake; this is especially so,
-if one realizes that matters related to the "BEurope"-issue are handled
extremely carefully in all member countries and especially policymakers
in Germany (due to historical reasons) try to avoid any appearance of
German damninance J.n the EC and are very keen on proving their
Europe—mndedness Under these circumstances one is compelled to base
one’s judgement less on facts but 'J:athef on pléusjbility considerations.
This sawewhat unsystematic and arbitrary approach is rendered even more
difficult by the fact that the sample of cbsexrvable events is rather
small and that the campetence of the EC with respect to development
 policy is restricted to intexnational trade policy. A further field of
action, where the question of divergenée or congruence of cbjectives
-between the EC and Germany might be worth being raised is the camplex -
New International ‘Econcmic Order, partly related to international trade
iséues and partly outside the de jure campetence of the EC; it is attempted
“to hammonize individual member countries’ attitude tovards particular
demands within the EC. |
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Both areas are of extreme relevan.ce' for pursuing developrent policy
in the framework of a glcbal strategjr. To start with the first, it
should be recalled that the ECT is the largest participant in world
trade; since trade policy - as mentloned— has developed into a matter

of cammon decision making, responsibility for the future of world trade

. largely rests with the Comunity. Furthermore, the most controversial

.' ~ issues of trade policy have to do with trade relations between developed

and developiﬁg countries.. For the EC. there are both econamic and poli-

~tical reasons why much attention should be paid to improving these

" relations. Econamically, developing countries are important, ‘because

Third World countries provide a growing market for exports fram menber

countries. Fur’chenmré, developing countries will increasingly become

Asuppliers for low-priced (that is labour-intensive) manufactured goods

and continue to export essential raw materials. An aspect of a more

' ‘polilti.c'al nature is that the importance of developing countries is

- related to the fact that these countries with their increased self-reliance

and bargaining power play a pushing role in the design of the principles
and 'objectives of future worldwide edoncmic relations, which in their
shape are'opposed to what the EC supposes to be beneficial for the world
eooncxrﬁﬂ Mambers of _‘the. EC Countries act inaway J::eflecting the willingness

'to provide adequate help for development; developing countries might
. ' . .

- feel little notion to co-operate with the EC in solving these uxrgent

problems.

. In analyzing now the relationship between the development of Germany’s
~and the EC’s policy dbjectives, it might be useful to have a closer

', look at the basic principles underlying the Cammmity’s policy measures

!

e
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-and to campare them with what could be called the German " ordnungs-

politisches" credo. As it is commonly known, the decision for a
market—-type' order of the econamy prcbably is the most essential

characteristic of postwar German econamic develcpment.

Political authorities in Germany were and still are very much con-

vinced that those elements which constitute the phenotype of a "free
market econamy" - that is, free enterprise, campetition in product and
factor markets, multilateral tra}ie and liberal payments with equal

treatment among partners, mobility of capital and labour - are well

" suited not only to successfully shape internal but also external

econanic relations; by effectively extending frontiers of investment -

and consurptions - possibilities for all countries, national welfare

- can be\incréasad and glcbal political stability secured. Similar ideas

as well have moulded the legal framework o_f postwar intermational poli-

‘tical and econamnic relations and run into the concept of worldwide free

trade and to the cbligation of pursuing liberal commercial policiés.

Article 110 of the Rme—Treaty, too, proclaims free trade to be the

- guiding principle of the Cammnity and underlines the liberalization

of trade in order to pramcte the harmonious development of the inter-

national 'division of labour [3_7 .. On.the basis of these respective state~

.ments of intentions there seems to be a rather far-reaching. smu.larlty

between the EC's and Gexmany'’s policy objecuves.

- Judging fram actual policies, however,. at a first glance there might

seem to ke a concfllct Pol:.cymakers in Germany very often tend to

‘ pomt to the fact that in spite of a certain identity in political
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interests among mamber countries, the German range of activity in poli-
tically materializing its own liberal conceptions has became narrower,

because certain member countries, which traditionally rely to a greater

-'degree on interventionistic pract:;.c:es, do forge ahead wa_th their own

plans. It is undlsputed that dec1s:Lon making in a group involves the

readiness to offer .and accept carpromises. Germany concequently should

- not be blamed, if she couid not, prevent Brussels fram deviating fram
. the path of liberal vmrtues, this would rather be a case to diagnose

diverging interests between the Cc:mrrmnlty and Germany. During the seventies

when in most countries inflation accelerated, econamic growth slowed down

- —and—unemployment: rose, many developed countries tried to .cope with these

prcoblems by implementing or reinforcing barriers to trade. The Federal
Republic was no exception in this context; it should be regarded as

being especially serious, however, that the violation of one’s own

- principles did not happen as a kind of ‘concession in order to arrive at

an agreement with other EC countries, but was done on Germany's own

‘-authority. Today, as in the past as well, proposals for instal]_ing

7 non—tarlff ba.rrlers orlglnate in member countries, and quite contrary

to the liberal J_ntentlons which probably are more pronounced in
Germany than in most other merber countries, Germany has not only
supported illiberal practices of the EC by "acting conclusively" but

also added protection herself.

In a historical perspective the increasing protectionism of the seventies

loéks like the starting point of a new trend in international trade

. realtions: Since in.the first decades following World War IT a con—
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‘siderable degree of free trade has been achieved under the auspices
‘of GATT. It was typical of the fifties, however, that liberalization

" was mainly focussed on trade among developed countries rather than .on

trade between developed and developing countries. This was par'tly due

“toTthe fact that tariff reductions-had been largest for products of

major export interest to developed countries and partly due to the

foundation of the EEC and EFTA. The integration of developing cowntries,

- which took place to a certain extent during this period was,‘;mre or

-less, only a by-product of trade liberalization according to the prin—

ciple of “"most favoured nation" /4 7. Although tariff cuts for products

for which developing countries have camparative advantages have been

‘quite small and althouéh quotas and other forms of non-tariff barriers

were maintained or even newly installed, same developing countries

were quite successful in expanding exports of manufactured products, mainly
dufing the sixties [5_7.'_ This export succ.ess induced the rise of a new
wave of protective measures, which in additicn to the already prevailing
tariffs and quotas took the form of so-called “voiuntary export restraints".
Among these, the "Arrancjements on Cotton Textiles" (LTA) starting in 1961

was the most praminent one; as a reaction to the installation of the

- non-tariff-type of “trade cbstacles the develcping countries in connection

with the UNCTAD I simultanecusly started to demand preferential (non-reci-

procal) treatments. It tock the EC and other majcr developed trading'

partners more than 'lOlyears to actually grant preferential treatment (GSP)

in favour of developing countries. As mentioned earlier, the period of

- gradual liberalization following the introduction of the GSP for sawe

yeérs,‘was superseded by the new protectionistic wave of the seventies.
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In the course of this wave the LTA was ftransformed into the Multi-Fibre-

-Agreement (MFA) and further voluntary restraints as well as special

duties for imports wexe levied. Obvicusly in harmeny with the interests
of the member countries (and this includes Germany) the Cammnity imposed
uni-lateral quota restrictions against imports fram Brazil, Bongkong,

South-Korea, Spain and Taiwan; France additionally insisted on cexrtifi-

. cates of origin, thus reinforcing control over imports fram developing

countries.

In view of these developments, .it does not seem to be inappropriate to
conclude that the EC in spite of a few initiatives for likeralization

has failed per saldo to meet expectations raised by the EC’s own state-

ments of intentions. This judgement would quite assuredly hold true for

the Federal Republic of Gemaﬂy, since she actively contributed to the

implementaticn of illikeral practices, although she herself feels more

- than other member countries espoused to the principles of liberalism..

To put it in other words: There is no clear evidence to suspect that the
EC. pohcy has iﬁérea.éingly been adverse to Germany’s interests; there is
rather much support for supposing that the intérests of both have
developed quite parallelly, at least, as far as policy issues and the

motivation with which they were “"sold" to the public are concerned.

In comnection with this assessment an econanist is very ruch tempted
to venture a totally di"fferent hypothesis: The Federal Republic of

Gexrﬁany herself has damaged her very own econamic (political) interests
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by keeping in step with the Communify'with respect to trade poliéies,

. instead of either using her increasing political reputation for teking

the lead in effectively enfdrcing liberal policies in the EC or
picneering respective policies in oth rlinternatiOnal forums. The
sugposed vaiidity of this hypothesis rests on the experiénce that
protectipn induced by unemployment and sluggish econanic growth has -
never been an appropriate meaﬁs to impiove the economic record. In

other words: So far, no one has succeeded in proving that a trade

policy aiming a£ inproving the international allocation of econamic
activities and increasing welfare is unsuitgd in sitﬁations as described

above. The argument supporting protecticn in order to improve employment

anits thét the degree of employment in an econany gensrally can ¢nly be

- regulated via incames poliéy {and scametimes via demand-oriented approaches).

' The experience of the thirties strikingly shows that the application of

protective-measures in favour of ¢hsolete industries tends to strengthen
desintegrating tendencies. It is only too cbvicus that aeveloping
countries’ proséects to grow (with the exception of the major petroleum
ané“;;;;;él exporting develo?ing‘cbﬁntfiesi would &hénﬂbe ﬁegatively
affected and tﬁat under these circunstances the growth potential in

developed countries would be reduced as well. Consequently, even under

~unfavourable conditions at hame, policymakers in Germany and other developed

countries would be well advised +to further liberalize.

It might be cbjected in this connection, that the range for further

liberalization is not as large as cne might expect, given the various

© liberalization efforts which, aside fram sane new protective measures,

Y —r——;
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have been made by the EC. It is true that on the whole the voluwe of

tradé which today is spbject.to tariffs and other regulations is still
smaller than - let’s say - during the fifties. But - as already mentioned -
protection.of the last years has shown a tenﬁency to increase and there

is a latent danger of new interventions which will probaﬁly do more
ham to investors in developiné countxies than the level of protection

itself / 6_/.

As to ﬁhe present level éf protecticn: for which the EC bears responsi-
bility, it is determined by the general discrimination against imports
fran all non-member countries and - what is nore significant - by

several sPecia% protective measures against developing countries (quotas
and export restrainﬁkagréements). The general discrimination is & result
6f the Cammon Agricultural Policy and a result of the tariff scheme, which
is more disadvantage@us towards developing than develcped coﬁntrieé,

.since protection is highest for those activities where developing

countries are most.likely competitive /77 7.

Much‘hope has been tied by developing countries to the General ééheﬁe

- of Preference, which came into existence in 1971. It was expected that

the scheme would improve the access to the EC menber ocountries’ markets
thuslcounterweightihg at least partiy the discrimination effects against
develbping countries iesulting fiom the above mentioned elements of

the EC’s protective sttem. First ewpirical assesgments of the preferential
effects‘give rise to the conclusion that the GSP so far was not very

successful in creating additional trade with developing countries and

U ——
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oven has resulted in-intréuWest European trade creation; this wés mainiy
due to the fact that requlations agreed upcn, are inccmplete, since

they are - generally speaking — more genercus. the less ccompetitive

the develcping coﬁntfies’ eprrt products are and the more inelastic

the export supply is. Additionally, there are ceilings for a nuber of

products of special export interest to developing countries (in particulax

textiles, leather goods, footwear, petroleum products) restricting the
access to the impert market of one or more of the liberalizing coun—
tries ["8;7. In view of these characteristics and the trade effects

resulting fram it, one has to conclude that the welfare gains of the

' GSP have not been very substantial.

An evaluation of the Canmnity’s trade policy vis & vis developing

.countries would be incomplete without referring. to the Comon Agri-

'cultural‘Policy and to the Lamé Conventions; as to the former, it is

especially interesting to know that the IC’s Agricultural Policy per'

saldo has not changed the individual merber country’s (including Germany’s)

agricultural protectioﬁ vis d vis third countries. This féct seems to
be another indicator for the hypothesis. that there has been no specific
need for Gemmany to act on her own because protectionistic interests
have well been represented by protectionistic BC policies- It has to

be ;dded that the agricultural pfotect%on, hawever, was not deiiberately
directed against developing countries, though it negatively atffected
these countries azs a group most, due to the restfictive handiing of
their food, exports and indirectly due to the practice of throwing

subsidized EC-surpluses on the world.market; the latter definitely

B
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- increased the inherent instability of world food markets via arti-

ficia]:lymlmei‘mg' world markét prices affecting allocation processes

in developing’ coun,trigs_[Q_?.' -

" As to the Lamé Convention (which carprises a whole set of varicus ob-

- jectives) there are two aspects which merit special attention: trade

.requlations and stabilization of export eérnings fram developing

countries (STABEX). ’Ihe Convention enlarged the nunber of associated
countries (by saue Cmmbnweal’m and African countries) and grants -
with the ekception of .sané agricultural products - tariff-free access
to the BC-market. The EC has renounced the principle of reciprocity
but insists on the application of the most favoured nation principle.

While the trade effects altogether might be judged to be predaminantly _.

- favourable to developing countries — although the Convention leaves much

roan for emergency @rotection - the econanic effects of STABEX are same—

what ambiguous. Politicians in Germany and elsewhere tend to highly
value the STABEX-scheme with regard to the benefits developing countries

can derive fram a stabilization. of their export earnings. According to

: the scheme, a oountfy: dependent on the éxports of certain primary

dcmrodities gets financial support {(loan) in.the case whe;e its export
earnings fall below a certain agreed-upon level (it has to repay this
transfer in times when the respéctive export earnings exceed the target
level) . Stabilization of export earnings actually improves thé econcanic
situation of develoéing countries, since they are "protected" against

the risks of extremely bad supply and demand conditions ; furtherrﬁore,

' the greater stability of the foreign exchange (loan) inflow definitely
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improves certainty for planning purposes. At a second glance, it seems
‘as if the EC possibly has even aggravated the developing countries’
situation and at the same time damaged its own interests; this notion

is based on the following considerations: Firstly, the fact that the
Scheme ccmb:Lnes the campensation of export instabilities with a transfer
. of resources to "locan" ‘recipients has very much aggravated the prablem

| of directing the transfers to the most destitute countries. Secondly,
‘the system proved to be too rigid to secure a prampt placing and
repayment of loans, they:thus occasionally assumed a procyclical

nature /707. Thirdly, the favoured position of specific countries’ con-
cenh:é.tibns on primary camwodities in gétting loans (a.é canpared to other
export activities) at times when export earnings were decreasing has
tended to furnish the primary sector with an additional attractiveness
for mveétors and governments; this can - with respect to an efficient
.international division of labour - result in an econamically inefficien-t
diversion of productive resources in the non-manufacturing sector. The
positive welfare effects of an increased stability in export earnings
may well be ouﬁneighted by welfare losses accruing from allocative

inefficiencies /117.

~ As to the distributive effects of the SIABEX-Scheme, only countries with
. excessive fluctuations in their export earnings benefit fram transfers.
It is nbt at all clear whether such fluctuations are really a reascnable
criterion for the decision to financially support a developing country.

How questionable such a regulation in préctice might turn to be can 7

~ easily be demonstrated by the following example: Undér the Lame Conven-

tion a relatively highly developed country, with quite unstable export
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- ‘earnings, might well bea;xéfit‘.far more fram being granted loans without

any cbligation to ‘pay intefest than an econamically weaker dev;.'LOping

country with s_i:abl_e expart earnings, which has no access to privileged

- loans according to the regulations of the STABEX Scheme. Furthermore,
the built-in relationship between the amount of transfer payments and
the extent of equrt flﬁctuations (the resource transfers are the

‘greater the hicher the export instability is) tends to provoke govern-
ments in developing countries to deliberately hold actual export

- earnings below the referencg_—-level ; this has happened several times

in the mid-seventies [‘I2_ 7.

‘_While the analysis so far ﬁas not been able to provide much evidence

for the assumption thét the EC policy vis & vis developing countries

has not been in line with Germany’s po].icymékers"_ interests in the

| field .of'tréde policies, it seems as if the German Federal Government
has tried to at least partly go it’s own way as regards the ongoing
discussions about the Néw International Econamic Order (NIEO). Although
there is no legeil obligétion for EC mewber countries to jointly negotiate
NIEO-matters, there has been unanimity'within the Commnity that the

BC should try to politically act with "one vote".

As is’w_éll known, developing countries — especially "the group of '7;7" -
have been intensifying their demands for a reorganization of the existing
econanic order sincé 1974; current dj.scussions and negotiations mainly
‘center érouhd .proposals for an Integrated Camodity Programme, put forward
by UNCTAD, which ;iefinite'ly has became the central element for an envisaged

AN
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reform of international trade with pr:imarf cameodities.. The Programme
seeks to improve the developing countries’ ‘terms of trade vis & vis
develOped countriee and to secure a transfer of resources to the

"'IIhz.rd World" by establlsh:_ng or improving mternatlonal commodity agree-
ments for those pr:n.mary camedities th.ch play an important role in the
exports of developing countries and by raising the price trend for

' ccmnodlty exports. This programme has to be regarded as a reaction to
both the realization that the chances for achieving a worldwide catelli-
-zation of camcdities @ la OPEC are small and the experience that the
‘suocess of the existing camodity agreements hes altogether- been ﬁn—
satlsfactory. By negotiating maltilaterally about international regu-
lat:Lons for several ccmnodltles it.is hoped that not only a hlgher degree
of stablllty w111 be realized but also financial requlrements for the
Camon Fund envisaged for the system of buffer-stocks will be minimized.
The . fourth Conference on Trade and Development in Naircbi in 1976 revealed
a funda:ren‘tal‘diecerd between developihg and industrial ccuntries, the
latter being unable to offef.ﬁegotiable alternatives to the proposed lines
ahd u_rithout a clear 'cohcept of the.implications of the developing'
countries demands.

-‘I‘oday the once rather stable front within less developed and industrial
countri_es' has proven to be rather unstable. While scame induetrial countries
are still reluctant to give in to the demands of the ThirdWorld, cothers -
arrong them most of the EC menber countries - are prepared to meet them

: w:.thout argiung much about the consequences. On the other side the

developing countries are beginning to show disharmony: Countries who are
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important suppliers of individual cammodities on the world market are not
prepared to transfer national interests 'to an international camodity

authority.

- The Federal Republic of Germany cbviously did rnot feel that her interests

were adeqﬁately represented by the position taken by the majority of the -

EC countries. These more or leés showed willingness to widely agree to
the fommation of price-raising cartels by primary camodity producing
countries,i to the stabilization of commodity prices by forming inter-

national commodity agreements between producing and consuming countries,

-to the stabilizaticon of foreign exchange earnings by a system of com-

pensating finance and to the restructuring of the world industrial pro-
¥ ' ' ‘

duction.in a way, which increases the share of developing countries

from approximately 7 'peroent (1976) to 25 percent by theé year 2000.

Furthermore, many developed countries did not seem to have much reser-

vation against the developing countries’ demand to claim the right to

.natiocnalize foreign investment according to the standards of naticnal

rather than of internaticnal law.

In light of this position taken by other =C countries it is rather easy
to understand why the German Federal Goverrnment during the course of the

various international negotiation rounds was labeled a 'hardliner", i.e.

- for defending an alternative solution to the prablem which lies within

a market Eramevork. This position is based on the conviction that a

. "New World Order" along the suggested lines is not only bound to fail

with respect to the cbjectives of ‘stabiliza,tion but also against the

genuine interests of the developed als well as the developing countries.

-
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 The econanic argmnents' and empirical findings by which Germany’s con-
tention is backed up, are canmplex and can only briefly be summarized

here:

(a) ‘Experiences with administered markets show that there is an
inherent tendency - to dévelop an autoncmous life. 'ﬁxe implementation
L - .of bufﬁer—lstédc ‘systems to reéulate/w‘orldwide cammodity markets
would no“doubt:.:result in a gigantic system with excessive admi-
 nistration costs; it would also be expected to. collapse. under the

burden of exorbitant financial requirements.

(b) Econamic and social costs of primary coamodity storage will be
| substantial ‘because buffer-stock systems by definition require -
the inpgt- of scarce resources to produce raw materials simply
'fo:r- the purpose of being stored. These costs will be the higher the
more relativé_. prices are distorted (that is, the more the admi-
.. nistered price deviates fram the relative scarcity-value) thus
pﬁeventing an economically raticnal exploitation of natural

resources. -

(é) Like all traditional methods of raw material price stébi]ization
the Integrated Camncdity Programme poses a major prcoblem, that of
a cérrect prognosis of prices;. the solution to which determines
whether the programme will have the desired results. Under normal
conditions consuming and producing countries will have differént

expectatlons about the price develomment. If this were not the
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l ~case, price fluctuationé would not exist and a "remedy" like
the programme would not be necessary. As erroneous prognosis
of prices will léad to unwarranted transfers of income either
fram producing to consuming countries or vice versa, éepending-
on whether actual pric.:e devélo;ments are below 5r above the

. fixed price. There are several reasons why price forecasté are
viJ.:tually impossible. First, we don’t know enough about the
development of relative productivity or about how it affects

. pxices. .Second, the basis of any prognosis is past develcmment.
Once a system of administered prices is in oper'ation we no longer
have a basis for prognosis since it is unlikely that such prices
reflect an féqui]ibriwn situation; such data cannot be used to
‘es‘timate future trends. Third, even 1f it were possibie to have
a camonly agreed correct foresight on future prices, speculation
would smooth price trends,:and schemes like the Integrated Cammo-

dity Programme would nb longer be necessary. [‘l 3 /.

(@) Possibilities to successfully raise prices by the cartel-type of
‘agreements. for the camwodities envisaged, are small, because
developing countries’ share in world exports and output (and fbr
_minerals: .share in world resei'ves) for most camodities is not
.ve.r"y large,. becau;e the price elasticity of wo_rld Gemand f&: the
resﬁective cameodities as well as the price elasticity of supply
from "outsiders" are rather high, because cametition fram sub-

stitutes is strong and because the vulnerability of cartel menbers

to econamic retaliation by-consuming countries is high as well.
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(e) Assuming price stabilization could berreal-ized, this would not
autanat'icaliy lead to a stabilizing of export earnings, because if -
the causes of price-instability are supply-determined, a succéss- ‘

" ful stabilization of prices tends to increase instability of

export earnings.

(£) In a development context it is not at all sure whether an in-
crease of incame in the cammodity pﬁ:oducing sector - provided

- __mlt can b(e- aéhieved‘lsy the-proposed measzvlr.és- - is an efficient . -
way é)f reducing the welfare -gap betwean developing and industria-
lized countries . This point is of particular -importance if

one -visualizes the fact that most of the developing countries are
net-importers of prinax'y camodities 'and thus would have to

suffer net welfare losses. Since unstable expért market conditions
are more unfavourable to econanic growth the higher the degree

of concentratﬁ.on on a few export goods, developing countries
should attempt to diversify their producticn structure - based of
course on their ccmparativé advantage - rather than to rely on
improving existing traditional structures. In viewof the relatiifely
high'danand elasticities of J_nccme for manufactures such a strategy

should predominantly be biased to manufactured products. i

(g} Achieving lan accelerated industrialization process in developing
‘countries implies that the advan;tages of a specific factor endow-
ment can be exploited by specializing in the productioh' an& export
of raw matérial—inténsive goods., The whole potential for manufac-

- turing, however, has not been exhaus‘ted vet, and it is not likely
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that a realizaticon of the UNCI‘AD—Progra:ﬁne will help to induce

- these activities. There are two reasons for this notion:

(1) The stabilization of conmodity prices — provided it can be
achieved - on an artificially high level tends to discriminate
against indus_tries , including those which process natural

resoaxrces.

(2) Comodity overpricing creates additional adjustment pressures
in industrial countries which might slacken growth, thus
narrowing. the range for capital-aid for the purpose of in-

vestment. in the develcoping countries’ manufacturing sector.

- These wgﬁeﬁm fo:f a long time have been the "backbone" of Germany’s
strict refusal of the developing countries’ NIBO—de.mands.. The developing
countries’ constant efforts to blame Bonn for taking' a "reaétionary"
position and to politically isolate Germany in certain areas of the
Third World, together with Germaﬁy’s om perceptiori that Nerth-South

" Relations can probably not be solved by merely "showing off" the advan-—
tages of the market mechanism, might have been reason in the recent past
to reconsider this attitude. I't seems as if, by. pointing to the necessity
éf acknowledging "i:oiitical priorities”, the ranking of criteria within
the decision-making bodies micht have changed. Tt is quite in line

with the new concept that Gemany now principally seems to be prepared
to financially support iridivi@ué_l bu_ffer-stoc]{s and to regaxd the
"Common Fund" basically as a "clearing pool" for the individual commo—

dity agreements. Other menber. countries of the EC, hosever, still are
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willing (if one can rely on oifficial statements of delegations) to

accep‘&_the developing countriés’ "maximum dé.mand"—approad'l.

- IV. Summary

In sumnarizing the findings of thié paper it can be concluded, that -

-in-a-narrow sense - there has been a rather hicjh- degres of congruency

of development policy cbjectives between the Eurcpean CcmmunitY and
Germany. BEvaluating ﬂ'ie development policies, however, shows that the
EC as well as Germany clearly damage their. cwn long-term economic and
political cbjectives by pursuing policies which are motivated with .
short-term arguments; this holds especially true for the field of inter-
nétionai trade relations. As far as the more fundamental issue of-
Vshaping the future wdr'ld eccnany is concerned the picture is even

more diffuged: 'T‘ne CGerman Federal Republic has taken a strong, puristic
market—econany-stand fram thé very beginning; in the course of the
discussicns she has attempted to prevent the Cammunity to jointly agree
cn a system where the Mket mechanism is replaced by an ex—ante
co-ordination of ;i__nves’ment.decisions.between goverrnments. In tl'.le meanu
time the German position has changed; parallel to the emergence of a
more sceptical attitudé.in other EC countries with respect to supporting
the creaticn of a glcbal ‘system of administered markets (without a
residual world market which could take the function of a valve for

excess production). the German position has become more pragmatic by

' ::)ffering campramises in varicus hitherto rejected proposals. Furthermore,

it seems that the developing countries’ political pressures on Germany
have induced a fundamental reconsideraticon of basic criteria of decision-
-making, giving more emphasis to political rather than econamic

priorities.
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0. Introduction

The question assigned to me in this paper was formulated
as "how and‘whéther the evolution of EC policies or other effects
resulting from the formation of the Community have modified the
structure of Germany's economy. Moreover; how has German policy
responded tq the formation of the EC”. | -
In such generality it is quite impussible-to give eonclusive
‘answers. First, the question of the impact of the EC on the German
eccnemy depends on what would have hapbenad Dthefwise.‘ Mest ahaly—
ses take the status guo as benchmark, but it is not unthiﬁkable that
Germany would have liberalized unilaterally its foreign trade. Still
ancther reasonable_hypothésis is that teariff concessions within GATT
would have liberalized world trade much more without the EC than with
the EC. A second difficulty for finding adeguate answers to the ques-
tions asked is that what one would like to know ultimately are the ef-
fects on the welfare of German qitizeﬁg' of the fecrmation of the EC.
" Thus, to show for example that tariff reducticns for trade within the EC have
increased intra-EC trade is not enough for proving that there are eco-
homic;gains. But to track down the weifare effects of many policies
is pot an easy task. Unfortunately; the difficulties do not end here.
Industrial policy covers such a wide range of acticns that one cannot

analyze all of them in detail. It is also not obvious how to delineate
industrial policy since most policies have effects on industrial

structure and performance.’

Industrial policy is generally defined as a set of policies that
~deal with market imperfectibns, usually in a specific and discriminatory
manner in contrast to macroeconomic policy. The goal of industrial

policy is to assist Ilndustries in various ways. The motivaticn be-
hind this goal may reflect concern with welfare of the country.(fU11
employment,rapid growth) or with welfare of some interest groups
[capital owhers, workers in a particular area, stc.). By this defini-
tion, policies such as reglonal, social, and labor market policies ‘ara

examnles af industriel policy.



1. Germany and market integration within the EC

The Rome Treaty layed out a step-wise process of integration
from a customs union via an economic union toward, eventually, a

political union.

The customs union had been achiesved, through several steges, by

1958. 1% represents a geograﬁhical area where goods circulate without any
tariffs being imposed on them. With respect to trade with non—member coun-
tries there is a common tariff. A common market would require, in addition,

"+ that there be no discriminatory measures applied to producers
from the different countries of the EC, such a subsides, differential
tax treatments, etc. In the present section we shall assume the exis-
tence of a common markst and discuss somg problems, related to this
assumption,in the next section. The reason for this procedure is
that tariff policy by its own has created a customs unioh while other
measures of industrial policy are necessary to achisve the common

market. ' ' | .

Creation of and gdherence‘to the EC has always been supported
by German governments for primarily political reasons. Economic con-
siderations have been clearly secondary. The participants of the
Spaak-Committee expressed however the conviction, shared by German in-
dustry, that a common market would be highly beneficial for Germany .
in economic-terms. This was one of the arguments used hy France to

obtain compensation through an arrangement for agricultural products.

Whether or not the Common fMarket has been beneficial for Germany
or for German industry depends, amoung other, on what one considers
as the adeguate basis for comparison. The Mipister for Economic
Affairs of the 1950's, Ludwig Erhsrdt, was never a stout supporter
of the EC on economic grounds. He rightly defended the Qiewpoint
that world-wide trade liberalization would not only be wélfare supe-
rior_for the world but also fer Germany. Worldwlde trade liberali-
zation may have encountered greater difficulties than formation of. &
Common Market for Eurcne end ane may therafore consider this altarna-
tive as one that would not have been fully realized. However, econo-

“mists are able to show that even unilateral teriff reductions are

e
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welfére superior to a customs union .’ It was thérefore considered
ééfe to argue that Germany's membership of the Common Market could
not have been motivated primarily by reasons of economic efficiency.
However, had the Common Market provided a solution inferior to the
status quo it would be difficult to bélieve that no major interest
group objected to joining the EC. In particular, since German
industry supported strongly the EC one would expact that at least
industry counted on substantial gains. It seems therefore worthwile
to look at the possibie gains ar losses for Germany and German indus-

try and their distribution among factors of production.

Tradltlonally, analyses have been Focussed on static effects .

that are due to improved efficiency brought about by a reallccation

of resources. They shift. the growth path without, however, affectlng

the growth rate._ Let us start with this argument.

"withih the EC domsestic industry_is not protected anyméré from
competition arising from other member countries. More efficient
producers might be expected to capture market shares of less efficient
producers. Going back to Viner one may distinguish trade creation -
where production shifts from one community country to another and |
trade diversion where production is deplaced from a non—member-coun—
try to a member country. I illustrate the argument for the case of
trade creation, and for a particular market. '

_[1JA discussion of this issue, and the relevant references, can be
found in Krauss {1972]. Agains this view one might, however,
argue that trade liberalization does not give as much assurance
against reversals to protectionism as doess tha £C, so that the
two altarnatives ara not directly Lumparab1ﬂ Furtharmaors, the
objective fas not bazn to create a customs union, but

a common market with all other discriminatory measures eliminated.
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price

P(1+t)

o

Qqéntity‘

Fipgure 1

Figure 1 depicts demand of and supply for a particular pfoducf in
Germany. . Suppose that béFore creation of the EC imports from other
EC countries are offered at a price p, on which a tariff rate t
was imposed. Domestic consumption is equal to C, preduction occurs
at B and the amount BC is imported. In a Common Market imported goods
are offered at price p.' Domestic consumption increases to D, im-
- ports to AD and production drops to A. .

What is the gain from integration‘? It is the sum of the two
hatched triangies, since pért of what conéumers gain:is compensated
by a loss of producers' surplus (o} and a loss of tariff revenues

8).-

Thus, increased competition leads to a reallocation of resources
in favor of more efficient producers. Moreover, this leads to a

redistribution of income from industry and government to consumers.

There are at least two disturbing facts about this:-analysis.
Gne relates to the sizs of the gain from integration ; fthe ociher
to income redistribution.

P
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Empirical studies of the trade creation, trade diversion

effects all reach the conclu51on that the gain is inferior to

1% oF GNP for the EC and for any individual country[ ) From

Figure 1 we obtain soma idea why these gains ere insignificant.

We can compute the surfacelof the two triangles very easily if

we assume that the slope of the supply and demand curves are © . =n

ident?cal. In absolute terms the results will not be much effec-
ted by a violation of this hypothesis. We now simply have to
multiply the increase in imports due to the formation of the EC

with Ehe tarlff rate and divide by Z.

7|Préwo (18974) has estimated that by 1970 trade creation was

| : .
~completed and amounted to 40 % of total imports. Applying the

average tariff rate of 10 % (before joining the EC) and dividing
by Z!Dne'obtains 2 %. This figure can be related to GNP by mul-

tiplication with the weight of imports in domestic absorption.

0,

Thls’has been between 20-25 % in Germany so that we obtain 1/2 % or less of

GNP. Prewo’s results are rather on the high side compared to
othags. On the other hand, had I taken an effective protection
rate|this would have amounted to 15 % rather than the 10 % of the
average tariff rate. . Anyhow, the gains seem fairly small and in-
sdff?cient to warrant integration efforts.

'.How has Germany fared compared to parther countries ? Accor-

: ding‘to Prewo German imports increased more (in relative terms)

than Dutch and Belgian imports but less than Italian or French.
Thisiis due to the fact that German tariff protection before 1958
was intermediate to these two sets of countries. Hence, the gain

from trade creation was roughly uniform for all countries.

Within Germany who benefitted from trade creation ? According to

: Figdre 1 consumers gained while producers lost. How then is it

possible that industry supported the EC while consumers had no par-

, ticular_attiﬁude ?

(1) Baldsaa {1975, p. 1151 arrives at .15 % of OGNP. Miller and

Spencer (1977},using a general equilibrium approach, arrive
at 0.15 % for the UK

*fﬁ;
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I thinﬁ several important aspects for the assessment of
: [ : ‘ ‘
gains for a particular country are neglected in Figure 1 and

some of them also in the literature.

(i) I have dnly talked about trade creation. It is often
argued that the iﬁterest'of German industry consists in trade
diversion. Since some of the most important éompetitors of
German industry are outside the"EC {USA, Japan, Canada, and
until 1973 all EFTA cogntries]_the Common Market discriminates
in favor of German ilndustry. Simiiarly; the Common Agriculturél
Policy discriminates in favor of French agriculture and to the
detriment of overseas-producers. I tend not to give much weight
to this argument. First, the structuresof EC economies arequite
simiiar 50 that~there is a high degree of competition. JSecond,
for most. manufactured goods the common tariff does not provide
significant protection. This Qiewpoint is also supported by

the empirical studies that reach the conclusion that there

has. been very little, if at all, trade diversion for industriallproducts.

(ii} When the overall gains for the EC are computed it is
sufficient to analyze imports under the assumption of a given
price. When we look at one country we have to consider exports
as weli. Resources that are deplaced by import competition are
.being absorbed by these industries, or product lines, that increa-

se-exports to preserve trade balance.
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Figure 2{al) shows démand and supply in the rest of the EC. -
- Figure 2(b) demand and supply in Germany. For simplicity

suppose that tariffs before.forming'the EC were such as the

prevent trade. The price in Germany is then P, the price in

the rest of the EC PR' Elimination of the intra-EC -tarif¥

now leads to exports from Germany to the rest of the EC at the

equilibrium price PC. The net géin for Germany is equal

to the hatched triangle. German consumers actually experience
~ ' a drop in welfare that‘is,rhowever, exceeded by the gain of

- German producers.

This elementary consideration is important because it pro-
vides at least partial answers to the two problems posed by the

previous analysis.

First, the overall welfare gain for Germany s not adequa-
tely measured by looking at imports only. We have to add gains
accruing at the export side. They are equal to the increase in
exports induced by intra-EC tariff reductiﬁns (AB) times the
increase in Germah export prices due to 1afger supply, divided

by 2. The gain obtained on the import side may then be doubled.

But even then, the total gain is still fairly small,

Second, and more importanf, income is redistributed toward
" producers. However, Siqpe German industry loses on some products
and gains on othersit is not possible to establish whether it rea-
lizes net gains. At any rate, they cannot be substantial so that

we still need more convincing reasons.

(iii) So far it has been assumed fhat demand and supply cur-
ves are unaffected by integration. This may be a useful assump-
tion for demand but not for supply. We may distinguish two types
of e?ficiency ; allocative efficiency (i.e., how rescurces are
attributed to different activities] and X-efficiency. The latter
concept applies to the organizational efficiency within firms.

It is irdeed often argued that markat integration does sliminatsa

1

ct3s and the bsst nro-

3

[

i

slack, forces firms to search for new nrod
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duction methods, etc. In other words, the supply curves in
figures 1 and 2 shift downwards, increasing therefore producer

surplus. This is shown by.the hatched area in figure'3.

price A

o
quantity

. Figﬁre 3

Similar gains may also be realized on the export side where they

- would also affect extra-community trade.

It is difficult to.obtain numerical estimates for'this gain
in proﬁuctivity. Baiassa (1975) uses an estimate by Walters (1963),
according to which in the first half of the centrury a doubling
of inputs in thé‘U.S. nDn-agricuitural sector was accompanied by
an approximately 130 percent increase in cufput. This estimate
includes the effects of intensified competition and of economies -
of scale. Balassa then calculates a 2.3 percent of GNP gain for

the EC. T consider this estimate too high for Germany. First.

L U S A TR - U Ll
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the German market and available export markets even in the ab-

seﬁce of the EC, are large enough to allow German industry to

fully exploit potential economies of scaleE1JThere are a few
exceptions such as nuclear energy, aircrafts and computers-but

for those products an integrated harket does not exist anyhow.

Second, with regard to X-efficiency, the gains are certainly substantia-
lly lower for German inaustry than for the French and Italian
industries. Gérmany was less-tariff protected tﬁan thase coun-

tries, has been less interventionist on internal markets and

less defensive to foreign investments. Due to this more liberal

environment competition on most German markets has been fiercer

than in Italy and France, allowing less slack to exist.

Thus, we have again to add something to the total welfare
gain - a gain well below 2 %. In figure 3 it is assumed that
foreign productivity remains constant. If this is not the

case then both domestic consumers and producers benefit.

{iv) Another possible source of gain is following. Suppose

that due to rigidities and distorsions in the ecoromy thé‘valge of the margi-

nal productivity of factors of production is not equalized throughout the
BCONOmy. - For example, unskilled sgricultural workers tend to

earn less than unskilled construction workers. Now , those sac-

tors where value-added per unit of capital is lowest are the most

liable to see their activity reduced through integfatioh. If we

assume that the emount of labor and capital released in figure 1

is used to expand productién in figure 2(b) then this argument

amounts to saying that the area under the supply curve with base

AB in figure 1 is less than the area upder the supply curve with

-base CB in figure 2(b). Total value-added thus would be augmented

increasing Bither the resl wage rate or profits, or both.

1 v v 1 2 [ h] L3 N ' . ]
£-Jﬂullar and Hochreiter {13753 show that in all industriss of

their sample total sales exceed saveral times minimum optimal
plant scale. .
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‘ Agaian am agnostic about the numerical impertance of this
argument for German industry51)within industry there are fewer
distorsions in Germany than in most partner countries. And pre-
cisely in those sectors where productivity is low no significant
change has occurred. For example, a shift Df resources from agri-
culture to industry could have significantly increased value-
added. But this shift is being preventéd by national support po-
liéies as well as the Common Agricultural Policy. Other examples

can be found such as the railways, naval construction, etc.

(v) Integration allows a higher aegree of specialization. If
comparative advantage leads to & resource reallocation toward those
industries that are fast-growing then integration angcts not only
static efficiency of the economy hut'also its growth rate. Balaséé
(1975]) shows, however, that there has been very little inter-indus-
try reallocation of resources (but substantial intra-industry real-
locationsl”in the EC. In section 2 i have a closer book at indus-
trial structure and show that the share of fast-growing industries
has not increased in Germany since 1958, in contrast to what hap-
pened in other countries of the £C. It seems therefore that féal—
Ilocations may not have had a significant impact~on the growth rate-

which has been fairly low in Germany since the mid-sixties.

-(1]Gains could be somewhat larger if increased international compe-

tition reduces also monopoly power on domestic markets. In
view of the probably minor effect of the EC on competition in
Germany and the well-known insignificance of those welfare gains
the results would not much affected. Moreover, optimal firm

size adjusts to larger market size. The increase in concentration

has bzen such in the EC that it is not clear whether market power
has really been reduced. '
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{vi) Résource relallocation through higher competition shaould
obey the dictates of factor-proDDrtioh theory., - Since Germany is gene-
rally considered as a capital-rich country tﬂe Sfolper—Samuelson theo-
ry implies that real rates of return to capital should have benefitted
from intra-£C trade liberalization, to the detriment of wages. As I

shall argue in section 3 labor immigration had similar effects.

Although no counter-proof of these propositions, Table I shows
that profit-rates .in most industries follow & downward trend since 1958.
Other phenomena, such as higher competition, increasion union power,

and increased taxation may more than offset the above arguments.

(vii) Formation of a Common Market also may “have affected the terms of
trade. Petith (1977} situates the terms of trade gains for the EC
between'D.B and 1.0 percent of GNP for the EC. It is easy to show
(see Petith, p. 266) that the largest terms of trade gains Eelong to
the members that are either small or had the lower initial tariffs.
An estimate for Germany is thus well below these Figures and can be

considered as insignificant.

(viii) Integration effects on investment and saving are often
mentionned in the literature. I shall not review them since no strong -

theoretical argument or empirical finding is available.

However, in Table fithe evolution of investment from 1958-t0
1970 is shown on a sectoral basis. This evolution is, of course, also
due to other factors than the EC. But, at any rate, investment rates
in most secters have declined, sometimes subsfantially, from 1958/864
to 1964/70. Also the rythm of replacing labor by capital has slowed

down (we return to this problem in section 3).

(ix} In order to show the inferests for industry to join the
EEC it may be more relevant to compute gains relative to industry's
sharg in GNP than relative to GNP itself. This share is roughly equal to
50°% so that all results should be doubled to obtain tha relavant gain
for indﬁszry. Adding (i) to (viii} then yislds a non-negligeablis per-

centage of value-added by induscry.
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(x) The customs unicn was only considered as a step toward

an economic union. German industry mighf'haue ekﬁécfed
| that pol%cy makers ,at the EC level will understand ahd represént
the interests of industry as has been the case in the national frame-
work. Th% benefits from a Europeaq representaticn in international
issues su%h as trade agreements, north-south dialogues, etc. are like-
|

ly to be substantial ; of similar importance is the harmonization of ‘the

internal business climate and the soocio-legal framework.

3

|

From this discussion I derive the following conclusions.
There aré overall gains from integration. The traditional calcula-

" tions of! static reallocation gains is Cértainly an undersstimation
of those?gains and falls to show what motivates German industry to
suppart %he EC. I then argued that there are a variety of possible
addition%l gains for German industry,some representing income re-
distribﬁfion toward industry. Hence, the gains for German industry
are quite substantial so that it is easily understood why industry
was favorable to joining the EC. However, adding up all possible
gains still does not yield impressive sums for the German economy .

It also seems that while the adjustment to an integrated market was

less paiﬁFul to the German industry than to others, because structure
and perfﬁbmance wés high at the Dutqet, the gains cannot exceed thpse
of Dther;poﬁhtriés'ﬁ. Moreaver, singe I discarded the trade diversion
argument;for German industry, a free trade érrangement {multilaterally

or,unilaﬁerallyJ would have been still hetter.
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In the preceding section I have arpued that the gains from
egration of product markets cannot have been substantial for
although more important for German industry. The arguments
be extended into two directions. First; increased competi-

d reallocation of economic activity is sometimes painful |
tly. We have therefore to discuss changes in economic struc-

d the policy measures aimed at easing the'adjustment process.
more than a customs union has beenrachjeved by Eurocpean in-

1 policy. Factor market integration is relegated to section 3.

nestlc or EC lelCleS are discussed in this section,

2.7, Changes in industrial structures

inter-i
disappe

this is

As mentionned already in secition 1 the EC has not led to vast
wdustfy shifts. In no country have we seen entire industries
A due to lower productivity than elsewhere in the EC. Partly

due to defensive measures taken by governments. Althoughfthe

Rome Treaty allows for such measures to ease adjustment the extent to which

natlonal governments have recourse to such policies is clearly outside the
splrltOF the Rome Treaty.

" tions a

SO that

leading
r

is in t
with in

out wit

-spebial

Another reascn is that, in general, technology, factor propor-

nd market structure vary substantially from product to product
relative competitiveness also varies from product to product,

to intra-industry speciaslization. The speed of adjustment
his-case much higher and the cost substantially lower than
ter-industry specialization. Reallocations can usually be carried

hin existing firms and at existing locations.

In the late 50's Germany had already a widely diversified and

ized industrial structure with heavy concentration in fast-growing in-

dustries (automobiles, chemicals, machinery, electrical equipment). The struc-

ture of

Germany

other countries, less diversified initially than those of

and less concentrated in fast-growing sectors, moved during the

60's and 70's much closer to the German structura. This means that more

importa
importa
much mo

an gver

nt inter-industry shifts occurred elsewhere than in Germany. The
nce of certain sectors such as steel, or automobiles has risen
re rapidly in Italy and France than in Germany. Table IIT gives

view for broadly asggregated groups.
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TABLE III

Contribution to domestic value-added in 18630 and 13873
at constant prices of 1970

s e i P g e

BN Cfem it T g

1960 ‘ _ 1973
D F I GB NL B D E I GB NL
1. Agriculture 4.1 8.9 12.3 2.8 7.5 7.8 3.1 5.8 7.8 2.9 6.1
2. Energy 5.0 5.5 L,6 5.0 - 3.8 4.5 L.g 6.6 6.1 L.86 6.2
3. Intermediate 7.2 6.1 5.2 5.4 4.5 6.5 |. 8.8 3 7.2 6.3 6.8

products - ’ : ' . : _

4, Investment goods 16.4 9.1 6.3 12.8 '.‘ 9.0 5.7 16.8 12.9 -. 8.0 13.1 - 8.6

5. Food, drinks, 5.6 5.6 5.3 3.1 5.7 5.8 5.5 T 4.5 3.2 5.1 5.
tobacco ) . : o ' _

6. Consumer goods . 9.0 8.6 7.7 8.1 | 7.1 7.6 - 8.8 8.1 8.5 8.0 6.1 8.

7. Construction 8.2 8.4 10.4 6.6 5.9 3.4 8,2 9.6 7.5 6.8 . 7.4 7.
Services 4L.5 47,8 Lg9.3 56.0 55.5 53.2 yi,1 45.1 50.2 55.1 52.6

[

T e e+ I ET

Source : Expert report to the EEC (1878)
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Anocther way of showing the changes that occurred in the EC
{but not necessarily due to integration) is to calculate an indi-
cator for sectoral adjustments. 1In a réport to the Commission
a group of experts has calculated thé following indicator(?l,The
difference between the contribution te GOP in 1960 and 1973 is
calculated for different sectors. Their arithmetic averages are
taken asiindicators for sectoral adjustments. If sectors are
broadly aggregated {11 sectors) Germany shows by far the lowest
adjustment. On the basis of 25 sectors, however, the UK drops
substantially while the German indicator increases to the level
of the UK. This can be interpreted as follows : in broad catego-
ries the structure of the German economy was much more adequaté

in 1960 than those of. other countries. Fewer adjustments were

necessary-but it is also likely that leadership has been lost through

‘reduced dynamism and a lack of innovation. However, within broad groups

the German econamy has been more flexible and adjusted more than, for

example, the U.K. economy.

In the same study a distinction is made‘between fast-growing
industries and others. Are considered as fast-growing those whose
average growth rate from 1860-1973 has been superior to the average
growth rate of the economy by at least 30 %. This group consists
for Germany mainly 0? petrol, chemicals, precision instruments and
computers, plastics, gas and transport equipment. A comparison
with other EC countries (based on their proper fast growing indus-

tries) is shown in Table IV. -

Table IV reveals that France and the Netherlands were able to
increase most the share of the-exports of fast-growing industries in
total exports. Particularly striking is the increases of those im-

ports that compete with the Tast growing sector in Germany.

" This reveals again high compétitive pressure and pradual eli-

.mination- of structural differences in the EC.

-2.2, Industrial policy in Germeany

Structural changes in the EC have not been the pure result of
market forces but have also been influenced by policy measures. Two -
useful distinction may be considered : defensive vs, activating poli-

cies, and national vs. EC policies.



TABLE IV

18.

Production, exports and imports of fast-growing sectors (currant prices)

GERMANY
FRANCE
ITALY

u.K.
NETHERLANDS
BELGIUM

1963 1970

Value addedx Exports Imports Value addedx Exports Imports
28,2 41.8 19.8 37.1 47.1 37.5
33.2 35.8 32,5 39.3 43.8 47.7 .
30.7 33.4 37.8 36.4 35.3 43.9
30.2 39.4  25.6 35,5 40.6 35,8
28.2 44,1 44,7 37.8 52.9 48.1
38.8 66.8 54.8 66.1 69.5

64.4

¥ Value-added wtih services and constrﬁctions excepted.

Source : Expert report to the EEC (1978).
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| ,-.___In particular France and Italy.have had récourse:;o defensive:
measures in order to alleviate some of their industries %rom increased
competitive pressuré and give them enough time (2} to achieve their
adaptation. .Individual measures will not be discussed here sihce

imagination sets no limits to policy makers in this area.

~In Germany, due to a relatively high degree of competitiveness
and the basically market-oriented philosophy of the government no
sizeable defensive measures have been taken[?) Exceptions fall outside
of my subjéct definition. One exception is agriculture. The others
are the sdﬁports given to the coal-industry, ship-building and texti-
les. Problems of those industries have not, arisen from o
market integration within the EC but from outside competition (over-

seas coal and oil, Japanese shipbuilding, etc).

Industrial policy was used in Germany, as elsewhere, to assist
firms in "future” industries. Three major tools have been used :
subsidies of various kinds, support of R + D, and support to econo-

mic concentration. Let us start with the last approach.

‘Servan-Schreiber was perhaps the first to argue that one'@éy
of taking up the challenge of U,S. industry would consist in concen-
trating economic activity in firms of a size comparable to the large
U.S. firms. He saw in the EC the chance to pull resources in diffe-
rent European countries together to rival eventually U.S. companiesE
To an economist these arguments have always been suspect since size
does not often correlate with efficiency. On an a priori basis it
is quite obvious that, at least for Germany, domestic markets and
export outlets are sufficient for firms to attein optimal size.
A process of increasing concentration bas, of course, oceurred in
Germany, partly to adjust to a larger market, but it is doubtful- that
beypnd that this has increased performance. This doubt is supported
by an empirical study of the effects of concentratibh {ﬁ'%he EC by
Jacquemin-and Cardon (1973) who canclude that "the actual increase in -
gconomic concentration does not bring superior results in terms of
profit or growth rates along with it”.
[1)An0ther reason'may'be that German industry enjoyed during the 60’s. »

already the macroeconomic advantage of an undervalued exchange rate.

(2)

An example of how size and efficiency are being married provides
the following guotation from Mahotiére (1970) p.73 : "The Common
Market's best performance is in motor cars, where Fiat, Velkswagen,
and. Renault/Peugect come immediately behind the three American

-~ gilants, ...’ :
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Italian énd French governments have frequently orgahiZEdior,
favored, mergers. So has the German government, but only in a very
few cases - perhaps because mergers and internal growth of large firms
have been high even without aid. One example is Ruhrkohle AG where all
former coal companies were merged together. Another example were the

(partially unsuccessful) efforts to assist creation of a patio-

nal oil company. At present subsidies to the aircraft industry
| areltied'to the recommendation for_the two major producérs to join

“ hands. In all these cases quite defensible economic reasons led

to.those interventions. Thus, with few exceptions, the German

.| ' government consistently continued to believe in market forces.
This also applies to take-overs of German firms by foreigh enter-
prises, sometimes even in "sensitive" areas, such as the take-over

of Deutsche Erd8l by Texaco which was not opposed by the government.

. Not only did German governments not believe in Servan-Schreiber’s
. policy récomhendations, quite to the contrafy, German competition
laws are, by European standards, quite severe and the .Kartellamt
has shown itself vigilant. The Kartellnovelle [19731 has introdu-

ced the possibility to control mergers so that articles 85 and 86

R A B A

of the Rome Treaty, eventually amended for control of mergers as
" proposed in the Memorandum of 1973 would not increase the severity

of.competition laws for German Firms,.

B . A JE AN

A second approach consists in subsidizing industry. Instead
of discussing various forms of subsidization I shall use the concept
of effective protection. Donges et al. have computed the e?fective
protection rates shown in Table V[?] These rates take account of

tariffs; subsidies, indirect taxes, depreciation rates, etoc.

Table V yields the following information with regard to imports
from the EC. Only two sectors enjoy high protection : non-ferrous

metall founderies and producers. Particularly insignificant is pro-

[1)The farmula for computing the total effective protection rate can

be faund in Donges et al. (1973 ), p. 81.
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4
tection for investment goods. We may conclude from these computa-

tions that for producers from other ECcountries access to the

German market has been completely liberalized.

~ Such a conclusions would not held for third countries. Pro-
tection rates are very high for somz induystries (aircraft industry :-
73.2 %, oil refining : 168.4 %, coal mining : 123.8 %). While

protection has decreased for EC trade, protection from imports from third-coun-

tries has increased in most industries.

_ A third way to assist indﬁstry consists in financing R'+“D.
Public expenditures on R + D increased substantially from 5.8 bill
DM in 1968 to 12.2 bill DM in 1974(?} Three sectors of the economy
have most benefitted from this aid : computers and telécommunications,
energy, and aircrafts. Due to varying forms of support (research
financed at universities, subsidies given to firms, government pur-
‘chase of outputs]'it is, however, difficult to make sense out of
these figures and compare them_internationally or assess‘their ef-

fects on growth.

2.3 European industrial policy

Industrial bolicy is not explicitly covered by the Treaty of
Rome. A comprehensive treatment of industrial policy had to wait
until the Memorandum on-IndUStfialfﬁoliCyi , 1970.and for the Summit
meeting of Paris in 1972 where.the'necessity of a common industrial
basis for the Economic and Mbnetary'Union was stressed rHowever, the
global approach of the 1970 Memorandum was already abandonned in
1872, partly due to the political difficulties of such an approach,
partly due to some unrealistic aspects. 1In 1872 it was already reé—
lized that the fear of the American Challenge was overrated and that
some of the measures proposed were of dubious effectiveness. In
particular, the negative effects of ihcreasing concentration of eco-
.nomic power received more attention while the importance of competi-

(1]Bundesforschungsbericht'V, p.81.
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tion and the efficiency of small and medium-sized firms for activities
such as R+D became better appreciated. The need for a more rigorous
competition policy, rather than exclusive relience on industrial

concentration was stressed.

In the action program of 1973 ["Spinelli—Memorandunﬁ the part
of active industrial policy was correspondingly much reduced and
mostly confined to aid in future technologies and in sectors with

serious adjustment problems (naval canstruction, textiles, etc.).”

The German government’s view on the role of European industrial
policy has been very different from those held by several partner
governments and has shaped to a large extent the final form.of the
action program. The German government has supported any pclicy
serving to reduce trade obstacles within the EC and to increase the
degree of,integration. Fall under this ieading policies such as
harmonization of technical and legal prescriptions, public orders,

competition laws, and improved control of public subsidies. -

As far as active policies are concerned, the German government

objected to most of the initial proposals of the Spinelli-plan such

as EC guidelines for investment projects to base structural change on
arcommon strategy;declaration of investment projects in critical
sectors to the tommission to allow elaboration of recommendations,and '
increased financial engagement of the EC in "priority” or "critical”
sectors; creation of a European export-import bank, etc. The basic
reason for this attitude is iherelétivélysﬁronger‘belief in market
forces and the distrust of bureaucratic interventioﬁs by the EC that

prevails in Germany compared to some other European countries.

Turning now to specific issues, the choice of high-technology
sectors for action on the level of the EC suggests immediately com-

parison with national programs.
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Howevef, European industrial policy has been particularly:
unsuccessful in this respect due to lacking committment by partner
countries. - Neither has the Commission been able to make precise

proposals, nor have existing frameworks (e.g. Euratom) been adequate.

Also gove;nment assisted private plans for cooperation failed
(computers). Those projects that have been realized are inter-
governmental arrangements, indepéndent of the EC. Whether these
realizations (Airbus, Concorde, MRCA, etc) are success stories is

- still doubtful slthough for European countries to_remain in these
markets of advanced technology it may be necessary to socialize

the short-run losses of these projects. A Common European Policy
would certainly be pfefetable, in this respect, to bilateral arran- .
gements, but agreements on such projects are very difficult to
achieve. The German Government has, in general, a very positive
attitude toward bilateral or multilateral projects but not to the
extent where it would ignore costs.’ With the exception of Concaorde
{(for good reasons) the'German governmeﬁt has been participating full-

heartedly in all major projects,

An implication of the Servan-Schreiber thesis is that
within the EC,firms from different countries should merge to
approach American sizes. Such a viewpcint is also expressed in the
Memorandum on Industrial Poliey (1970). Few transnational mergers
have occurred, however. Nor has there been a wave of important
take-overs. The major examples of mergers of German firms with
firms in other European countries are Agfa-Gevaert, Hoesch—Hobgovens,
and VFW-Fokker, German industry has invested in the rest-of the EC,
but less than overseas. This is easily understandable since the ma-
Jjor reasons for foreign investment seem to be lower factor costs '
and overcoming tariff and transport barriers. On both accounts there

is little reason to invest in the EC., The major foreign investors in

.Germany are the U.S. and Switzerland. No noticeably increase of investment

by partner countries can be discerned.

Transnational mergers are still formidably difficulty. A Euro-

pean Company Law certainly would help but would not maks all difficulties

disappear. Resistance of national goverments, organizational differences, eic-

would still have to be overcome.
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Recentiy,'the Commissinn represented by Mr Davignon has been

Very active.ih suggesting solutions for industries that are particular-
ly affected by the current recession. The basic idea here is not pro-
rgress throug% concentration as above, but orderly retreat and adjusf—
-ment through-cartellisafion. The German government agreed to the mea-
sures taken for steel and textiles with severe reservations. It~ strongly
‘objects taking these cases as examples for other. The government
accepts: the idea of a truly temporary emergency measure but believes

that industrial restructuration should not be prevented and that the

1.

most important motor for industrial adaptation is competitionf.

2.4 Germany's attitude vis-a-vis and influence on EL policy

Unlike several other European countries Germany has emerged
:afterﬂdrld War II as a relatively[Z]market—oriented economy. Perhaps
surprising to those who look at a market economy'sceptically, econocmic
performance has been relatively high and relations among social part-
ners are better than in many other countries.

"This success has led Gerian governmentﬁof‘different party com-
positions to adopt a fairly liberal attitude. They have been persis-
tently in {avor of increased market integration and improved competi-
tion but equally persistent in their scepticism toward EC dirigism

and protectionism. ' |
) The basically liberal attribude has been influenced by two
other factors that are at least as important. 0One is the distrust
of the EC buresucracy and fear that Germany will lose control over

its own economic environment and its own fimancial resources. Indeed,

[1]Memorandum der deutschen Delegation zur EG-Strukturpolitik in der

gewerblichen Wirtschaft R/1068/78, May 3, 1878. A
"Die wichtigste Triebfeder zur Anpassung Uberholter Strukturen ist
der Wettbewerb auf dem Markt. (p.3}.
"Keinesfalls aher darf eine Branchs nach der anderen erfasst und
reglementiert werden. Die Regelungen im Stahlbereich dirfen nicht
zum Muster fir Eingriffe in anders Branchen werden. [p.BJ).

t2)
I]'F\’e1:3t3‘.\.fely” since the public sector is as important in Germany
as, on average, in other EC countries. Protective measures as
well as intervention policies exist, of course, as well,

O SR USSEEUN P SV S P S - -
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the original Spinelli-program with investment priorities elaborated
by the EC and ?inanced out of a centralized fund, would have had
these implications. Germany has so?ar resisted domestic investment
contrel proposals, and for even better reasons European proposals

along that line.

A second reason relates to the policy horizon (atlantic or
world) that induces German governments to give sometimes greater
weight to third countries. The sceptical attitude toward"orderly marketing
agreements” 1s founded not only on welfare considerations for German
consumers but is mostly motivated by the negative impacts on our
relationships with the U.5. and the less developed countries, and on .
world trade in general. In this respect it may also be worth peoin-
~tipg out that the importance of the EC as a trading partner has
diminished over the iast years; as has trade with.the U.S. (see
Table VI. |

“Although German governments have been dpposed to economic
dirigism and SpECifiC-CDntPOlS they have recognized that the diffe-
rences in economic development and regional problems in Europe re-
qUire action. To prevent rising protectionism and disintegration
of the customs union support has been given to a more comprehensive
regional policy. The recent proposals for monetary integratibn are
motivated by similar considerations. | |

I consider this generélly liberalfpro—market attitude as the
most important contribution of Germany to and influence on the EC.
Without this attitude the evolution of the EC would have been subs-

tantially different, and in my opinion, érroneous,

This attitude gives, 0% course, frequentlylrise to confronta—.
tion., Germany is often made responsible for the lsck of a European
industrial policy. Recently, the Minister for Economic Affairs,
Count Lambsdorff, became seriously attacked by the British and
Belgian Ministers for Foreign Affairs, Owen and Simonét, when he

tried to prevent higher protection for shoe producers in the EC.
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TABLE VI
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LBC'S

'Imports Exports
1970 1877 1870 1977
EC 49.6 48.2 48,3 44.9
- USA 11.0 7.2 9.1 6.7
JAPAN 1.9 . 2.8 1.6 1.1
EAST BLOZ 4.0 4.8 4,3 6.1
0il produ- 7.7 8.8 2.8 9.1
cing coun- :
tries
8.4 . 10.5 9.1 8.0
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Mr Owen felt that since Germany has fewer structural problemns than
partner countries, its liberal viewpoint cannot be a reference to
them, while Mr Simonet was of* the cpinion that liberalism belongs

- to the 18th centuryf1} . : .

Let me now summarize the results of this section.

A favorable initial structure of German industry may explain
why the EC provoked a iesser need for inter-industry resource shiftis
than elsewhere, But within industries substantial specialization.
occurred. The cost of this type of resource reallocation is, howe-

ver, much smaller.

A reduced need and a market-oriented attitude of successive

© government resulted in low-keyed intervention. Those interventions
that we can observe are mostly causedby factors lying outside the
EC. EC industrial pblicy, to the extend that it exists, has had

fio perceptible ifpact on German industry.

‘ With respect to transnational cooperation within the EC German
firms showed relatively seldom strong interest. Government provided
support in a few cases that were judged important for Germany's in-

- dustrial future. Tt is, however, uncertain whether these projects,

when realized, can be considered as pasitive.
I consider as Germany's major contribution its relatively libe-

ral attitude thus preventing bureatcratic solutions of doubtful econo-

- mic efficiency.

(13

"German attacks on EEC protectionism widens split over handling
crisis”, The Times, May 3, 13878.
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3. Labor Policy

Part of the realization of a Common Market consists :in
creating a unified market for factoré of preoduction, i.e., capital
and labor. For both factors integration is not complete but, at
least for labor (with the exception of some professions) an inte-

grated market exists.

Why is the integration of factor markets desirable ? The fac-
tor-price-equalization theorem in international trade shows that
funder certain conditions) factor prices converge through commeodi-
ty trade alone. Hence, one might be tempted to conclude that if
‘the objective is to egualize real incomes of factors of production

in the EC a Commen Market for goods would be sufficient.

I do not share this view entirely. First, there is a value
to be attached to the freedom of establishment and non-discrimina-
tory work conditions. Second, to the extent that the integration
ofcommodity markets is slow and remains imperfect, factor market
integration speeds up factor-price equalization. Third, if some
of the conditions upon which the factor-price-equalization theorem
résts are not satisfied (such és perfect competition everywhere]
then again factor mobility helps inrbringing about factor-price equa-
lization. ‘ ‘

However, no substantial migrations have taken place within the

EC.Germany has seen an important inflow of Italian:workers. Immigration .

from Dther EC countries, and emigratiocn from Germany, have been in-
significant (although the present authors sets an example !). The
importance of non-EC labor among.Foreign workers in Germany suggests
that labor higration has little to do with the EC. I believe that
‘Germany would have bad the same number of foreign workers without

an integrated labor market in the EC, with perhaps some Italian

substituted by Turkish or Yugoslav workers.

In view of a possiblé enlargement of the EC it may still be in-
tereéting to ask the question whether the foreign laber inflow has

- been beneficial to Germany and how high those gains might have been. It

is
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often ergued that labor-receiving countries exploit emnligration coun-
tries ruthlessly by taking their best lahor force away,not.paying
for the cost of their formation, not providing them with the same
social wage as domestic labor, and sending them home when business
conditions deteriorate. I shell:ncdfdiscuss-these issues that seem
to be very emotion loaded and void of strong empirical support.
Rather I will tfy to give an answer to the question whethér massive
immigration has been a good policy for Germany. I think not. -In
another study{1] we have shown that‘tﬁrough international trade
there was in 1972 less unskilled -labor imported, less human capital
exported and more physical capifal imported in Germany than in 1862.
This is contrary to what neoclassical trade theory would predict

for a capital-rich country {both physical and human capital) like
Germany. One of the main reascns for this evqluficn ﬁas been the
immigration of unskilled foreign workers. Thus, direct labor im-

- ports havebeen substituted for indirect labor imports via commodi-
ties. This has allowed Germany to maintain activity in relatively
labor-intensive sectors ingtead of forcing reallocations toward more

capital ‘and technolopy intensive sectors. It would undoubtedly

have been advantageous to accept this restructuration during theh
sixties rather than to face the problem with considerable delay now.
Germany would also naw be in a much better poéition Vié—é—vis less
developped countries : more labor-intensive products wollld be impor-
ted and less direct cqmpetikion with Gefmah export products would
exist. The undervaluétion of the deutschmark would have been reduced

through more rapidly rising real wages in Germany.

Clearly, immigration benefitted pfofits at least before the
recession (since real weges rose less than otherwise). Whether it
has been beneficial for the whole economy is doubtful ; current pro-
blems certainly are enhanced by the lack Df.structural change {made '
possible through immigration) and the presence of a sizeable foreign
-labor force in Germany.ﬂ The fact that inter-industry resource real-
locations bave been much iess important in Germany than in other EC :
‘countries, and that Germany haé become a slow-growth country, is

certainly related to the policy of labor immigration.

'E1JSteinherr and J. Runge (1978}.
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4. Conclusions -

I have tried to give a tentative answer to the guite difficult
question asked in the introduction : how has the EC and its different
policies affected German industrial policy and German industrial

structure ?

T tedaed to‘argue that neither the formation of the EC nor EC
pblicieé have had much effect on Germany. If the EC had not been
created welfare in Germany would be slightly lower in the status quo ;
moreover,the possibility of more generél‘trade liberaliiation would

have been available to Germany.

However, I have tried to show that indﬁstry in Germany benefits

from a number of factors, some allocative other distributive. Although

it is generally believed that Germany benefitted more from market

integration than others, this may not be the case. Germany's initial
structural efficiency and its large domestic market reduce potential
integration gains compared to initially highly protected and distor-
ted economiss (France, Italyl, or economies with a small domestic-mar—

ket (Belgium, Netherlands).

These concluéions imply that there are also economic justifica-
tions for Germény's entry into the EC., Even if the welfare gain for
German society is negligeable, some interest groups (capital owners
inagriculture and industryv gain subétantially. Noreovér, if the
present state of integration is viewed as intermediary to an economic
union, then the latter may provide an additional motivation. It is
indeed often argued that policy harmonization and control of the bu-

siness cycle provides substantial gainsf1]

(1)

See R. Cooper (1959].
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.What ihpact,has Germany excercised on the EC ?

I argued thé# the most important contribution has been

the liberallbconomic philosophy prevailing in post-war Germany.
This was instrumental for the Rome Treaty and for rapid progress towarq
realization of the Customs Union. Interventionism, attempts at
giving econbmic'ﬁlanning a more importanf role, and protectionism

in trade with non-EC countries have been constantly resisted by
German governments. This is particularly important in present times.
EC legislation, such as cbmﬁetition'lawaalso reflects strongly the

German viewpoint.

While many more cases could be cited let me conclude with
the following. 'Germany has made tﬁfough gxperiences with workers’

participation in industry. This experience, considered as generally

~ positive in Germany, and interpretéd as one of the reasons why dindus-

trial relations in Germany are better than in most other EC countries,
has led German governments to insist on participatory structures for
the European company law. It this view prevails industrial relations

in the rest of the EC could be very much changed.
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Bologna Conference: Germany & Europe

from: Susan Strange’

Germany and the World Monetary Syctem

There seem to me to be five possibler roles or postures which Germany might
play in the world monetary system, 1 would lika'to-start by sketching tﬁese
roles in rough outline; indicating those which have been ﬁdvocated by theorisis
and pl#yed_oh the world stage by policy-makers; those which have been advocated
or proposed but never been put into pr&_z.cticl:e; and finally those which have never
been clearly conceived or seriously contemplated.

I propose then to considef briefly what strong domestic constraints havé
go far lihited the choice of monétary roles for West German governments {(and
are therefore more than 1ikeiy to continue to circumscribe them in the future),
These internal constraints are very iﬁportant and cannot be ipnored.

| But no less impértant ére the externa; constraints of Gérmany's political
relations with other countries — especially, but not exclusively, the United
States ~ and the'dominant position (which?to my mind ;s-continuing 5nd un—
diminished) of the dollar as the fobal ﬁoint and pivot of the international
monetary system., I would like therefore to consider next the implications which
follo; from these external constraints, both for the general issue of inter—
' nationallmonetary order and for the particular question of the prospects within

the world ﬁonetary system .of closer European monetary union,

By these steps, I propose finally td'érrive #t_some-téntatiée conclusions
about which of the five roies'ogtlingd at the beginning would best allow Cerman
economic power 1o servé th§ future of Eurépean union, within the internal and
exfernal constraints which we know from experience to exist; and to suggest

finally some policy areas and some poliéy measures which might be considered
as necessary adjunct to such a monetary at;ategy of-aa méans of put%ing it

into effect.

QUESTA PLBBLICAZIONE £ DI PROPRIETA
DELUVISTITUTO AFFARI INTERNAZIONAL]



Five Roles in Search of an Actor

The five theoretically conceivable.roles are primariiy political rather than
economi¢ in nature., That is o say, they are distinguished from each other more
by the political character they represent than the economic or financial measures
or consequences by whiéh the& would be expressed, fo that extent, I am trying to

put forward a political economy analysis of the question posed to me rather than

~ a purely theoretical economic or a narrowly financial one.

The five roles, briefly described, are those of Leader in the System; that

- of Obedient Ally; of Bigemonist Partner; of .Lone Ranger; and of Leader of the’

Opposition,
|

Obedient Ally is the role most ofteﬁ asgumed and most consistently played
by German governments in the past. Of the others, Leadér of the System is the
role which,for reasons which.c#n be bfiefly suﬁmarised,is simply impossible-ét
least in‘present‘political circumstances and for fhe foreseeable future, Lone
Ranger and Bigemonist Partner have both been imagined and there have been play-

wrights to draft the part and write the lines. Neither has been played on the

world stage. JLeader of the Opposition bas not so far been seriously contemplated.

But perhaps it is time it were.
—— - five named-
Let me explain a little more clearly what I mean by'these/}ather frivolously/.

roles in search of an actor, ’
The Obedient Ally role involves.support for the Uhited States as leader

and dominant manager of the international monetary system in whatever goals it

~seeks and by whatever means it chooses to achieve them, The rationale is simply

that the Germans need American military protection and can best ensure that it

"~ is maintained, and seen to be maintainedi by complying as much as is politically

feasible with American wishés; and by making American monetary leadership as easy

and non-conflictual as‘possible.' During the 19608, there were few occasions when

Germany failed to give such support, Sometimes it is true as with the negotiations
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leading 1o the CGeneral Arrangement to Borroé in 1962, a small price - in that
case, a blocking vote on the activation of the GAB — was exacted for the
co—operation deemed necessary by the United States. Sometines, as in
negotiations preliminary to the Stockholm Agreement of 1968 on Special Drawing
Rights for the Iniernational Monetary ¥Fund, German representatives would join
the French in stopping the Americans having all their ovn way. Again, the price
exacted for ultimate co-operation and support was the granting of additional
voting power in the IMF for the Buropean Community — in short, a rather slender
insurancé policy agéinst ébuse of the ne%,reserve asset on the say~so of
Hashing#on. |

But for the most part,_the'ﬂesf German Executive Director of the Furd in
Washington, the President of the Bundesbank at the Bank for International
Settlements in Basle, the West German Finance Minister at the OECD in Paris
could all be relied upon by the US Treasury to expand Germany's foreign aid

programme, to subscribe to the Gold Pool, to refrain from converting dollar

. balances into gold, to negotiate offset agreements easing the burden of US

defence S§ending in EuroPé, etc., etc. Assisted by'other obedient allies —
notably Britain, Japan qwdCanada ~ the Ugited States had a relatively easy ride
during the period when US payment deficits persis{ed and when the foreign
exchange and gold markets increaéingly questioned the long-run reliability of
the dollar as interna£ional'money.

The role of Leader of the System is not one which at present Germany is

able to assume, Not because her quota in the IMP is still less than that of
N .

the United Staﬁes. That is merely a mirror held by international organization

to the realities of the international political economy. ' The leader of the
System has to be the possessor of tpe globally-preferred monetary medium (what
I have called in the past the Top Currency). Despite the doubts which foreign

exchange dealers ﬁersistently express about the valuation to be put on the

in dollars, and that it is easier, no matter where on each one might drop from




the skies and go shoppiné,‘to useAdollar notes to buy necessities than any other
narional currency. The reason, egain, is political more than econemic. In the
long-run, though the United States may mismanage i1ts currency, its basic political
‘and economic stablllty, 1ts military strength and therefore its supreme place as
a superpower in the world market economy is not in doubt. While it is just
possible to imagine a future scenario in which West Germany is overrun by an
exuberant ﬁed Army while Fortress America remains involate across the Atlantic,
it is impossible to imagine & West German state surviving if the United States
were overrun or laid waste by nuclear-attack. ‘As long as this basic political
asymmetry persists, there is no ehance whatever of the Deutschmark being the
rivot of the intenrational monetary system.

Much‘more easily conceived is the role of Lone Ranger - the part already
_played in large measure by the Sﬁisé. The Lone Ranger is available in a crisis
1o ceme to the aid of the systém. It would never do anythiné deliberately to
undermine or weaken it. DBut the role is essentially defensive, isclationist,
non-commi ttal, .It woxlld not preclude :the use by :E'oreig'ners of Deutschmarks .
as a store of value, whether private or officials Nor would it be inconsistent
with the linking of other weaker currencies like the‘Austrian schilling or the
Innisﬁ kronerto the Deutschmark as satellite currencies, What the Lone Ranger
role does necessitate, ﬁowever, is that the domestic econom& ghould be insulated
. through various balancing strategies which prevent whatever links it has with

¥ the international monetary system as a result of

its evaluation as a strong currency by the markets from disrupting its domestic
economic management. Banks must therefore be severely disciplined. Foreigners'
transactions must be governedcwith discriminaxion'and kept under close

surveillance. The markets should be allowed substantlal freedom to express

their appreciation of the strength of the Lone Ranger currency but there must
" sensitive as

be rather effective insulating fences around such areas/employment, 1nvestment
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and capital movements which may ipterfere witﬁ internal economic stability.
Bigemonist Partner is a term — and by an& literary-standards a pretty

awful one = borréwed from Fred Bergsten, currently Under-Secretary at the

us Treasury fdr International Ecomomic Affairs. In an article written in

1974, Bergsten érgued that "there are only two ;mportant powers in the

international monetary system — the Uhited States and Germany”". He went on

tc propose a 'bigemony' instead of the US hegemony which, along with other

American economists, he believes is weakening as the value of the dollar

depreciétes relative to other currencies. ‘He defiﬁes this as "an hegemony of two,

The term is 1ntended to be a bit weaker than 'condomlnlon' but much stronger

"than 'partnershlp'" Although Bergsten acknowledged that others, including
the rising middle—class of developlng countries with commodity power and/br
rapid industrialisafién'would have to be involved in some ways in international
economic decis@bn—making, he thought such pluralism was too unwieldy and
introduced too many varied viewpéints té provide a baéis for the aggressive
leadership which the-creation of a new infernational economic structure ﬁeeded.
A more sophisticate& variation which'could possi%ly be calied a'“trigemony" -
~ in which the United States and Germany.woﬁld be joined by a third power, Japan -
has also been proposed by American economists, notably by Professor
Ronald McKinnon of Stanford Uhiversity.2 Noting that thé exports of the
Uﬁited States, Germany and Japan constituted over a third of world trade in 1973,
and that Germany and Japan now_gold well over haif of the world's official
dollar balances, McKinnon proposed a new version of the Tripartite Agreement of
1936, The aim of the agreement would be: "A parallel and consistent expansion

: N
of the domestic monetary base in each of the three countries, supported by

official intervention (the terms of which were to be spelt out) to main stable rates

between the dollar, the Deutschmark and the yen." Frankly characterising this as
. "awstrategy for the world's three principle irading countiries to étrengthen‘the

doliar syétem"3, McKinnon also proposed that the triumvirate would act together

- = o~ wwr wwpe g ww -

-
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to regulate capital movements and the expansionzbf Euro—dollar dealings.

The role of the Bigemonist or Trigemonist Partner as.described by American
economists, héwever; never seems entirely convincing. The United States and
the parfner(gr'partneré)are supposed to act dohestically and toﬁards each other's
exchange rate according to certain guidelines., But it is never made very clear
what happens if in the future (as in the past) the US-acts in contravention of
the guidelines; or if the interests of the bigemonist partner or partners

- diverge sharply from those.of the United Siates, As always, the inherent

oy

asymmetry between the power of the'US and that of the bigemonist or trigem;nist
partner is played down. Unless and until a scheme is proppsed according to
which the United Siates is prepared to intervene in foreign exchange markets
to maintain the stable rates in beuéschmarks and in yen and to encourage thé
equal acceptance by third parties of reserves denominated in these currencies,
and unless and until a scheme is proposed which provides for effective sanctions
against unilateral decisions on. the paft of the United States, this role is
not one which in ény significant partiCular'differs substantially from that of
dbedient Ally. ‘ .. | ' - : 5
The fifth and final rolé of Leader of %he Opposition is one which was -
briefly assayed by France under General De Gaulle. As a result, he is (wrongly
in my view)'caricatured by many American economists as seeking fb bring aboul
the collapse and ruin of the:international mogetary system. ‘On‘the contrary, as I
interpret the evidence, it suggests a remarkable iﬁhiﬁition in Frenca monetafy
diplomacy against ﬁsing forms oflieverage against the United States which would .
risk damage‘tq the delicate fabrig of international monetary coﬁfidence. De Caulle ;
rightly peréeived that this fabric, like plastic bags or spiders? webs,‘was very easil;‘
torn but could be repaired only slowly and with cost and difficulty. The lessons |

taught by the failures of central bank co-operation in the crucial years 1928-1931




“had been well lcarned in France.4 Though ne French official would accept prime
responceibility for those failures, none were.prepared 1o see them repeated.
Inﬁerpreted as a strateg& to impose long coverdue discipline on anrirresponsible
top—currency country, the conversions of French dollar balances, the negotiations

- over SDRs, the attempt to ereate a Furopean monetary union in the late 1960s,

make.perfect sense. That these measures went no further in disrupting the two-

tier gold price or in blocking the reform negotiations in the Internaticnal

" Monetary Fund suggest that the French eppoeition was -~ to use English Parliamentary

language - that of‘the doyal leader of the Opposition Party rather than the

standard~becarer of monetary revolution., The tone of Rueff®s Le Péché Mondtaire

de 1%Occident is much more one of sorrow than of anger; his appeal to Americans

~is to recail and live up to fheir‘own high standards of responsible Republican
government, and to do so in the long\;run interests of the United States itself
as well as those of EurOpe and the rest of the world. end

The Leader®s role, however requlres that the leader has followers —,&hese
the French for the most part did not have, even before ihe ‘events of 1968, Only
soﬁetimes&iﬁiﬁfiefly have subsequent-I'rench governments been able to muster a
confeeerate army‘of uncertain volunteers: at the Nixon-Pompidou meeting in the
Azores in 1971, and perhaps at the W shlnvton Conference in February 19?4. The
Conference on-Internatlonal Economic Cooperation (CIEC), feeble though its
results have been, was the fruit of euih/brief alliance under French lea&ership.

The Brenen proposals this year suggest a French recognition that German partner—

shlp, at lea5u for any monetary enterprlse, isg 1ndlspensableo Whether Germany

could now .. take over from France the 1eadersh1p of an effective opposition

group within the international monetary system will depend on an assessmeni of
of the domestic and external constralnts on Germany policy, to whlch I wlll
 now turn,

Domestically, German governments surviwe if there are plenty of jobs, rising

e



incomes and relatively stable money. By theq§ three means, political stability
and democratic institutions have been reinforced, the communist spectre

has been kept at bay and the hazards of a frontier situation made bearable,

The growth has cleérly been achieved through successful exploitation of

" an expanding.foreign market for Germanyt's exports of capital and consumer goods.
The accidental legacy of the post-war partition, which left most of the heavy
industries to West Germany, enforced an early preoccupation with exports of
capital goods. And once domast;;c"prwperity had been achieved, aided by the
‘overflow of refugees fmm'the East, this laid the foundations for later

' diversificatioﬁ into other ﬁanufabtured exports J cars, ships, and all sorts of
industrial, office and'domeét;c ma.chine::',jlr.'T To maintain the momentum of prosperity
and employment at‘home; Gefman governments needed the open world trading system

" pursued actively by:the.Uhited States, supplemented by the preferential trading
area created by the Buropean Community. In 1975, the investment goods industries,
which accounted fOr more .than 55 % of all industrial exports, were directly .
and indirectly dependent on fofeign markefs,for 47;4 % of their total output.

In the automobile industry the dapendencg waé rated-at 52 %; in the machine
buildi;xg industry at 56 %; a.nd|in chemicals 48.5 %. In short, exports were the

means by which industrial peace was maintained through an embourgeoisement of

the proletariat very similar to thai experienced in the United States., One job
5e

in five in West Germany now depends on exports. By 1978, Germany's place

as the richest, most competitive, most productive economy of the nine members of
the European Community was assured. As Kreile remarks, it qualifies, in
Fran?oie_Perroux's terms, as‘the 'économie dominante! of Western Europe. Even i
allowing for the conversion of wage rates into dollars at current exchange

fataa, the following table compiled by the Dresdner Bank this summer atrikingly

shows Germany's economic lead.
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If the need to main.ta.in _uninterrupted progréss to higher incomes has been
one major constraint on all German governments in the last generation, the need
to maintain stable money has been alrﬂos;; ag great. Defending the Deutschmark
from enfeebling infections from a.‘broad - from over the mountains or across the
sea -~ has been a major preoccupation of the monetary authorities, and especially
the constitutionally autonomous Bundesbank, for a.lmos% a genera.tion.’ ‘The lesser
attachment, in German eyes,' of other countries and their governmenis to the‘ ideal -~ -
of stable money has made it-difficult at times to pursue the goal both of an )
intern'a.l_ly stable value for the Deutschmark and extermal stability as expressed
in excbange rates. As recounted by Dr. Otmar Emminger, the first serious clash
be't;feez; i-n‘l.:emal‘ and ertez_nél balance camé in 1957 as surpluses 'built-up oﬁ the
German balance of payments, the disparity being aggravated as it so often was
subsequently by speculative ‘l;npney inflows, ‘ Harmony i;as briefly restored by the
two French devaluations of 1957-58 a.nd the deliberate ?aising of British
interest rates and lowerin.g of German ones, aided by the worldwide slackening
of economic acfivity in the recesaio'n- of those years, Emminger quoteé ‘the
_Bunde;:ba.nk verd-lcton 1958: .“'I'.h-é‘ ‘et‘:oxio.n.w px:ciba.;bly came ne-a.ré-r. than in a.mf
previous year to the fa.mo.us "magic trianglet of monetary and economic objectives =
optimum employment, p‘rj.ée stability and equilibrium in the balance of paynients“.é




-
' . - o CLUEE S VIR T IR VP RSt it A R
'

e 10 -

Aimostlimmediateiy afterwards the incapacﬁty of German monetary policy

A}

to keep these triple objectives in view against the contrary forces

‘exerted by the United States was dramatically demonstrateds The "monetary

i
‘broadside” thoughtlessly but destructively delivered by the Kennedy Administration

in 1960 showed how fragile‘the balance achieved by Germany between internal

and external stability really was: The Federal Reserve system reduced its’

' discount rate to 3.5 % just one week after the Bundesbank had raised its rate
to 5 %, iﬁténding a restfictive influence on the economy. Its policy was
completely "unhoraed“ in Emﬁinger's phrase by the increasing inflows of foreign
exchange that followed. Putting external stabilify first, the Bundesbank went
.into reverse and lowered its interest.rate;- The United States had in
Eric.Chalme:'s vivid phrase won a‘hig battle in "the interest rate war", |°
_-Defehsive measures such as capital conﬁrols were rejected and German
governmenfﬁ accepte¢ the US auggestion, sfrongly-backed by.Per Jacobsgon for
the IMF, that increased German aid and capital exports would ease the burden
carried by the United States aé well as resforing some equilibfium to the
German balance of payments., In addifion,Ethe Deutschmark revaluation of 1961,

it was hoped, would make imports more competitive, check wage demands and thus

reduce inflation at home as well as serving to restore external equilibrium,

By coincidence, any recurrence of the conflict beiween internal and
. external stability was avoidea for about six years between.1962 and 1967,
largely because of a temporary convergence between US and German inflation rates
and thanks to the rejection by the German‘goverﬁment of a flexible exchange
" rate strategzy -~ at that time gtill hédrtily disapproved by the United States
and avoided by the European Community as ponflicting with its integration
strategies. o -

‘From 1968 to 1971 and again in 1972, German domestic monetary policies had
to adjust, with frequent agility and considerable ingenuity to tidal inundations
of liquidity coming from abroad ahd equally heavy outflows drawing liquidity

from the German banking qystem. "Monetary policy", Bmminger concluded, “was

e
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largely at the mercy of external ups and downs.“8
‘ Thos% ups and downs, once again, were usually the result of sudden‘switches

in US 1nteregt rate policies, reflecting polltloal priorities often dlctated by
American :

the imminence or otherwise of/electlons. More than other European countries,
Germany was being obliged in effect to accept unuseable dollar IOUs in very
large amounts., At the beginoing of 1970 the Bundesbank's net external assets
were a modest Il 26 billion; by the end-of May 1971 they were up to IM 68 billion,
of which only I¥15.6 billion had been contributed By a surplus on ourrent account,
 The same kind of fidal wave of monetéry movement swept I 18.6 billion into the
Bundesbank in the first week of February 1973 and another IM 7,5 billion on 1st
Marcq of  the same year. Thaf.daio marked the final long-delayed end of the . -
Bretton Woods sysfem. -Althouéh.the effeots‘of its protracted dcath-throes on
the domestic‘money supply was described as disastrous, the end result was to
goin freedom from the tyrannical and expensive combination of fixednoxopahge
| rates and free exchange markets and fo regain at least partial controi over
domestic liquidity.r The one thing floatlnv did not do was, of course, to
stabzllse the ‘external value of the Deutschmark. |

As in the 1930s, a system of floatlng rates impelled many countrles to
seek some stability by llnklng their currency to a sironger trading paritner.
,1 This tendency :eappeared in the Smithsonian realignmenis and became more marked
later on. The European Coﬁmunity's *snake in the tunnel?, whose dependence on

- the stability of the dollar was demonstrated in 1971 even before it was formally

1nit1ated was unable {to survive any sxtuatnon of uncertaanty about dollar values

in the foreign exchange markets. Fllght from the dollar implied fllght Io, a
lrelatzvely strong EurOpean currency - the SW1BB franc or the Deutachmark - or

to tho_yon{ qulteslooepeodently of the objective economi conditions w1th1n the
country conca:ned;' Thus, the snake was rapidly trahsformod into a constellation.

" of weaice_r cur;encies grouped around the Deutschmark, Far from developing as a

! ' . L :
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means o greater European integration it became a source of increased monetary
division among the members of the Commmity, separating them more than ever
into. ﬁhree groﬁps: those with stromg, medium and weak currencies.

-Again, the objective differepcas between the economies were not the prime
cause of fhis deeper division. These certainly-existed, but the monetary
reflection, as in a concave mirror, was grossly exaggerated whenever the
foreign exchange dealers had cause to revise their opinions about the prospects

for the US economy and the valuation to put. on the dollar, In between vihiles,

European hopes = propelled by powerful polltlcal motlves - were apt to rev1ve,

._plans were apt to be drafted and propoaals (from the French in 1975, the Dutch

in 1976 and Mr, Roy Jemkins in 1977) put forward.

But the basic reality did not chaage. And the increased cost of inter—
vention to hold a weak or medium currency from dropping out of the snake was
a further reflection of the same reality. That eost could be reduced, but only
by diluting the definition of stable parity; or else by widening the snake into
a boa; or by finding technical defices 1o reduce the’conditions on ﬁhich inter—
vention became mandatory; or by allowing repeated floats, realignments, and

defections for deviant currencies. But the greater the dilution of the concept,

the greater the centrifugal pulls on national economic management and the'greater

-the'prospective~division between the sfrong, inflation-proof and the weak,

inflation-prone currencies,-
 The inevitable conclusion exprassed for his colleagues by the chairman of
the EC Monetary Committee in hzs oral statement of March 1977 was that "for

the foreseeable future it would not be fea51ble to introduce a coherent exchange

- rata pollcy systenm, 1f such a pystem were to go beyond consultatlons and also

contain binding obllgatmons whether in respeot of general economic policy o

.Hexchange rate p0110y 1n partlcular "9

As the previous Annual Report had made clear, a magor basis for scepticism
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about therfeasibility of adopting ttarget zones? for intra~EC exchange rates

was the recognition by some members of the Monetary Committee that this

involved -intervention to maintain the stability of the dollar as well as the

member currencies, and that ihis was a truly gysgyphena task unless étrongly
subporfed by US monetary aufhorities and by US policies (including US energy
policies) whi§h affected the balance of payments. The resort to floating had
not changed the essential characteristiq'of the international monetary system
that no significant change could be mad? ;n.its Operation.without the consent
and co—operation of .the United States.

Ag far as'Gefmany is coﬂcerned, the record of monetary contortions

(especially since 1969) as presented by a number of authoritative and knowledgeable

economic analysté starting with Dr. Emminger carries a message about the

constraints on policy that seems quite clear. 10

There has been a rather
remarkable constancy in the domestic constraihtg. Germany's devotion to stable
money, the determined pursuit of gfpw%h, exports and employment has been éne

of the more remarkable and persistent featufes of the Buropean landscape.

There has been a contrasting inconstancy in the external constraints laid
down b# the special relationship with the Ué. In the 1950s these demanded
fixed exchange rates, a'fixed gold price, the conscientious pursuit by ail
(including the reserve currency countries) of equilibrium in external payments,
apd free trade withip the world market'economy but restricied itrade with China
and the Soviet bloc. By thé 1970s, rates floated, the gold price was freed,
the pursuit of equilibrium abandoned by a centre country which solved the adjustment
problem by an accelerated accumulation by others of inconvertible and
depreciating dollar needs. Free trade had been redefined as fair (i.e; managed )
trade and the restrictions on East-West traae mosfly removed, ﬁhether
described by Nye and Kechane ﬁs analysts of international organization as a
'regime change', by most economists as "the collapée of Bretton Woods'! and-
the 'demise of the‘dollar', or by radical critics as ‘'international monetary
disorderﬂ there is wide and general agreement that a change of external

monetary environment has occurred
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and that it is this, more than anything else, which has accounted for a

series of‘défensive reactions by {(among others)zGermany. For the
first nalf, roughly, of its independent post-war existence, the pursuit

of constant domestic goals closely coincided with the wider goals of the
United States and the broad character of the system. But in the latter
half, from about 1965ror perhaps 1967,t?:incidence disappeared and tﬁe

divergence has,steadily increased,

But for mésf‘of this second period, German policy,‘inSidp the Community

and out, has.attempted a defensive strategy suited to external circumsfances,
- seeking to fend off damaging ihfluence‘and to-protéct its freedon ard
capacity to pursﬁe constant domestic'goals. The support which at certain
rp01nts Germany was prepared to give to the European snake has been falrly
1nterpretedlpr1mar11y as a self-interested strategy of traﬁilng off stelloss
of domestic monetary autonomy in ordér’tonhaVe stricter diécipline imposed

on other EC countries. It was a calculated policy to avoid the spread of
monetary‘infection

)

far more than a publioc-spirited bid to achieve closer
European union through monetary aligament.

(12)

The essentially inw;rd -
looking nature of German policy was recogni%ed by Michael Kreile in the
analysié already quoted, Speak%ng ﬁ& Germany's contiribution to the loan for
Italy and its support for IMFéI;o Brifain,'Kreile'said that these acts

"do not represent a will to poWer. Rather they represent defensive measures
intended to stabilire trade partners." Such g:;:;;;g has reflected a

prefound absence of any sense of responsibility for the global system, a

deep indifference to it except as it affected Germany., The confident assumption

was that the United States could safely be left to get on with running the
global system while Germany created for itself an island of stability immune
to all that went on out51de. The basmc assumption was that there was no

inherent conflict between the domestic and external constraints, between the
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pursult of internal stablllty and loyal support for the Uhlted States — both

ag leader of the 1nternat10nal monetary system and as proctector in the

'international security systema

The question now is whether or not the Bremen proposals represent a
wish fto change roles, the questioning‘of this basic asswnption. Two
considefations céuld have iﬁduced a real shift of attitudes, One might be
fhe rising costs of avoiding major changes in the Dollar-Deut;che Mark
exchange.rate. Frém fime'to time,' since thé oiltprice rise in 1973, there"
have been serious attempts to maintain thls agﬁééé by dellberate market
“intervention. - It began to be noticeable in the summer/éutumn of 1974 when
the Dollar was getting stronger and the D-Mark weaker. It was openly
acknowledged by the'i975 Annuzl Report of the BIS, which recorded that the
degree of success échieved by US-German—Swiss interventions 4o stéady the
cross-rates had "not been outstanding: « although some stability has been
achieved", .Ahd it was adopted as a consciohs aim by the Rambouillet conference
of 1975. But since then, the costs have often proved too gfeat; and US
interventions have offen been more than a litile half-hearted. For example,
in the current year, between mid-January and mid-February, the Bundesbanikg
spent DM 1.7 billion in a support opefation for the Dollar which proved quite
futile against the sirong convictions of the foreign exchange markets that it
was losing value. The doubling of the swap arrangement with the US in
March 1978 to a limit of ¥ 4 billion was also ineffective in restoring
confidence. The conclusion could be drawn that holding any I - S rate was
sooner or later likely to be doomed and thaf the éffortimight as well be
abagdongd. The second consideration might be that in conditiﬁnslof slow
recovery from’world recession, Germany finds that it needs first to ﬁork for

stable rates with her best export customers. (Next io Britain, Germany’s

economy is now the mowt tradeedependent of the major industrialised countries,
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trade accountiﬁg for 22.8 %‘of GNP against 15 % in 19601) To keep German
unemployment down, it is more important to maintain buoyaht levelé.of
intfa—European trade §:§1to keep open an American market which is'pot ohly
far smaller but far more subject to capricious door—slamming under the
perﬁiésive provisions of the last Trade Act. Peter Hermes recently pointed
out that 50 % of all German exporis now go.to other EC countries (65 %'ﬁo
Europé aé a whole) compared with only 5 % to the US and 6 % to eastern Europe.
Had the Bonn Summit raised any strong hopes that the US would succeed in
leading the world'ecqﬂomy to fﬁll fecovery,_or had -the Carter Administration
showﬁ conviﬁcing signs of meaning to arrest the Dollar's decline, the trade
figures.might‘pot be so important. As things are, it is only logical for

Germany to turn more decisively towards her European‘partners.
But how far, and with what sense of permanent commitment? .

The basic propoéition.(which wili have beenlmore fulL& elaborated ﬁy
the Commission when we meef in Bolbgna) is for concerted intervention by
EC central banks in order to.keep (as before) the stronger currencies inside
the 'snake' but also to keep the weaker currencies inside a 'boa! eewvew
twice as wide as the 'snake® (i.e. within a band of 4% % as against 2% %
for the-'snake‘). The limitg would be set in terms of a basket of exchange
~ rates, not jusi fhe Dollar rate. Settlements are to be made not in Dollars,
or units-of—ac¢oﬁnt—equivélent-¢o-Dollars, but in Buropean units of account
' based on an EC basket of currency values. These would necessarily be more
expensive for the stroné currencies than yould intervention in a depreciating

Dollar-based unit,

Uncertain and still'sgbject to negotiation are the extent of pooled
reserves (i.e, national reserves earmarked as available for 'snake' and 'boa?
interventions) and the degree of monetary disciphﬁ‘to be imposed on weaker

currency govermments whep they neeg collective support from their EC partners,
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The strategy,rclearly, is one qf.colle&tive self-defence against the
continuiﬁg and threatened depreciation of the Dollar, a kind of Lone Rangers
Incorporated rolé, played jointly by the menmbers qf the Commﬁnity. It
cannot, however, succeed by itself in its prime aim of keeping EC cross-rateé
stable for réasons which have already been stated in this paper. Or, at
ﬂlleast, thgy cannot succeed éxcept by keeping the Dollar stable which is too
difficult and coétly a .task forfEuropeéhs to undertake unless they have the

full co~operation of the Uhited States.

What will happen, as it‘has.happened 80 bften before, is that when
confidenqe in the current }aluation of the Dollar fails (as it may do in
reaction to quite frivolous or érbitrary political events) the see-saw
mechanism'tips the stronger currencies upward; they bounce as high as the
Dollar falls low. The ﬁeaker currencies are left below with the Dollar,

The 'hoé', S0 to.sﬁeak, is therefore défined by the same events which determine
the change in the Dollar-D-Mark ratef The unity of Euroﬁean exchange rafes
is in a borse-race situation in the sense that when the punters bet on a

DM win, they collectltheir_winnings ﬁhether the DM‘wins "over the Dollar by a
length or by twenty lengths®™, whether it appreciates by .05 % or by 5.0 %.
Therefore,rit does not aid European monetary union at all to try just to
narrow the gap and limit fhe.depreciation of the bollar. It has to achieve

a decisive and permanent reversal of the bettiﬁg; in short, it has to spend
enough billions of EUA's to persuade the market, and to pefsuéde it not for
two ér three days but permanently — that the signals given by the inertia in
decision of the Carter Administration can safely be ignored. 4n expensive

task indeed,

The logic of the situation seems clear enough, Only a strategy of
concerted opposition to the United States, using all the available means of

leverage, to make the United States resist the temptations which beckon
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every authority capable of controlling a monetéry medium, can possibly'succeed.

The Dollar in the international monetary system is somewhat like an ultimate,

irresistdble weapon in a sgcurity system. If those who control it, abuse

their responsibility, the only chance which those who are affected by it have
of arresting that abuse is to use all the means availabie to them of

collective leverége against that country.

To-put it bluntly, the only effective strategy of collective-security -
in monetary just as in milifary mattéré ; must invo;ve more than passive
resistance. There must be some rea&iness to take the initiative, éven to
defend oneisuewn—seourity-by threatgning'that of one's opponentefor P@J}nof.

‘Adm?ttedly, in a monetary systiem, the f;agility of confidence in the whole

Linabs ' :
structure imposes closerseﬁue&&&ancc on the use of coercive threats., But it

' is still true that collective monétary security for Europe caanot be achieved

. without some resort to coercive pressure, without some attempt at active
initiatives not just within the Community but also en the global monetéfy system.
The céncept of co—existing autonomous ?egional blocs — in money as in trade -
is inconsistent with the familiar reality of 24-hour.round-the-world financial
markets, with intefnatioﬁal banking and insurance, with international channels
for financial flows so many and vérious that, like some kind of underground

drainage system, surface walls and barriers have no effect on the ebbs and flows

below,

!The Breggen proposals, therefore, can only succeed as part of a broader

strategy of concerted opposition, They cannot succeed mefely as Lone Rangers Inc.;

and the strategy requires the transformation of Germany from an immediate ally
intoc Leader of that Opposition.
Some possible measures_to implement the strategy can be briefly suggested

-and, perhapg discussed at greater length during the conference.
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In the'first place, the pplicy of supporting the Dollar might be reversed,
Instead of buying Dollars to maintain the rate, some part of the vast German
and otﬁef EC reser#es of Dollars might be sold for a basket of European currencies -
the ingredients of the ECU. But to avoid inflation, the proceeds should not
enter directiy into the Buropean economies. They should be issued via the
Development Bank first to the most severely affected of developing countries (MSA®s)
and to those most acutely frﬁstrated_by the burdens of debt, then to ACP |
associates and other selgéted tr#de pgrtners in Latin America, Asia, and possibly

eastern Europe,

At first thié would ha;;Ithe effect of accelerating the Dollar's
depreciation, and therefore; for reasons explained above, of widening the"boa',
‘-iﬁcreasing,thé disparity between the DéMark.aﬁd the Lira and Sterling. To
counteract this;fhe ECU credits to LEC®s would have to be a form of tied aid,
but more of which would have to be séeht‘in the weak-currency parts‘of the
Community than in the strong. In returﬁ, the weak—currency countries would haﬁe
to observe monetary disciplines and agree to maintain open trade policies towards

the Community members, including Germany,

At the same time, the ECU securities so created could be offered to third
parties like Japan and the OPEC countries as reserve assets, perhaps index -

linked to an agreed baskei of traded-goods, manufactures as well as commodities.

The reserve role,.it is true, is one which German opinion has persistently
rejected. Yet external holdings of D-M assets inexorably creep upward. Now
is perhaps the time when, as Leader of a European Opposition, Germany could
derivé some real leverage on the United States through open acceptance in

combination with others of such a reserve role.

Such a strategy could also be constructive in shaping EC policy towards

COMECON countries, 4 glaring weakness over the pasti five years or so in
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EC external relations has been the total abéenge of any ééncerted policy for

the surveillance and management of COMECON debt. The political folly of
out-bidding each other to offer soft loans to Poland other east Luropean couniries
to finance their orders for ships and ofher capital goods is a true example'of
beggar—-thy-neighbour economic bolicies.- Whereas ECU lecans, on joinily

negotiated terms, could be a valuable political weapon.

The other policy area to which an effective monetary opposition led by
Germany would have tO'givé some attention ;s that of bhanking regulation.:
In the aftgrmath of the Herstatt collapse in 1974,7the anxiéty of international
bankers has beén primarily allayed by the actions of US mgnetary authorities,
especially the US Comptroller of the Currency, On the whole, it was the US banks,
seeking to maintain profitability by agéressive lending abroad, especially in
Latin America, who were most exp&sed to risk conséqﬁent upon a chain—reaction
from default. But evérywhere, European banks have been associated with them.
And now,.instead of Britiéh banks, it is often Germén banks which are in the lead.

It was they, for 1nstance, who led in arranglng consortlum Jumbo-loans of

'S 1l billion each to Spaln and Venezuela 1n 1976 and to Sweden in 19?7. And the
outflow of German capital far bgyond the confinesg of the Costa Brava is
accelerating yearly. fét the “universal'bank' principle on which the German

- banks have been used to operate ‘carries important risks for the‘domestic economy

rof Germany — and, by association, for thése of her Eufdpean neighbours and
banking associates. In the nineteenth century, the British found it necessary to
separate domestic from overseas banking, as later did the Amerlcans. The
Swiss also decided that stiricter regulation was necessary when their banks first
became deeply engaged in foreign operations. For its own security and that of
others; the surveillance of Community banks engaged in foreign lending may need
tc be tightened, And for Germany to wait until after the 1980 elections before

grasping ithis nettle may be to wait toé long, The assumption +that the US



" monetary authorities would show much concern if German banks got into difficulties
. abroad is probably not justified even while Germany looks like an obedient ally;
as Leader of the Opposition there would be additional need for self-preservation

from the Widely-récognised dangers of financial panic. .

It may also be necessary,in order to reinforce the efficacy of national .
'mohetary auﬁhofities, to initiate po}lective meagures — possibly through the:
Bank for International Settlementis - to monitor the extent and nature of bgnk
lending to particular developing countries, to higﬁ—risk sectors like ship =

building ox to individual borrowers.

To sum up, the qunen.pr0posals as the& stand display a distressing mentality
which in military terms might be called the mentality of the Maginot Lihe:
"sit tight; élose the hatcﬁes;and hope for the best". Whereas almost a decade
of effort to align Buropean currencies has ghown the increasing futility of
such a strategy in the conditions of the 19709. I could only work if either
the Dollar were so stable that it cfeated nd upsetting turbulence in other parts
of the system; or if the Buropean commﬁnity‘were 80 insulated from that system
by a common external wallof exchange controis, investment and trade conirols
super—impenetrable and effective thgt it were immune to any economic policy
pursued by the United States. Without some such wall at least as efficient as
the Iron Curtein around the COMECON group in the 1960s or those around the
Sterling area and_the Franc 5one in'thé 19508, European monetary union is either
& sham or vulnerable, It is only necessary fbr the Dollar to suffer a sudden
glide, for fhg financial gﬁst tO'GeInény;;-of maintaining Ysnakes? and 'hoas!
10 prove foo great,and for the po;itical coatsto Britain aﬁd Italy of keeping
the rules to be too severe, for the Bremen scheme to collapse and to go the way

i
i

of its predecessors.

A fresh start has to be made = and it has 1o be led by Germany = but a

Germany which has finally shed the fond delusion that it can shut its eyes,

keep its nose clean and leave the problem of managing global monetary inter =~

dependence to the Americans,

-
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exchange rate arrangements noted (paragréph 7) the reasoning of those
opposed to target zones and succinctly summarised the argument as follows:

"It was further argued that, both because of the dollarfts general importance

‘as a vehicle and reserve currency because of its different weight in member

countries' external transactions, it will be difficult to achieve a reason-

able degree of- stability between snake and non-snake member currencies {and

 even to avoid tensions within the smake) without concerted endeavours 1o

keep exchange rate movements between the snake and the dollar within '
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GERMANY AND COORDINATION OF
STABILTZATION POLICY AMONG
OECD COUNTRIES

Paper prepared by Hans H. Weber, Federal Ministry of

Finance, Bonn.

I. Germany as a partner in OECD

German economic performance during the last three decades
has met with respect and sometimes has been envied

by foreign observers. But this attitude has given way to
a less emctional and more political one: With growing
economic and political stature Germany is expected not -
only to live up to her normal responsibilities to herself,
of looking after her own growth and stability, but to

assume some kind of leadership in a worldwide context.
Can ~ and should - Germany accept this noble assignment?

Leadership presupposes that there is a true chance to exert
influence on other countries. Since we do not think in
terms of political pressure, the only features which might
impress others would be a convincing record of successful

- economic policy and the persuasive force of argument.

Concerning performance: .Germany has been growing fast and
has still kept her inflation rate relatively low. But on
both counts the record has been not so goocd since 1975.
Germany is the second lafgest trading nation, and there is
certainly something impressive about the penetration of

world markets. But the persistence of the current account

QUESTA PUBBLICAZIONE E Di PROPRIETA .
DELLISTITUTO AFFARI INTERNAZIONAL



surplus and the fact that Germany is the richest country

in terms of foreign reserves gives rise to criticism - and
certainly does not qualify for leadership. Anyway, it would

be inappropriate to suggest that a relatively good combination
of economic growth and stability, together with international
creditor position are indicators justifying a rivalry in
léadership with the United States. Besides, it would be
‘unwise to seek supremacy in a European context over an

other member of the Community.

~For quite a long period up to the present day political
and social stability inside Germany has been appreciated
internationally, but'her price stability was often thought
of as a rather quaint peculiarity which cannot be fully
explained by sad historical experiences with inflation.

In German thinking price stability is, in fact, ébnsidered
as instrumental to make a market oriented economy work,

to keep competition sufficiently intensive, to avoid mis-
investment. In view of this, German policy ﬁakers are
willing to endure increased difficulties in ensuring
enough wage restraint and to encounter more difficulties
in maintaining or regéining a satisfactory employment

level and growth rate.

Prospects for Germany to remain a model economy have become
dimmed in recent years. True,.the merits of a market
economy are still there, bringing‘with them a good measure
of elasticity to adapt to changing conditions. The trade.
union organisation is still acting reasonably but some of
the wage discipline got lost. And the industriousness of

German workers and employees has become less pronounced.



. Apart from the slow change in the socio-political factors
just described, it should be remembered that decision making
in Germany, too, seems to get more difficult. It is true
that Germany has a Law to Promote Growth and Stability,
offering a set of instruments instantly applicable under
eased parliamentary procedures. But they have scarcely
been put to use in just the way outlined in the Law. For
political reasohs,_these measures were applied in a modified
form and, therefore, had to undergo normal legislative
procedures. And the idea behind that piece of legislation,
namelyithe "tripartite" consensus about how to aﬁtain the
target combination laid down in the Law proved very difficult
to achieve, despite the famous "concerted action”. Policy
performance consequently was not so good: There have been
decision lags and misleading projections causing wrong"
kinds of behaviour. Incomes policy did not really mate-
rialize, and fiscal measures were hampered by the

federalist structure.

But after all, it might be said in all modesty that
probably there have been less policy mistakes in Germany
than elsewhere. To some persons responsible for economic
policy in Bonn this must have been a consolation whenever

they got angry about wrong decisions at home.

Concerning persuasion: The attitude of German representatives
- in international bodies is a modest one. They avoid pointing
too much to laudéble German character traits or policy
~achievements. They try to explain our own ways to manage

our economy and often complain about political obstacles

to measures proposed by technocrats. They abstain from



" lecturing other people knowing that certain basic socio-
political structures are too firmly entrenched to undergo
quick changes. And too often they feel at a loss about what
advice could be given, simply because they do not know
enough‘about foreign countries' legal powers and political

possibilities.

On the other hand, the German representatives are reluctant
to accept advice from their colleagues if they think these
prescriptions could be dangerous to stability or contrary
to their convictions about the appropriateness of certain
types qﬁ'measures in'a market economy. aAnd it is no use

of denying that there is another sore spot: Sometimes
there is a feeling that certain recommendations are
adressed to Germany in the intention to make Germany -pay

for the deficiencies of other people.

To sum up: It is no easy task to defend price stability
in a world which is less afraid of inflation, and all too
confident that cyclical slack can be remedied mainly by

some more expansion of demand.

OECD bodies normally do not take decisions. They rather
concentrate on round table examinations and discussions.
"The topics most frequently treated are gfowth and payments
equilibrium. And this means the perennial choice: inflation
versus stability; growth and employment versus payments
imbalance. The magic word is "Adjustment", and since the
days of the WP 3 report of 1966 on "The Balance of Payments
Adjustment Process" the battle of words and convictions

is carried on about mutval responsibilities and burden

sharing:



I could think of no better method to describe the German
position during these policy discussions than reviewing

the following main issues:

~ International Liquidity and Stability
=~ 0il and other deficits

- — Floating and Adjustment

|

Adjustment by Demand Management

II. International Liquidity and Stability

Each time the figures on international liquidity creation
are reviewed experts are deeply impressed by what has
happened. In October 1964 the Group of Ten Ministers
stated that the total availability of international re-
serves and financing facilities, supported by the General
Agteement'to Borrow of 1961 and by the Basle swap arrange-
ments initiated in 1962, was fully adequate to allow the
world economy to expand. At that time, G-10 countries and
Switzerland owned foreign reserve assets of nearly 50
billion dollars. In addition, credit facilities available

to the same group of countries amounted to 13 billion dollars.

Inspite of their satisfaction G-10 Ministers asked a study
group to look for possibilities to create additional reserve
assets (Ossola Group) . Six years later (in 1969) the IMF

was authorised to issue Special Drawing Rights. Such assets
were created to the tune of 9,5 billioq dollars between

1970 and 1973.



This issue, according to US views, was not intended to
make a net addition to existing international liquidity
growth, but merely to compensate the slowdown of dollar
outflows brought about by the expected return of the US

1). But, during the

-to balance of payments équilibrium
following years there were more US deficits causing in-~
creased pressure on exchange rates and forcing many countries
intc floating. The newly created SDRs came on top of this.
During the years 1970 to 1973 international liquidity
increased by about 105 billicn dollars, of which 51 billion
constituted direct official claims on the US, and another

20 billion official holdings of Euro dollars.

A second wave of liquidity creation, totaling 46 billion
dollars followed promptly in 1974 and 1975. Eﬁen before
this dollar holdings were considered to be excessive by
some central banks. Already in 1972 the G-10 Ministers had
ordered a study on the reform of the monetary system,
including possibilities to control this kind of liquidity
creation. In the Outline of Reform (1974) we find the idea
to substitute surplus dollars for SDRs which were designed
to be placed "at the center of the system". But after the
oil price shock in October 1973, the G-J0 'in Rome put off

this part of the reform and forgot -all about "excess dollars".

1) The early availability of SDR removes one of the concerns
as to the impact of the US bop programmenamely, a slowing
of reserve growth and a consequent adverse effect on
world trade and income.

.. If new reserves of the appropriate kind are flowing
into the system, it is possible for some countries to
satisfy their .preferences to reserve increases without
necessitating that other countries be in corresponding
deficit.”

Maintaining the strength of the Dollar in a strong _
free world economy. US Treasury, Jan. 1968, p. 9 and 36.




At present we find ourselves in the middle of a new wave
of dollar liquidity rushing from a record US deficit of
almost 30 billion dollars in 1977 which 1s continuing into
1978. Most of this deficit had to be financed by increased
dollar holdings of G—10 central banks, intervening in
support of the dollar without being able to stabilize it. -
Net interventions by G-10 central banks led to a reserve
increase of almost 36 billion dollars during 1977, accounting
for even more than the US deficit on current account

(29,3 billion $). This allowed the United Kingdom and
Italy to replenish their reserves'substantially,‘which was
welcome. until it began to jeopardize domestic monetary
policies; For Germany and Japan the reserve increase was

less desirable from the beginning, and for the same reasons.

Cermany felt much concern during all of these years about
the tremendous amount of this uncontrolled creation of
liguidity, and about itsirapidity.,Germanswerenot the only
ones who believe that such a pace in liquidity creation
has something to do with world inflation which, in fact,
reached its peak from 1973 to 1975. Admittedly, the oil
price increase made anti-inflationary policies much more
difficult to persue. But the easy availability of reserve
assets and credit facilities undoubtedly did more than just
facilitate the financing of o0il deficits. Under the impact
of crisis it was agreed too quickly that large econowies
were unable to adjust and, therefore, there should be easy

access to deficit financing.

The lesson from this experience evidently has not been

learnt. In full view of another bout of uncontrolled



liquidity creation stemming from the US deficit, another
issue of SDRs has been proposed. In German opinion, this
would not seem to be justified. However, there is no
Supreme Court to examine the validity of arguments in
the context of Article XVIII Sec. la of the IMF statute.
Decisions on such creation of "controlled" liquidity is
préceeded by staff studies and by an exchange of views
in IMF, OECD and EC bodies. But both the studies and the
views are political ones, and eﬁentually there has to be

a political compromise.

IfI. 0il and other deficits

The first burst of international liquidity (1970 - 1972)
was enough to do away with the system of fixed exchange
rates, and the o0il price shock led to quick agreement among

industrial countries that oil deficits "had to be accepted”.

Germany felt no difficulty in supporting the view that most
countries would have to finance their oil deficits by
~incurring debt until the increased oil bill could be payed
for "in real terms”. The question, however, how long this
financing could and should continue was left unanswered.

" The following years demonstrated that few countries were
able to realize the real transfer quickly. Germany succeeded
'in turning her trade deficit with OPEC (including o0il) which
amounted to DM 13,3 billion in 1974 ihto a surplus of around
DM 1 billion in 1977. A similar success was recorded by
Japan. But other economies failed to capture a larger-share

of newly opening OPEC markets.



Experts had thought that the US would be less affected by
the oil'price-increase because of their large domestic
enerygy production. However, some years after the crisis

it turned-out that the US developed a particularly lgrge
oil deficit, accompaniea by a rising trade deficit vis-a—vis
Japan. This was certainly not considered a beneficial
contribution to adjustment. But it is interesting to note
that international experts, thinking more in terms of
growth policies than in terms of adjustment, tended to feel
that it would be rather dangerous if the US would try to
redress their current account. Even in 1977 they advised
~the US not to slow down their cyclical upswing, inspite

of the emerging record current account deficit of about

20 biilion $ and the downfall of the dollar in exchange _
markets. The United States were excused from quick adjust-
ment, with the exception of energy policy. And even this
was not criticized regarding the efficiency of the measures

envisaged, but merely regarding the legislative delay.

Time and again the German representatives Had stated that
Germany would accept a deficit in the currént account, a
reduction of her exchange reserves, an appropriate measure
of appreciation of the DM rate, and a reduction in the
German share in world markets. [ Germany did expect
her partners to really earn their way by normal competition.
But evidently most countries, even when benefitting from
currency depreciation, seemed unable to exploit growing
markets for themselves, with the exception of UK - although
the export rise looks limited to oil - and:Italy, where

the improvement in the current balance had to be payed for
by too little GNP growth. o '



Recognizing the needs of other countries 1less able to
react, Cermanj cooperated fully to make the financing of
0il deficits easy. The Government refrained almost
completely from approaching the Euro-markets for budgetary

financing, well aware of more urgent needs on the paft of neighbour-

mcouhgfiés. 7 ______
was approved wholeheartedly. Germany was ready to participate
in the OECD Support Fund (which was deadlocked in the US ‘

Recycling of funds through official channels

Congress) and presented a scheme of her own for an Investment
Fund for oil dollars (an idea originally tabled by Treasury
Secretary G. Shultz but also discarded soon). Germany was
among the first to contribute to the IMF 0il Facility,

agreed to the Extended Fund Facility (1974), subsidized

the Trust Fund (created in 1976 out of IMF gold sales} and
voted in favor of the Witteveen Facility (still before

the US Congress at the time of the 1978 IMF Annual Meeting).

The only concern Gérmany felt related to the stability of
Euromarket opefations. In 1974, there was uncertainty about
the ability of Euromarkets to handle the fécycling problem;
Rechannelling of oil dollars to where they were most needed
was 6fficially supported by giving‘relevant information

to banks. But there was less coordination between banks and
Governments than some thought necegsary. For a while at
least Euromarkets became more cautious after the ﬁerstatt
failure; This failure surely was a wholesome warning against
overextension in general. German officials seemed to be more
concerned than others about possible 6verexpospre of |
individual banks. Failures could have led to chain reactions.
We looked, therefore, for measures to improve marxket ﬁrans— |
parency and bank supervision. But as the authorities in
other centres of Euromarket activity, London and Luxembourg,
did not share our concern, international action has not been
taken yet. '



In all, deficit financing from official and private sources
did not-pose too many problems during 1974 and 1975. In

the JYollowing year, some countries began to feel the limits
of their creditworhtiness. This soon induced them simply

to ask for more official financing facilities. If théy
continue to succeed with this line of thought,.easy
financing of deficits will go on and balande of payments

adjustment will, in all probability, have to wait.
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FLOATING AND ADJUSTMENT

When the o0il crisis came Germany was happy to see her exchange
rate floating already with other snake currencies. Since the
end of 1972, the DI had already appreciated against the Dollar
by 33 % in Sept. 1973. This had been called "overdone"™, i.e.
more than required to offset changes in relative export prices.
But Germany did not counteract and, as a consequence, expected
a noticable reduction in the current account surplus.'At that
time nobody dared to expect that 5 years later (in Sept. 1978)
the DM would have risen by 66 % against the dollar. The 1977
surplus, however, still equalled that of 1973.

After the oil crisis, floating was considered quite useful to
absorb shochs like this. On the other hand, there was a wide-
spread desire for rules and surveillance. It was also felt that
economies might be pushed apart and additional inflationary
impulses generated, since the effects of exchange rate changes
were likely to show less quickly on current account than on
prices. As Sterling and the Lira became very weak, experts
argued that depreciation resulting from actual or anticipated
high rates of inflation could tend to perpetuate through the

- effect of high import prices on wages. This "vicious circle™
proved particularly vicious, indeed, when there is a automatic
price~wage-indexation or escalatbor clause, as is the case in
Italy. "

In German opinion the vicious circle theory does not go very

far because no exchange rate change can have the invended effect
on the balance of payments if complementary domestic demand
policies are migsing. According to German views, monetary policy
although i1t should not and need not be directed exclusively and
always toward externsl objectives can have a strong effect on
the exchange rate.

771 in the countries concerned, there is a well recognized
need for monetary restraint on purely domestic grounds, and this
weuld also be helpful to limit any "overshooting" by the

“exchange rate.



-

Germany was not overly afrald because of the DM appreciation.
Only when the dollar began its rapid decline vis-a-vis the DM
in October 1977 there was some nervousness on the German side.
Partly this was an outflow of uncertainty how long this would
continue. Partly it had To be seen as a reflex of US teachings

on what growth policies would be appropriate for Germauny.

"Overshooting"” was seen normally as'something to compléin about.
In other casés the same phenomenon was named "real exchange rate
change", and then - curiously‘enough - it was welcomed because
only such changés could be expected to help in the adjustment

of current accounts. There was even disappointment about the
failure of floating to bring about lasting real exchange rate
changes which could really reduce the imbalance of current
accounts. This judgemen; is not casy to understand: Floating
exchange rates simply could not be expected to do more than
just reflect the relative competitive positions, but not to
change these positions. And as long as there is no practical way
to enforce real exchange rate changes by policy measures, or

- to make them last, countries can hardly do anything but to rely

on domestic measures bearing on the current account.

Adjustment By Demand Management?

Disappointment with the role that floating rates were able to
play in balance of payment adjustment, and recognition of the
fact that easy deficit financing tends to delsy adjustment,

the international discussion took a new turn late in 1976:

The recession which was so stubbornly plaguing most industrial
and developing countries perhaps was to be remedied by differen-
tial demand management.

Without any doubt, demand management is o be regarded as an
appropriate policy complementary to exchange rate changes. It
has the advantage of showing effects on rather short notice,
while exchange rate changes ncea around two or three years

to work themselves through. But it was not simple demand
managenent that was recommended but a somewhat refined version



of it called differential demand management. According to this
prescriptibn, the main responsibility would rest with countries
in a strong balance of payments position, while weak countries
would more or less be excused from applying any kind of demand
restraint as long as their GNP growth is less than modestly
positive. Here again we were confronted with the old Leitmotiv
of burden sharing.

When this thesis was first mentioned, Germany could still point
to a 5 % GNP growbh prospect and an increase of 16 % of import
volume (as against a more 13 % for export volume). The call

for differential demand management in Germany did not sound
very imperative. .

More important, however, was the feeling that the exemption for
"weak" countries from applying monetary restraint lacked
‘credibility, as it is well known that several countries suffering
from strbng inflationary pressures are badly in need of some
monetary restraint, but are unable or uﬁwilling to apply
effective measures. They should not be excused simplj because

"7 their legal and political structure 18ads t0 jan ingtitutional-
ised habit to have fiscal expenditures financed directly by
their Central Bank. If this argument is acceptable in inter-
national discussions it is only fair to accept arguments presen-
ted by the German side which explain that demand management,

in certain cases, does not seem to be a very promiging way

to cope with economic slack.

Recent German experience has shown that demand is not so easy

to manage. What can be managed is bank liquidity and, by tax
relief and deficit spending, ligquidity in the hands of consumers
and investors, including public authorities. Whether or not this
liguidity will and can be transformed into effective demand

is an open gqguestion.

Our recent programs for public expenditure have proved difficult
to set up. In conditions of present day Germany, the preference
is for public investment. But once a couantry has gone through

a decade during which public investment projects have been
carried out massiﬁely, it is not easy to recommend still more
additions to infrastructure to those levels of Government where,
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‘up investment. In fact, there had been hardly any net real

. a wldespread hesitation to make additions to industrial capacity

in a federal system, building and construction projects are
planned and executed. Even if, for general economic reasons,
such projects are called for, it is difficult to persuade

local authorities to incur still more debt when they feel
overburdened already, and when There already is some over-
investment in house buildings, surplus capacity in kinder-
gardens, elementary and high schools, when municipal recreation
facilities and modern townhalls are plentiful and when there

is even a surplus of hogpital beds. In a situation like this,
the German Government in it's program of DM 16 billion DM

for four years, concentrated on environment improvements and
technological research. But even such a program would appear
like a feeble attempt at relaunching an economy in which
investment expenditure by all public authorities amounts to
only 16 % of total investment.

The private sector, too, geemed to need some impetus to step
investment in industry since 1970. But undeniably, there is

while existing capacitieg still are underemployed, and there
is a tendency to focus investment on lsbour saving projects,
giveh the fast increase in labour cost (wages and social
contributions) during recent years. In all, there seemed to be
no great chance to step up investment by tax meagures.

Finally, there is a possibility to increase consumer demand.
Germany had been told to try this, in view of Germany's _
proﬁensity to import which seems to have increased noticably
during recent yéars. In this way, much of the supply would conme
from foreign countries - a prospect fitting nicely to the

locomotive thedry. It can be seen easily that in this case,
the main benefit would not go to German production and employ-
ment, but other countries.

The desire to see the German exbernal surplus vanishing is
understandable and sven Jjuvstified in the interest of inter-
national eguilibriuvm. As already mentioned, Germany agreed
to accept a current account deficit for a number of years,




and to loose exchange reserves. This was and still is an
official attitude and not just lip service. However, it is
extremely difficult to envisage an economic scenario in which
Germany would run a trade deficit. A large part of German
industry has been producing for world markets. This export

oriented capacify has been created over the last two decades,

partly due to a long period of undervaluation of the Deutsch-
mark. This part of industrial capacity would go unutilised,
implying unemployment, or would have to be converted to pfoduce
goods for domestic use. Both solutions would cause major
problems of friction.

No expert or international organisation would be able to
describe a pattern of production for Germany which would
correspond to a trade or current account deficit or even to
equilibrium, and, at the same time, remain compatible with an
appropriate level of employment. There would have to be
industrial or tertiary sectors expanding enough to assure
sufficient employment. But it would be very difficult Yo define
them, and more so to describe policy measures which would
reduce capacities in one branch and, at the same time, give
expansionary impulses to other sectors with medium term growth
prospects.

Similar problems would arise in an attempt to stimulate imports
up to the point of near current account equilibrium. This
clearly cannot be achieved through specific import stimulatioh.
And it still has to be explained to us how this could be done

by "demand management'.
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