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11,30 TAVOLA ROTONDA
Vivere con I'Euro

Le implicazioni per l'economia dell’mtro-
duzione della moneta unica.

Moderatore: Giulio Awnselmi (Direttore,
ANSA, Roma)
Partecipanti: Rosario Alessandrello (Consi-

gliere Incaricato per I'Inter-
nazionalizzazione, Confin-
dustria, Roma)

Vannino Chiti  {Presidente,
Conferenza dei Presidenti
delle Regioni e delle Provin-
ce Autonome, Roma)

Sergio D’Antoni (Segretario
Generale, CISL, Roma)

Aldo Fumagalli (Amministra-
tore, SOL 5pA, Monza)

Roberto Pinza (Sottosegreta-
rio di Stato, Ministero del
Tesoro. Presidente del Co-
mitato Strategico per 1'Euro,
Roma)

Giuseppe  Zadra  (Direttore
Generale, Associazione Ban-
caria Italiana, Roma)

13,30 Pranzo-buffet
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A soli quatitro giorni dalla pubblicazione delle valuta-
zipni della Commissione di Bruxelles e dell'Istituto Mo-
netario Europeo sullo stato di convergenza economicn
dei Paesi dell’Unione in vista dell’Euro, I'Istituto Affari
Internazionali di Roma in collaborazione con la Regione
Liguria e la Fondazione Carige, propone un’approfondi-
ta riflessione sulle conseguenze nel Mondo, in Europa e
nel nostro Paese, di questa storica decisione. A questo

scope sono stati invitati a partecipare al Convegno di

Genova alcuni tra i migliori esperti ed operatori italiani
e stranieri, le cui relazioni e i cui interventi consenti-
ranne ai partecipanti di leggere poi quelle valutazioni
con In migliore cognizione di causa.

I lavori si svolgeranno con traduzione simultanea
in Italiano, Inglese e Francese.

Segreteria Scientifica:
Istituto Affari Internazionali

* Palazzo Rondinini

Via A. Brunetti, 9 - 00186 Roma
Tel. 06/3224360 - Fax 06/3224363

Segreteria Organizzativa:

Symposia S.r.L.

Borgo S. Lazzaro, 17 - 00136 Roma
Tel. 06/39725540 - 39725545

Fax 06/39725541

E-Mail: symposia@iol.it
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VENERDI 20 MARZQO

14,45

15,00

16,15

Saluto di apertura
Giancarlo Mori
(Presidente, Regione Liguria, Genova)

Vincenzo Lorenzelli
(Presidente, Fondazione Cassa Risparmio
Genova e Imperia)

I SESSIONE

L’Euro e il nuovo modello per 'economia
europea

L’introduzione dell’Euro comporta l'avvio
di un nuovo modello economico per 'Eu-
ropa che non pud essere quello americano.
Quali ne possono essere le caratteristiche?

Mod_erator,e:' Luca Paolazzi-(lnv-iato, Il Sole

> 24 Ore, Milano)

Relatore:” - . Stefan Collignon (Direttore, |
Association for Monetary
> Union in Europe, Parigi)
Panet: Franco Bruni (Istituto di Eco-

. nomia Politica, Universita
Bocconi, Milano)

Fausto Cuocoloe (Presidente,
Banca Carige S.p.A., Genova)
Daniel Gros (Economista,
Centre for European Policy
Studies CEPS, Bruxelles)
Paolo Guerrieri (Universita
“La Sapienza”. Consigliere
scientifico, [AL, Roma}
Antonio Pedone {(Presidente
.Onorario, CREDIOP S.p.A.,
Roma) )
Loukas Tsoukalis (Universita
di Atene., London School of
Economics, Londra).
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17,15

18,30

Intervento
II cammino dell’Italia verso U'Euro: la mis-
sione del gruppo dei Quattro

Umberto Vattani (Segretario Generale, Mini-
stero degli Affari Esteri, Roma)

I1 SESSIONE

L’Euro e il sistema monetavio internazionale
L'introduzione dell’Euro produce un
mutamento strutturale profondo nelle
relazioni monetarie internazionali oltre
che nuove opportuniti per la riforma del
sistema. :

Moderatore: Paolo Garimberti (Editoriali-
sta, La Repubblica. Direttore

I Venerdi di Repubblica,
Roma)

Robert A. Mundell (Professore
di Economia, Columbia Uni-
versity, New York)

Relatore:

Panel: Hervé Carré (Direttore per gli
Affari Monetari, Commis-

sione Europea, Bruxelles)

Rainer Stefano Masera (Diret-
tore Generale, Istituto Mobhi-
liare Italiano, Roma)

Pier Carlo Padoan (Universita
“La Sapienza”. Consigliere
scientifico, IAL, Roma)

VIDEOCONFERENZA
Franco Modigliani (Professore di Economia,

Massachusetts Institute of Technology,

Cambridge)

SABATO 21 MARZO

09,15 IH SESSIONE

L’Euro e l'Italia ‘

Quali opportunita e vincoli per il nostro
paese? :

Moderatore: Carlo Rossella  (Direttore,
. La Stampa, Torino)

Relatore: Marcello De Cecco (Univer-
sitd “La Sapienza”, Roma)
Panel: José Luis Alzola (Economista,

Salomon
Londra)

Mario Baldassarri (Universita
“La Sapienza”, Roma)

Smith  Barney,

Lorenzo Caselli (Preside Fa-
colta di Economia, Univer-
sita degli Studi, Genova)

Enzo Grilli (Direttore Hsecu-
tivo, Fondo Monetario Inter-
nazionale, Washington)

Paole Onofri (Consigliere del
Presidente del Consiglio dei
Ministri, Roma)

Norbert  Walter (Deutsche
Bank Research, Francoforte)
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The Sustamabzlzty Report

STEFAN COLL]GNON

: European Monetary Union is at hand What hasua been a lenghty (40 years‘)
and sometimes painful process is finally coming to completion o

- However, certain question remain: Will EMU last? What are the constraints on
future pohc)es’? Will labour markets be up to the new challenge?

~ ‘When asking these questions we have effectively already moved beyond 1999:
we are the way EMU will work in practice. o

1. Sustaining Monetary Convergence

" The convergence process over the last decade indicates that policies preferences
have converged in favour of long term price stability. In Europe the significant
convergence in inflation rates and the simultaneous reduction’in nominal interest rates
since the 1980s is a manifestation of this consensus.

A country's decision to join EMU depends on cost-benefit considerations. All
benefits increase with the size of EMU, Costs are related to policy preferences. The
benefits are related to transactlon cost savings, a larger and deeper financial market and -’
the reduction of risk premia in real intercst rates and therefore encouraglng investment.
The costs of abandening exchange rate instrumcnt are shoit term. Inthe long rum,
devaluations in response to shocks lead to inflation. higher interest rates and real wage
resistence. Therefore, giving up the exchange rate is no cost in the long term, but a
benefit. Costs from joining a monetary union would only arise if the quality of the
carrency's purchasing power would be insufficient to keep peoples trust to use the
currency. Therefore, sustainable EMU requires maintaining price stability.

Given that the net benefits of EMU are in the long run dependent on the
maintenance of a good and stable currency, it would be against each EMU mernber s
own interest to behave in a manner inconsistent with long-term price stablllty -

Transitory shocks are not a threat to EMU's sustainability, even if they may
cause temporary losses. For the short term gain of leaving the Union must be compared
with the. expected persistent future gams within the Union after the shock has
d1sappeared

In conclusmn the convergence path to EMU seems to have been a pamfui
purgatory to a bettet life in EMU.



2. Sustainability of public debt is assured in the foreseeable future . RS

The consolidation of public finances has improved in all 15 EU countries.
This has been duc to restrictive fiscal policy stances and the improvement of the
macroeconomic environment in recent years with jower interest rates and higher growth.

« . Although in most countries anticyclical behaviour is observable, this does not
seem (o have coused the rising debt levels. Rather the high interest burden was the
principal cause for the rising debt ratio in EU countiries.

"The fiscal policy reactions in recent years have been- consistent with stable
govemment finances and sustainable budgetary positions. The high debt levels are of no
significant concern for the sustainability of EMU. A continuation of the fiscal policy
stance of recent years would imply a stabilisation of the debt ratio around 70 % given
Europe' s low growth rates. However, the speed of policy adjustment is likely to accelerate
under the provisions of the Growth and Stability Pact.

3. EMU helps to consolidate public finances

" The sustamablllty of debt position of highly indebted countries like Haly would be
51gmﬁcantly higher within EMU than outside due to permanently lower interest rates. This
has not caused negative externalities for stability-core countries as evidenced by recent
convergence of interest rates to lower levels.

Growth js expected to improve in the single market through the elimination of
the exchange rate risk and lower interest rates. This is an important contribution to the
persistent consolidation of public finance and -will favour private investment and
economies of scales for firms.

In conclusion: The countries' ability and willingness to consolidate public
finances will be easier w1th1n Monetary Union than outside.

4. Wage d-eveldf)ment to support price stability

Price stability can only be guaranteed if all economic agents behave in line with
the central bank's stability commitment. This applies in particular to wage bargainers.
Excessive wage growth raises domestic production costs and translates into inflation.
When the Ceniral bank refuses to accommodate inflation, the fixed amount of nominal
money bal_an_c_qs will restrict real economic growth and cause unemployment.

‘ Productivity-orientated wage increases are the Golden Rule for a stability
consistent behaviour of social partners in the long run. This rule becomes even more
important in a monetary union where exchange rates cannot be adjusted. When unit laboir
costs fall because wage restraint keeps nominal labour cost increases below productivity
increases, the Central bank must cut interest rates to avoid deﬂag‘ion. The combination



-,

of lower unit labour costs and lower interest rates will then lead to high growth and
employment creation.

European unit labour costs have stabilised in the 1990s after rapid growth in the
80s relative to Japan and the U.S. They have also converged within the EU. In eight
countries unit labour costs show increases below 2 percent p.a. over 1990-96, and only in
two countries did labour cost increase by more than 2.5% p.a.

Thus, despite famous structural rigidities the development of labour costs in
eligible EMU countries does not pose a danger for the new currency's sustainability.
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The Impact of the Euro on the International, Monetary Ol lgopoly
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1. The Significance of EMU

The European Council will meet at the beginning of May 1, 1998 in London to
announce the final decisions regarding the countries that are eligible to proceed to
European Monetary Union (EMU). The next day the selected countries will meet in
Brussels to make the decisions requtred to 1mplement the decisions. The (up to) six
executive directors of the ECB will be appointed, including the president and vice
president and the designated countries will lock exchange rates by July | at the latest,
and the ecu will become the euro on January 1, 1999. On this date, the process of
replacmg national currencies by euros within banks will begin. On January 1, 2002, the
circulation of euro banknotes and coins will begin, to be completed six months later,
when the legal tender status of national banknotes and coins will end.

By the middle of 2002 the technical transition w111 be complete. By this time a
substantzal degree of centralization of foreign exchange reserves will have taken place
and monetary pollcy will be governed by the European: Central Bank, on behalf of the
European System of Central Banks. The national central banks will then be relegated to
much the same position as the twelve Federal Reserve D1strlct Banks of the Federal
Reserve System of the United States From that date hence, the monetary histories of the
member European. states will end and the hlstory of the core of the European Unlon asa
single monetary entity will begin.

. Itisa foregone conclusion that eleven countries out of the fifteen members of the
EU will proceed to. EMU. The UK., Sweden and Denmark have exercised their right to
opt out or delay entry. Of the other twelve, all have achieved the crucial deﬁc1t
convergence condition of 3 percent except Greece. Of a total EU population of 375
mllllon the EU-11 will total 293 million; of an EU GDP of $8.2 trillion, the EU-11



GDP will be $6.8 trillion. When, as can be forecast, all members of the EU have joined
EMU, it will represent a single-currency area that is fully the equal of the United States
and that, as the EU expands to the south and east, becomes substantially larger.

The introduction of the euro will mark an important turning point in the
international monetary system. It will certainly be the most important change in it since
the advent of flexible rates in 1973 and since President Richard M. Nixon took the
dollar off gold in August 1971, But its significance is even deeper. The collapse of the
Bretton Woods arrangements altered the modus operandus of the exchange system, but
it did not change the power configuration of the international system: both before and
after 1971, the dollar was the dominant currency. The introduction of the euro, on the
other hand, will change the status of the dollar in the international monetary system and
alter the power configuration of the world monetary system. In this sense it will be its
most important development since the dollar replaced the pound sterling as its dominant
currency in the 1st world war.

The euro will create an alternative to the dollar as the main standard of value in
the international monetary system and vie with the dollar for seigniorage in the reserve
currency market. It will also become a viable alternative to the dollar as an anchor
currency. A decade from now the international monetary system will look very
different. This article will try. to assess the long run effects of the euro on the
international monetary system and its impact on financial markets during the transition.

2. The Pound and the Dollar

“ Epochal events such as the introduction of the euro must be appreciated in' the
panorama of monetary history. The world economy has always been in need of a’
currency for international transactions and in the absence of an official world currency,
the void has usuatly been filled by the currenc1es of the greatest powers in the period of
~ their ascendancy. Two main factors operate to make a currency dominant: its stability’
and the size of its transactions area. Shekels of Babylon, darics of Persia, drachmas of
Athens, staters of Macedon, denarii or aureil of Rome, dinars or dirhems of Islam,
maravedis of Spain, deniers of the Carollnglan, florins, ducats and sequins of the Italian
states, scudos of Spain, thalers of Austria, lwres and francs of France, pounds of
England and dollars of the United States have each successively been widely used as
international currencies. In our own times the pound sterling and the dollar have been
great international currencies. For future reference, it is important to note that all these
1mp0rtant international currencies were elther metallic or backed by gold or silver.

: . The pound sterling goes back to early England but it was in the reign of William
{11 that the Bank of England was established and gave English finance that flexibility
that made it the dominant international currency when Britain reached its ascendancy in
the nineteenth century. The pound, however suffered a jolt with World War 1, at a time
when its successor, the dollar, was waiting in the wings. After World War II, the Bank
of England was nationalized, Britain's empire fell away and monetary policy fell v1ctnn
to the Phillip's Curve. Elizabeth 1 had a more stable monetary policy than Elizabeth II.

Both size and stability factors made the dollar dominant. Already by the 18705
the U.S. was the largest economy in the world, and by the outbreak of World War I, its



"GDP was more than thricé its nearest economic'rivals, Britain and Germany. The inter-

" war weakness and 1nstab111ty of the pound reinforced feliance on'the dollar. After World
‘War II, the transition‘had become complete and in:the post-war decades, the dollar
achieved a position in world finance unrivaled in monetary history.

Anchored to gold, the dollar presided over an era of remarkably low
‘unemployment, high.growth and price stability, a great period. that stands out in its
'_:perfo'i'mance' characteristics far above ifs immeédidte predecessor-in the 1930s or its
" successor in the 1970s. Nevertheless, fault’signs began to- appear in the international
“'monetary structure as-early as the 1950s. Although the architects of Bretton Woods had
" tried to create a symmetrical structure, in reality it was dramatically asymmetrical with
"respect to the role of the dollar: other currencies were linked to the dollar and only the

dollar was linked to gold. Equilibrium in the system required a correct relationship
between gold and the dollar. But wartime price increases had made gold, the price of
which had been set in the 1930s, undervalued. It was just a matter of time before the
United States would no longer be able to convert dollats into gold at $35 an ounce for
foreign monetary authorities. By the early 1960s the United States had lost half its gold
reserves to European countries. Inevitably, the dollar became lnconvertlble in 1971:
when the dollar left gold other currencies left the doilar. ' L

3. U.S. and World Inflation

The severing of the link to gold and the movement to flexible exchange rates did
" not prove to be a forward step for the world economy; confrary to the predictions of its
" advocates, flexible exchange rates did” not reduce the need for international reserves,
 lead to the elimination of controls, reduce unemployment, or preserve price stability. In
~ the decade of the 1970s, the world economy moved toward stagflation, with high and
rising unemployment, and an outbreak of inflation unprecedented in world history. -
Freed from the "albatross" of gold, US monetary policy became more
inflationary. Freed from the discipline of convertibility into the dollar, the other
countries also inflated. Left untended, the euro-dollar market explodéd: from less than
%10 billion in 1968, it would top $10 trillion three decades later. Gold and oil prices
 soared, huge oil deficits were financed through the 'Eurodollar market, and inflation,
" acting on progressive tax schedules, shifted taxpayers into higher brackets, increasing
_”"unemployment High inflation and the falling dollar in the late 1970s drove Europeans
" into the creation of the EMS as a defense against the dollar.
A major objection to the dollar as an international currency had been that it gave
the United States a power and income that other countries did not have. Even in the
“absence of inflation, the larger European countries vexed under what General Charles
De ‘Gaulle called that "exorbitant privilege” by which dollar balances were used as
mternatlonal reserves, enabling the United States to finance what his advisor, Jacques
Rueff ‘termed a "deficit without tears." Whereas other countries had to settle their
deficits.with owned reserves, the United States was enabled to settle its deficits with its
own currency, an IOU of the United States, that, instead of being returned for payment,
‘was added to foreign reserves. The gain the United States acquired from the use of the
dollar as-an international currency was a form of "seigniorage" or money tax.



Inflation aggravated the problem. When the US inflation rate went up, the real

value of dollar balances went down. In order to keep the same real value of reserves or
the same prcportlon of reserves to imports, countrles would have to augment ‘their dollar
holdings just to stay level with inflation.. The more uUs 1nﬂat10n the more the rest of the
world had to pay in seigniorage.
, ‘The problem could have been avoided if flexible exchange rates had made
international reserves unnecessary, as--fo repeat--its advocates predicted. The
seigniorage argument against the dollar would not have applied. But in fact world
reserve exploded with flexible exchange rates .and countries that did not maintain
sufficient reserves suf‘fered repeated crises and loss of soverelgnty to the international
organization. It is no accident that the four Asian developing countries that escaped the
worst of the current Asian crisis--China, Smgapore ‘Hong Kong and Taiwan--had
massive exchange reserves. .

4. US Inflation, Debts and EMU

Not surprisingly, then, the impetus for a European currency to replace the dollar
has been strongest when the dollar is in excess supply. Rising inflation and the weak
dollar in the late 1960s led to the 1969 Hague summit, which established formally the
goal of monetary union; the weak dollar in the late 1970s provoked the Bremen Summit
and the European Monetary System; and the weak dollar in the late 1980s led to the
'Delors. Report, the substance of which was implemented by the Maastricht Treaty. By
contrast, not much was heard about monetary union when the dollar was comparatively
strong in the middle 1960s, the middle 1970s, and the early 1980s. If the strong dollar
‘today weakens the argument for E MU, it nevertheless has the compensating benefit of
heipmg the weaker European countries to _satisfy more easily their Maastrlcht
convergence requirements.

Forces similar to those at work to undermme the dollar under the Bretton
Woods arrangements act today to threaten the dollar in the futuré. In the post-war
system, growing countries bought dollars to add to their reserves imposing on the U.S. a
balance of payments deﬁclt Desptte flexible exchange rates the same tendencies persist
in the present system but i m expanded form. If because of growth of outputs, countries
~want to add to their dollars or dollar assets every year, and buy these assets in the New
York capital market, the capital inflow increases expenditure in the United States
relative to its income and i Imposes a. trade deﬁcn on the United States. Since the late
1970s and early 1980s, the U.S. trade deﬁc1t has contmued to mount, building up a pile

.of mtematlonal indebtedness that is unlque not just in Amerxcas history but in the
hlstory of the world.

The United States can take pride in recent economic performance. With the
exception of a nine-month recession in 1990-91, the fifteen years between 1982 and
1998 have seen low inflation rates and ccntlnuous expansion producing no fewer than
38 million new jobs. This is more than the entire labor force of Germany! But it would
be.a mistake to ignore the downside of this perlod In the same fifteen years current
_account deficits have exceeded $1. 3 tnlhon - turning the United States from the world's



. biggest creditor to its biggest debtor. When it ends, the Clinton-Gore administration
alone will have presided éver cumulative trade deficits of more than a trillion dollars.
Fundamenta! changes have occurred in the U.  S. economy .in the past half-
-+ century. In the 1940s, the United States accounted for over a third of the world's output,
... was a large net capital exporter with a strong trade surplus, had an .overwhelmingly
... strong reserve position with two-thirds of the world's gold-stock, and was. by far the
 world's largest creditor nation. A half century later, the United States accounts for less
than a quarter of the world's GDP, is the largest capital importer with a huge and
. seemingly chronic trade deficit, has negative net reserves, and is the world's largest
~ international debtor nation. Although more favorable demographics in the United States
than in Europe or Japan may provide a ternporary respite, the debt problems will one
day come home to roost.
The Peter Principle, that in a hlera.rchy every employee tends to rise to his level
’ of incompetence, applies to the hierarchy of currencies. Like its predecessor the pound,
~ the use of the dollar will inctease until it is extended beyond the point of its utility. The
time will arrive when the pileup of international indebtedness--in itself a consequence of
faith in the dollar--will make increased reliance on the dollar as the world's only main
international currency untenable. It would be rash-to predict instability of monetary
policy in the United States in this spectacular fifteen-year boom and while it is under the
_Greenspan’ watch. But the boom will not go on forever and when it ends, there could be
..a spectacular‘run on the dollar. The huge stock of international reserves held in dollars
makes that ¢urrency a sitting duck in a currency crisis. It was no accident that the dollar
fell to 79 yen in 1995 at the peak of the fallout from the Mexican crisis, wrecking havoc
with Japan's already distressed economy. : The position of the United States as a the
, great debtor will eventually undermme the stability of the dollar as an international
IESETVe CUITency.

" A dollar-based system was inevitable in the early post-war years, when the rest
of the world was wrecked by wars and racked by instability. But with the soaring
strength of Europe and Japan, sole feliance on thedollar as the main reserve, invoice
and intervention curréncy presents risks that-are.no longer necessary. While the dollar
will continue to be an important part of the international monetary system--and perhaps
remain the most important part of it for years to come--it is no longer necessary or even
healthy for the United State or the rest of the world to rely solely upon the dollar.

5. Four Options

_ What should other cotintries do in the world of a potentially unstable dollar?
. There are several options. National floating is one. “This is the option most favored by
the International Monetary Fund, acting on the 2nd amendment to the IMF Articles of
Agreemernit. But this:policy. has not worked out in practice. It has led to more inflation
than at"aﬁ}:r‘__time’ih“ history. 1t fails to give the smaller countries a target for economic
policy. It balKanizes ‘the non-dollar world. It exaggerates the power and importance of
the dollar. A world of floating exchange rates remains a dollar world that can only end
when the dollar becomes unstable:



A second optioh requires the creation of a multilateral world currency. It was the
great opportunity missed at the 1944 Bretton Woods meetings. The two major plans
discussed 'at Bretton Woods--the Keynes and White plans--in 1944 each contained
provisions for a world curréncy--Keynes' bancor,” White's unitas. But the United States
rejected the idea of an international currency. The post-war system was based on gold
and the dollar with no provision for an internatiotial currency. There was a provision in
the Bretton Woods agreement for keeping the system going--a unilateral reduction in the

‘par value of all currenmes--but thlS solutlon was adamantly rejected by the United

' States.

Historically, international monetary reform in the direction of a world currency
is blocked by the presiding superpower. Nothing is more inevitable than self- interest.
Britain in the nineteenth century rejected the reform plans put forward by France, a
descending power, and the United States, an ascending power, mainly on the self-

" interested grounds that it would challenge the world role of the pound. Similarly, the

* United States in the twentieth century--in 1933, in 1944 and in 1973--blocked proposals
for an international monetary reform that would clip the wings of the dollar. When the
SDR was established, it had a gold guarantee; when the price of gold soared, the US and
its allies insisted that the gold guarantee be removed. :
Today, theré is no prospect at all for a world currency. Any proposal for the
establishment of, say the SDR as an international currency would in the past have been
blocked by the United States. Now that the euro seems to be a viable option, it would be
blocked by Europé Europe would look upon a proposal for basic international monetary
_ reform today as a mere ploy to undermine or pre-empt the euro.
A third alternative would be fixed exchange rates to the dollar--the Bretton.
" Woods solution. Such a solution would be workable for many countries provided they
let the balance of payments determine their monetary policy. A currency board
arrangement using the dollar as anchor is a specially tight example of this type of
arrangement. Such a solution allows countries to shelter under the dollar umbrelta. This
means aceepting the inflation rate set by unilateral Federal Reserve policy
but it would be a step toward away from inflation and toward stablhty for a wide range
of countries. .
Unfortunately, it would not have the multilateral patina of the IMF that the post-
war system had. It would be rejected by any of the larger countries unless the U.S.
committed itself to some form of convertibility--which, judging by recent decades, the
U.S. would reject. Unless the United States could develop institutions for
internationalizing a dollar-centered currency area--with a commitment not-to block
funds for political reasons--a dollar standard would be unacceptable to many countries.
) ‘A fourth option would be a system of optimum currency areas. Instead of nearly

‘two hundred countries floating their own ‘currencies independently, larger currency
groupings would exploit some of the economies scale and scope associated with the use
of money as a unit of account, medium of exchange and vehicle of settlement. Such
currency areas are usually asymmetrical, in the sense that smaller countries fix to a large
country whose monetary pohcles they are w1111ng to accept (The EMU area, however,
will be an exception.) ‘ ' ‘

A system of currency areas--optimal or not--is the likely outlook for the world
economy in the next few decades. There is and will always be for the foreseeable future



a dollar area. Nearly a falt dccomph is the guro area. It is also ]1kely, however that
" additional currency areas will develop in the other continents. A Japan-led currency area
in Asia is a distinct and imminent possibility when or if the United States withdraws its
~ objections to it. In the long run, however, the inefficiency of these arrangements will
make themselves felt and there will be a return of interest in a.global international unit
of account. :

6. A Dollar-Euro-Yen World

While other smaller countries might accept a fix to the dollar, such a solution has
- proved to be unacceptable to Europe. Unlike most of the other countries, Europe has an
- alternative. With the road to economic integration already paved, Europe needs qnly to
put the finishing touches on its common market with a common currency. With cleven
countries set to join, the stage will be set for a single currency area that can be a worthy
alternative to the dollar, T
The introduction of the euro would at once make it the reserve currency of
choice.for a large number of countries connected in trade and. finance with Europe.
Diversification from the dollar to the euro would begin once confidence in the policies
of the new European Central Bank had been established.
This attractive new option would be of enormous advantage to; other countries in the
event that the dollar again becomes unstable, and especiaily .for: countries where
political difficulties made a dollar fix unworkable. At first glance, the international
monetary system would seem to be dominated. by relations between the dollar and euro.
“Certainly these will be the two most important currencies, followed by the yen. The
dollar-euro wouid surely be the most important exchange rate in the world, followed by
the yen-dollar and euro-yen rates.” L
How such a tri-currency world would work out depends 1mportant1y on relatwe
- 'market sizes. The size of a single-currency area deterntines its liquidity. Obviously a
“currency that is money for 100 million people is much more liquid than a currency that
1§ money for 1 million. Size is also important for a different reason. The larger the
- single-currency area, the better it can act as a cushion against shocks.” If a shock such as
German unification, manifested in a debt-financed increase in annual government
-.spending and transfers of more than 150 billion DM, close to destabilizing the German
“economy, think of the effect of the same shock on a smaller economy. Alternatively,
think how much more easily the shock would have been handled had there been in 1992

" astable European currency!

, From the standpoint of size, the outlook for the euro is very favorable. The EU-
15 has a populatien of 375 million, and the EU-11, which includes those countries
-+ slated to enter EMU, contains 292 million, somewhat larger than the United States; by
- comparison, Japan has 125 million. At current exchange rates, the GDP of the EU-15 is
- running at the rate of $8.4 trillion, that of the EU-11, at $6.6 trillion. These: compare to
US GDP running at 8.5 trillion and Japanese GDP at 4.1 trillion. All of a sudden, with
or without the four countries that will not proceed to the first round, the EU becomes a
player on the same scale as the United States. Over time, as the other countries join, as
the per capita incomes of the poorer members of EU catch up, and as the EU expands



into the rest of Central Europe, the EU will have a substannally larger GDP than the
United States.
The Big Three economies are about equally open as. measured by the ratios of

1.+ exports or imports to GDP. Of course Europe is the most open.economy if judged by the

ratio of total exports or imports; the ratio of exports is around 30%. But for purposes of
international comparison, it is necessary to net out intra-EU exports and imports. When
that is done, the openness figures are remarkably similar, after making allowance for the
large trade deficit in the US and trade surplus in Japan and the EU-15. The US ratio of
imports to GDP is the highest, at nearly 11%; the EU-15 and Japan's import ratios are
substantially lower, at around 8%. With openness measured by exports, on the other
~ hand; Japan's and the EU-15's ratios are around 9%, while the US's is a little over 8%.

5 .- What emerges from-these numbers is the significant fact that the three giant economies

» - "-are all relatively closed, a fact that might lead to increased instability of exchange rates
= if any of the three regarded their exchange rates with benign neglect. :

-1 ECB Monetary Pollcy

The monetary pollcy scheduled for the EMU counmes is.clearly important. No
currency could ever survive as an international currency with a high rate. of mflation.
The lower the rate of inflation, the lower the cost of holding money balances, and the

- more of them will be held. In addition to a low rate of inflation, a stable rate is also
i+ - desirable;  because, however, inflation and variance go-hand in hand, much of the
- problem is avoided if inflation is kept low. - : S :

Additional considerations are predictability and con51stency in. mone*ary policy.
In-a democracy, both are abetted by .transparency. lf the monetary authorities openly
state their targets and their strategies for achieving them, the market and the critical

'+ ‘public will be able to make its own judgement about inflation outcomes.

From the standpoint of sound monetary policy, the outlook for the eurp is also
very favorable. The Maastricht Treaty is unambiguous in making price stability the
target of monetary policy; while the ESCB can and should assist the monetary union in
carrying out its other objectives, it is forbidden to do so-if such assistance would conflict
with price stability. Monetary policy will not be used to reduce unemployment by

"surprise inflation" or to inflate away embarrassing public debis. .

There remains considerable discretion for the 1ndependent ECB They will have
to determine how price stability can best be achieved. The problem is complicated by
lags in the effect of monetary policy. The best approach for a large.economy like the EU
is to target the. inflation rate, formulating monetary policy actions on: forecasts of
inflationary pressures.- Leading indicators that should always be taken into account
include gold prices, other commodity prices, rates of change in the different monetary
aggregates, the growth rate and bond prices. The most successful central bankers have
been pragmatists. But there is no reason why an independent ECB cannot be as effective
a body as the Federal Reserve System in the United States or the Bundesbank in
Gerrnany . : :



8. The Security Factor

P011t1eal stability is a sine qua non of monetary stability. That is why strong
“international currencies have always been linked to. strong central states in their
ascendancy. The EU cannot be considered a strong, central state. Indeed, it is hardly a
state at all. Monetary union will change that somewhat, and will be a catalyst for greater
political union. But political union is a long way down the-road. In the meantime, will
the fact that the EU is not a strong central state be a fatal weakness in the strength of the
euro? , - : ,

The answer is no--or at. least,,pr,o,b_ably not. The state:rs nee'ded.to prevent civil
“war and inhibit invasion; Europe has already had more than its shares of civil wars, and
one of the motives for Europeah integration has always been to ‘make intra-European
war impossible. At the same time, the Cold War ended, reducing drastically the external
threat to Europe. Even so, the security of Europe is well attended to by Nato, the most
successful military alliance in history. Allied with the military superpower, - the
prospects for peace in the next few decades are excellent. These factors greatly m1t1gate
what would otherwlse be a fatal defect - :

9. The Fall-Back Factor

Historical analogies can be treacherous. Medern currencies differ from the great
currencies of the past, which were all either gold or silver, or convertible into one or
both of those metals. Unlike paper currencies, they had a fall-back value if the state
collapsed If any of the Italian city-states coining the sequins, florins or.ducats of the
Middle Ages collapsed, the 3.5 gram gold content would always have a fallback value in
metal. That does not hold for a paper currency. When, for example, the Confederacy
collapsed in 1864, its notes became worthless. Until the advent of the dollar, there is no
historical record of any fiat currency achieving international sighificance. But the dollar
is the exception that makes the rule: it is itself a ghost of gold.

There is in this a lesson for the euro. In any great war scare, and especially one
that threatened the durability of the EU, there would -be a run on the euro that would not
be mitigated by any fall-back value. A run would have a devastating: impact on the bond
market. Even the‘possibility of a run'would make it difficult to float really long term
securities in euros. '

* It might be argued agamst thls that economies like Germanys thrlved even
when it was on the front line of the Cold War. Yet two factors need. to be understood.
The first was the existence of Nato, which kept Germany under the security umbrella of
the United States. The second was that Germany, like most of the other countries on the
European contlnent did not--or only rarely--issued debt exceeding 10-15 years. The
substantial issues of long term securities have been a phenomenon of the post-Cold War -
world. - : '

Of course the same quahﬁcanon of the strength of the euro could be used to
point up a potermal weakness for the dollar as weil. Total political and military security
can never be assumed. Nevertheless the US situation differs for several reasons: the
dollar’ has an old tradmon 1t is a military superpower; and, though a federation, has a
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“strong central government. The lesson in this for the euro is that the ESCB will need
larger holdings of external reserves than otherwise or than the United States.
Fortunately, the EU countries have dollars and gold in abundance and will therefore be
able to meet any foreseeable contingency.

10. -I‘)_ebt and the Money Multipiier

1 have already referred to the liquidity of the euro in connection with the size
factor and the ability of the euro area to insulate itself against shocks. But there are other "
liquidity effects to consider. Monetary policy will have to take into account several
liquidity effects associated with the introduction of the euro. First, there will be a once-
for-all liquidity effect associated with the replacement of national currencies by euros.
The replacement of the total stock of national currencies by euros will increase total
liquidity. This is because a euro, with a larger transactions domain, will be more liquid
than any of its component currencies. When, say 500 billion euros worth of national
currencies are replaced by 500 billion euros, European liquidity will be increased just as
if there had been a sudden increase in the European money supply. On this account
ECB monetary policy at the outset will have to be tight. ' o

A similar effect will be experienced in the bond market. Like all assets, bonds
have a liquidity dimension. Liquidity is measured by the ease with which an asset:can
be turned into cash without loss; it is inversely related to the cost of turning a bond into
cash and then requiring it. Bonds with a large market are more liquid than bonds with a
small market. The re-denomination of national debts and corporate bonds from local
currencies to euros will all of a sudden create a vast single market in Euro-denominated
bonds, a bond market of the same massive scale as that of the United States. The
liquidity of‘this debt will be much larger than the liquidity of the combined public and
corporate debts now denominated in national currencies. The redenomination of these
national debts is bound to create a revolution in the European and in world capital
markets.

How important is this liquidity effect hkely to be'? Some indication can be got by

comparing the degree of securitization in Europe with that of the United States and

Japan, the two countries in the world with the largest bond market. Outstanding
government and corporatebonds in the Big Three markets--taking the EU-15 as a singlé "~
entity--amounted to just short of $40 trillion in 1995. Of this total, $12.5 trillion ‘was
accounted for by the EU-15, and the remainder of $27 trillion by the US and Japan
together. The liquidity of the EU-13 debt w111 be greatly enhanced by the .adoption of
the single currency.

There isa related issue. The superlorlty of the new facnhty——the ability to issue
euro-denominated debt--will make larger issues cheaper and more attractive. But by
how much would the market expand? One heroic (or crude!) way to estimating the
potential increase is to compare ratios of outstanding bonds to GDP--securitization
ratios--in different countries. Using the outstanding-debt figures cited. above for 1995,
and taking the 1995 GDPs of the EU-15, the US and Japan as $8422 trillion, $7265
trillion and $5135 trillion respectively (remember these are translated into dollars at
1995 exchange rates), the securitization ratios in the EU and the US + Japan come to,
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respectively, 1.5 and 2. 18. This is a remarkable difference and at least part of it can be
attributed to the disadvantage the EU countnes have up until now faced 1n their
national-currency bond markets. No doubt there w111 be some shift from the other
markets to the European markets and also an increase,in total outstandlng issues in
Europe. Outstandirg bonds in.the EU-15 in 1995 would have had to have been an
additional $6 trillion to equal the ratio in the United States and. Japan The euro will
create magnificent new openings until the market reaches maturity.

_ Another liquidity effect concerns the money multlpller The ‘money mult1pher is
the EU-15 money supply divided by the supply of euro currency outstanding. Obviously
a considerable coordination problem is likely to arise because of different legal or
practical reserve ratios in the different member countries. But a more serious problem is
the creation of euro substitutes. Because the replacement of a national currency by the
euro transfers seigniorage to the ECB, each country has an incentive to minimize the
need for euros. This incentive exists even though it is weakened by the redistribution of
ECB. proﬁts to the NCB's.” What if the NCB's created a lender-of-last resort facility that
enabled the banks to get by on a far. smaller ratio of euros to deposit liabilities? The
incentive for NCB's to do so may be ehmmated for the most part by the provision by
which their money incomes are earmarked for the general account and then "allocated to
the national central banks in proportion to their paid-up shares in the capital of the
ECB. wh There nevertheless remain opportunities. for the private sector or another branch
of ,t_he government to perform functions previously performed by the NCB's. The EU's
money multiplier will have to be watched closely!

11. Redundant International Reserves

Much more well-known liquidity effects will arise from the centralization of
international reserves. It is convenient to divide these reserves into three types: (a)
foreign exchange held in European currencies, ECU's, IMF reserve positions and SDRs;
(b). foreign exchange held in non-European currencies; and (c) gold. Category (a) assets
"may" be held and managed by the ECB. The, ECB w1ll also receive "up to an amount
equivalent to" ECU 50 billion. The contnbutlons of each member state will be fixed in
proportion to its share in the subscribed capital of the ECB.

Reserve needs in Europe will be lower in Europe on two counts. Flrst once
EMU is formed intra-union deficits and surpluses will be netted out and reserve needs
for the union as a whole will be considerably smaller than the sum of the reserve needs
of individual members. If external (mainly dollar) reserves were at an appropriate level
before the union, they will be excessive after it. The same holds for gold reserves, of
whlch the EU countries hold almost half the world's monetary reserves--although here
gold reserves could partially compensate for the absence of the strong central state. Any
immediate action to dispose of the part of these reserves that are conszldered excessive
would be damaging to exchange rate stability

Second, and in the long run much meore important, the ESCB's need for foreign
exchange reserves will decline drastically once the euro is successfully launched. The
euro, will then become a reserve currency of choice for.many countries around the
world. Reserve currency countries have less need for reserves--especially if there is
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confidence in its monetary policy--because its own currency is liquid internationally;
reserve currency status is a widow's cruse that keeps the owner in perpetual liquidity. ,
- Apart from IMF positions and SDRs, EU-15 reserves at the end of 1996
amounted to 350.6 million ounces of gold (to which could be added 92.0 million held
by the EMI). The other big holders were the United States with 261.7 million ounces,
Switzerland with-83.3 million ounces, and the IMF with 103.4 million. These countries
and institutions thus hold 891 million ounces or 80 per cent of the world total of 1,108.1
million ounces. Pooling all foreign exchange would give the ECB $387 billion, or 25.9
per cent of the world total of $1,498 at the end of 1996. This compared with the
holdings of $209 billion in foreign exchange in Japan or about $300 billion in "Greater
China" (China, Taiwan and Hong Kong). - ,

The foreign exchange reserves would not seem so excessive (at least compared
to the Asian holdings) were it not for the fact that the euro, as already mentioned, will
itself become a widely-used international currency, conferring on the EU the "exorbitant.
privilege" to run a "deficit without tears"--to use the phrases of Charles De Gaulle and -
Jacques Rueff in their prickly attacks on the dollar in the 1960s. China, for one, has
already said it will hold part of its reserves in euros. Judging by the past experience of
reserve centers, which have frequently got by on negative net reserves, Europe will be
able to float its own IQU's to pay for future deficits as they might arise (At the end of
1996 the United States held only $36 billion in foreign exchange, hardly 2.5 per cent of
world foreign exchange reserves). It is therefore more than likely that there will be a
glut of dollars that will have to be managed once the euro gets established.’. .

To conclude, the liquidity factors suggest that monetary policy will have to cope
with conditions of excess liquidity in the early years of the euro. Reserves of the ESCB
will be more than ample; the liquidity of the euro will be greater than the liquidity of the
national currencies it replaces; there will be a tendency for the money multiplier to
increase; and the liquidity of bonds will be higher. To offset these factors the ESCB will
have to plan on a slower rate of euro growth than would otherwise be necessary.

There is a danger also for the United States. Any of the excess reserves held by
the EUJ that get spent will create renewed dangers of inflation and currency depreciation
in the United States, aggravating the exchange rate effects of the inevitable swing from
the dollar to the euro. To the extent that the dollars come back home, the US will have
to prevent them from causing renewed dangers of inflation.

The liguidity factors suggest that there will be excess llqu1d1ty in the transition
phase that could lead to inflation. Over the longer run, however, this danger of inflation
has to be set against-the demand for euro.reserves on the part of the rest of the world.
There 1s bound to be a large and growing demand for euros to hold in central bank
accounts that will eventually more than make up for inflationary liquidity factors inside-
Europe. Because the external demand will come at a later date immediate policy will.-
have to be conservative. ~

12. Transition Problems in the System

If the euro contributes to the stability of the international monetary system in the.
long run, it could present problems in the transition. I have already discussed a number
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of effects that have to be considered: the once-for-all liquidity effect associated with the
replacement of national currencies by curos; the increase in liquidity due to the
replacement of national currencies by euros; the greater liquidity of euro-bonds; the
increase in the. money multiplier; the extra liquidity associated with reserve pooling;
redundant reserves of the ECB; and the use of the euro itself to finance deficits. Judging
by the past experience of reserve centers, which have frequently got by on negative net‘_ :
reserves, Europe will be able to float its own IOU's to pay for future deficits as they' .
might arise. The liquidity factors suggest that there will be excess liquidity in the )
transition phase that could lead to inflation if these effects are not offset by restnctwe N
monetary policies of the ECB. .

Over the longer run, however this danger of mﬂatlon will be mltlgated by the
demand for euro reserves on the part of the rest of the world. There is bound to be a 4
large and growing demand for euros to hold in central bank accounts that will eventually
more than make up for inflationary liquidity factors inside Europe. The new euro will -
create changes in currency preferences of central banks and other portfolio managers.

Dlversxﬁcatlon effects are inevitable. Imagine the impact on exchange rates if new

currency preferences were such that countries wanted to keep their official reserves
divided equally between dollars and euros! The problem is magnified by the likelihood
of a massive diversification into euro-denominated deposits in the off-shore currency
markets and in the bond markets.

Both the EU and the Umted States would need to take strong defensive action to
ease the transition. It may be necessary. to create an mstltutwnal framework for dealing
with the problem. A "Conversion Account” could be set up under the auspices of the
IMF, authorized to accept deposits of gold or dollars or euros in return for credit
balances denominated, perhaps, in Special Drawing Rights (SDR). With the
replacement of the mark and franc, and eventually perhaps the pound by the euro, the
SDR, of course, will have to be redesigned. It is at present a basket of five currencies -
with weights of 39 percent for the US dollar, 21 percent for the DM, 18 percent for the
yen, and 11 percent each for the French franc and pound sterling. If the existing country
weights were retained, the new SDR, assuming all three European countries entered the
EMU, would have weights of 43 per cent for the euro, 39 per cent for the dollar, and 18
per cent for the yen

. My own view is that a well-run monetary union encompassing most of the
members of the EU today, and most of Europe in the future, will be of enormous benefit
to the people of Europe and also to the people of the rest of the world, not excluding the
Umted States Members of the EMU will get not just a currency on a par with the dollar
and the r1ght to a share in international seigniorage but also greater influenge in the
running of the international monetary system--much needed, if the fallout from the
Asian crisis is a prevision of the future. The rest of the world will get an alternative asset
to the dollar to use in international reserves and a new and stable currency that could
used as the focus for stable exchangg rates or currency boards. The United States will
get a needed respite from the eventually debilitating overuse of the dollar as amn
international currency, a single currency continent that vastly simplifies trade and
investment, and a strong partner in Europe with an equal stake in constructing an
international monetary system suitable for the twenty-first century.
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NOTES

1) 1t would be a mistake, however, to neglect the role of gold. Gold is now the second .
most important reserve asset. Total above-ground gold stocks amount to, say, 110,000
tons, worth at $10 million a ton, $1.1 trillion. Financial authorities hold about a third of
this--more exactly 1.1 billion ounces--worth $330 billion at $300 an ounce. EU
countries held hold 365.9 million ounces or 457.9 million ounces, counting gold held by .
the European Monetary Institute on their behalf. By comparison, the United States holds-
261.7 million ounces. Soon enough, however, reserves held in euros may displace
reserves held in gold. The future of gold reserves will depend crucially on the attitude
taken by Europe, which will have a strong voice in determining the role played by gold
m the future of the international monetary system. -

2) This idea can be seen in a formal model by examining how the slope of a national
money demand curve changes when population and output are increased. The larger the
country the flatter the slope and the smaller the change in the marginal utility of money
correspondmg to any given size of shock. :

3 Art1c1e 33 (1.b) of the Protocols and Declarations annexed to the Treaty prov1des for
the tranifer of ECB's net profits (except for a maximum of 20% transferred to the
general reserve fund) to the shareholders of the ECB (i.e., the NCB' s) in proportion to.
their paid-up shares. : -

4) Article 32.5 of Protocols and Declarations. :
[http://europa:eu.int/euro/en/pap7/pap716.asp?nav=en].

5) See Compilation of Community Legislation.
[http://europa.eu.int/euro/en/pag716.asp?nav=en].

6) In this connection, a prominent member of the European Commission, Yves-Thibault-

de Silguy, after noting the large stock of European reserves, comments as follows:

"Some commentators have confidently asserted that the reserve markets will be flooded

- with surplus dollars. This is hardly a rational expectation! Central banks have just as
much common sense as the markets. Who can seriously think they are unaware of the

impact of their transactions on foreign-exchange markets? If there indeed turns out to be

a dollar surplus in European central bank coffers, that surplus will be absorbed in an -

orderly and gradual fashion so as to prevent any disruption of the markets."

Speech delivered at the Institution of International Finance, Washington, D.C., on Aprll

29, 1997 [hitp://europa.eu.int/euro/en/silguy3/silg3.asp].
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L’economia italiana e ['Euro

MARCELLO DE CECCO

Sembra ormai probabile che, malgrado le geremiadi della Bundesbank, che non

vuole assolutamente rinunciare al suo ruolo di Cassandra europea e lo ha addirittura

trasmesso all'IME , sperando che quest’ultimo lo passi poi alla Banca centrale europea,
il nostro paese entrera dall’inizio tra quelli che daranno vita, il prossumo tre gennaio, alla
Unione monetaria europea. Fiumi d’inchiostro sono gia stati versati per giudicare della

- adeguatezza o meno del piano di rientro italiano a rlportare il nostro debito pubblico a

livelli.piu facilmente sostenibili . Non ¢’¢ dunque necessita di ulteriori commenti su
questo pur importantissimo punto. E invece utile fare. qualche considerazione di buon

+.sense- su quelle che si possono prevedere ~come probabili conseguenze della

- partecipazione italiana alla UME sulla struttura della economia del nostro paese.

A questo proposito & bene ricordare come il _processo di integrazione europea si

sia svolto a partire dalla fine degli anni cinquanta. E stato grande merito di uno storico
-nglese, Alan Milward, mostrare in numerose opere di grande impegno come, al d] la
~ della retorica europeista, il processo di 1ntegra210ne europeo fosse stato condotto

dall’inizio, come un assai complesso esperimento che aveva lo scopo di salvare il
concetto europeo di stato nazione dalla bancarotia nella quale lo aveva fatto precipitare
la seconda guerra mondiale. Inghilterra e Francia ma anche Germania e Italia sono
riuscite, nel. corso dell’ultimo quarantennio, a rlcostrulre le proprle economie, a

. riportarle ad un livello di integrazione commerciale simile a quello di prima della prima

guerra mondiale, e a farsi aiutare corposamente in tale esercizio dagli Stati Uniti, grandi
promotori. dell’integrazione europea, cercando di aderire nel minor modo possibile
all’idea che il grande fratello d° Oltreat]antzco aveva dell’ mtegraaone stessa, la
creazione cioé di uno spazio economico continentale, simile a quello creato nel Nord-
America. [ paesi fondatori della comunitad europea sono riusciti invece a rendere

- massimi gli scambi commerciali all’interno dell’Europa mantenendo al tempo stesso

strutture produttlve nazionali che esibissero una matrice industriale pit o meno
completa. .
Fino-a dieci anni fa, questa affermazmne poteva esser fatta senza possﬂnhta di

contestazioni. Ma nell’ultimo decennio ha cominciato a manifestarsi, col lancio del

piano.Delors e del mercato unico europeo, con la promulgazmne delle direttive relative
alle banche, il rafforzamento del Direttorato_sulla concorrenza detla comm1ssmne UE ,

-~ . un processo nuovo di integrazione, che ha provveduto a limitare fortemente la capacita

det var stati membri di difendere la propria matrice industriale - Gli stati europei hanno

~ fatto di tutto per resistere alla forza delle nuove tendenze mtegratlv_e, ma solo la

Germania pud affermare di essere veramente riuscita a farlo.
Le matrici industriali degli altri paesi, infatti, hanno subito ragguardevoli

Jimitazioni, cosicché si pud dire che la specializzazione produttiva e commerciale dei

varl pa6:51 ¢ fortemente aumentata.
_E veramente difficile, tuttavia, attr1bu1re senza dubbi tale processo alla forza
integrativa del mercato unico europeo. Mentre tale politica era lanciata dai pae51 della



UE, infatti, Peconcmia dell’intero pianeta veniva sottoposta ad una'poderosa, spinta
integrativa, il fenomeno deila globalizzazione al quale tanta attenzione € stata
giustamente dedicata. La specializzazione dei paesi europei, quindi,. si ¢ spesso
compiuta nei confronti dell’intera economia globale ¢ non solo ail’interno del mercato
unico europeo. Esempio flagrante di cid & il virtuale abbandono, da parte dei paesi
dell’UE, della produzione di macchine per la elaborazione dati, in particolare di quelle
decentrate , con Ja importazione di tali prodott: dagli Stati Uniti o dai paesi deli’Asia.
Altro esempio calzante & I'integrazione dei mercati. finanziari, che certo. non ha
rispettato 4;confini dello spazio unico europeo ed ha avuto luogo a livello globale.

Si ¢ detto, ammettendo la presenza di questi fenomeni, che non ci sarebbe stato
motivo. perché I'integrazione avvenisse a:livello europeo anziché globale, visto che i

- paesi europei hanno mantenuto tra loro lajprincipale delle barriere , quelia del cambio. E

della-fondamentale importanza della rimozione della barriera del cambio per favorire la
ulteriore integrazione a livello europeo i paesi della -UE hanno mostrato ampia
coscienza, quando si sono imbarcati, fin dal 1978, in un esperimento di fluttuazione
congiunta che ., a partire dalla seconda metd degli anni ottanta, ha assunto le
caratteristiche dichiarate di un processo di unione monetaria. Ma ¢ anche noto come alle
inlenzioni prima di far fluttuare congiuntamente le monete dello SME e poi di

- raggiungere 'unione monetaria abbia purtroppo corrisposto una serie di fallimenti,

probabilmente innescati da eventi esogeni,.come le vicissitudini del dollaro e dello Yen

e specialmente la riunificazione della-Germania, indotta dalla distruzione del blocco

sovietico e.poi della stessa Unione Sovietica. - : - ,
.-iMa proprio queste vicissitudini hanno informato 11 modo col quale le tappe pit

_recenti della integrazione economica europea sono state coperte. Numerosi economisti,
~tra i’ quali il .sottoscritto, hanno nelle loro ricerche messo in evidenza. il formarsi. di un
rnucleo centrale ¢ di una periferia, all’interno della UE, :che seguono fedelmente le

. vicissitudini monetarie degli ultimi qumndici anni. Paesi come I'lItalia e.la Spagna, ma

anche la Gran Bretagna, se si esamina la struttura del loro commercio, sono venute a
differire, nelle loro relazioni commerciali, dal modello delle medesime esibito dai paesi

~che sono stati capaci di mantenere fermi i tassi di cambio delle loro monete con quello

.. del marco tedesco. Questo ¢ particolarmente evidente se si considera il livello intra-

industriale del commercio stesso, dal quale meglio si rilevano la specializzazione ¢ la
integrazione tra paesi del centro dell’Unione Europea.

Si pud dire altresi che le traversie del mercato dei cambi hanno rafforzato
ulteriormente la vocazione dei paesi a moneta debole, come I’Italia € la Spagna, a
specializzars) nella esportazione di beni a limitato contenuto di tecnologia e a elevato
contenuto i Javoro. Mentre hanno progressivamente abbandonato, e questo ¢ vero in
particolare. per I'ltalia, lc esportazioni-di beni di investimento.e ad alto contenuto
tecnologico.. Il contrario sembra essere accaduto alla Francia e in qualche misura
all’Inghilterra, mentre nel caso della Germania € stata evidente una maggior capacita del
paese centro dell’Europa di. mantenere la propria struttura industriale ed esportativa, se
si fa-eccezione per la debacle continentale delle esportazioni di prodotti elettronici, che
non ha risparmiato nemmeno la Germania. .. -~

Un rapido sguardo ai profili strutturali delle esportazioni dei grandi paem europei
mostra immediatamente la eterogeneitd italiana rispetio ad essi. In comune con la
Germania I'Ttalia conta una forte presenza nelle esportazioni dell’industria meccanica,



ma entro tale settore I'Italia ¢ molto debole nelle esportazioni di beni prodotti con
rilevanti economie di scala, come le automobili, mentre & altrettanto noto- che la
Germania ha vieppil rafforzato negli ultimi anni la sua poderosa presenza nel comparto
elevato di tale settore. Unico tra i paesi sviluppati, 1’Italia mantiene una presenza assai
rilevante nei beni del sistema moda, nei tessili, nelle calzature, ¢ conta una forte
presenza in quelli che si chiamano altri beni manufatti, con una dispersione categoriale
delle proprie esportazioni assai maggiore a quella degli altri grandi paesi europei.

Come la Germania unita, ma al contrario degli altri grandi paesi europei, 1'Italia
vede una forte concentrazione delle esportazioni. in alcune sue regioni, quelle del
Centro-Nord, mentre per la Germania sono i lander occidentali. Come la Germania, i}
nostro paese ¢ fortemente polarizzato, quanto a livelli di reddito e occupazione, ma
cihquant’anni di politica meridionalista non sono riusciti a cambiare tale situazione,
mentre il caso della Germania & patentemente diverso, e le politiche di riduzione della
polarlzzazwne hanno solo alcuni anni di vita, e Ia loro efficacia potra misurarsi solo nel
futuro. _ ‘

Abbiamo in apertura ricordato le geremiadi della Bundesbank. Esse riguardano,
per buona parte, la capacitd dell’Italia di restare nella unione monetaria, una volta
entrataci dall’inizio. Se si estrapola dai comportamenti.anche recenti del nostro paese, lo
scetticismo .della banca centrale tedesca pud trovare comprensione. Ogni volta, infatti,
che una grave perturbazione del sistema monetario internazionale ha avuto tuogo, Italia
e area-centro dell’Europa si sono trovati su opposti versanti. Il cambio della lira ha
dovuto essere abbandonato a se stesso, ¢ si € corposamente svalutato, mentre il contrario
¢ accaduto alla Germania. Ed ¢ anche vero che il sollievo derlvantc all’Ttalia dalla
precipitosa discesa dei tassi di interesse ¢ stato veramente molto rilevante, se ha
permesso, al servizio del debito pubblico di scendere alla meta di quel che era solo due
anni fa. Ma, anche al livello attuale, esso assorbe una percentuale di PIL doppla di
quella che esso assorbe in Germania. .

. Se si riconsiderano gli avvenimenti degli ultimi anni, tuttavia, ci si accorge di un
fatto altrettanto inquietante: la discesa del cambio del dollaro i in termini di marchi e
franchi francesi che & culminata. nell’autunno del 1996 ha mostrato ‘con estrema
chiarezza la 1mp0551b1htz‘1 delle economie tedesca e francese di reggere per troppo tempo
alla sopravvalutazione delle proprie valute. Per esse questo episodio & stato
profondamente rivelatore di una situazione di disagio della struttura produttiva dei due
paesi che, per quanto meglio equipaggiata di quella italiana a reggere al cambio forte,
non garantiva di farlo per un tempo anche solo poco pit lungo. La rivolta di Giscard
d’Estaing contro la Bundesbank, appoggiata da Helmuth Schmidt , e accettata da parte
americana specialmente per impedire la catastrofe dell’economia giapponese, & arrivata
appena in tempo per salvare anche le due economie centro dell’Europa da un destino
estremamente cupo, con una corsa alla delocalizzazione industriale che stava assumendo
i caratteri di una vera e propria debacle industriale nel cuore dell’Europa. La risalita del
dollaro, come ¢& noto, ha coinciso con una rimonta della Lira in termini di franchi e
marchi del tutto equivalente alla svalutazione del 1995-96. Negli ultimi diciotto mest
'industria italiana ha restituito tutti i vantaggi che aveva acquisito in precedenza, ma
non sembra attualmente nelle condizioni rovinose nelle quali. st erano rapidamente
ridotte quelle tedesca e francese. La discesa dei tassi di interesse ha poderosamente
giovato alle imprese italiane, oltre che ai conti pubblici def nostro paese, ¢ lo stesso vale



per la discesa concomitante dei prezzi delle materie prime.

Anche ammettendo tutto cié, non sfugge alle autorita francesi ¢ tedeqchc che una
rivalutazione delle loro monete nei confrontl di quelle italiana e spagnola oltreché
verso le monete dell’area del Dollaro, cioé quellc dei paesi asiatici, non puo essere
nuovamente sopportata dalle proprie strutture produttlve

L’episodio recente di apprezzamento del cambio della Lira ha permesso invece
di valutare in tutta la sua importanza il risanamento dei conti pubblici italiani e la nuova
credibilita che la banca centrale italiana ha potuto di conseguenza acquisire sia a livello
interno che internazionale. A causa della necessita di far fronte alla lunga emergenza dei
conti pubblici, la banca centrale italiana aveva visto ridursi fin quasi ad annullarsi il
proprio spazio di manovra. Col miglioramento della ﬁnanza pubblica, essa tale spazm lo
ha riacquistato in buona misura, e nel futuro prossimo la dmam}ca wrtuosa potra
addirittura accentuarsi.

.. I perdurare di un periodo di bassa mﬂazmne ora che ’economia italiana sembra
aver ritrovato un ritmo di crescita non solo indotto dalle esportazioni ma anche basato
sulla dinamica della domanda interna, avra certamente effetti estrcmamente positivi
sulla limitazione delle importazioni di prodotti manufatti e impedira le facili
speculazioni del passato sui prezzi delle materie prime importate. ' o

Tutto quello che si € appena detto, tuttavia, deve fare 1 conti con 11 duahsmo
accentuato dell’economia italiana, che vede condizioni di piena occupazione nelle arce
forti del paese, mentre quelle deboli mostrano percentuali di d1soccupat1 elevate quanto
e piu di quelle registrate nei lander orientali della Germania.

_ La tradizionale soluzione a questo sfasamento é stata Pimportazione di
manodopera meridionale. Negli anni recenti questa ¢ cessata, mentre sono stati importat:
lavoratori extra-comunitari. Nel futuro, se tra le conseguenze della unione monetaria si
manifesta quella di una piu accentuata specializzazione produttiva all’interno deila
nuova area monetaria, non sara difficile immaginare un rafforzamento ulteriore dei
settori forti della industria italiana e un indebolimento ulteriore di quelli che hanno
mostrato maggiore affanno in anni recenti. Tra i primi ci sono il sisttma moda e la
meccanica , trai secondi quel che rimane dei settori caratterizzati da economie di scala e
di quelli ad alta intensita di ricerca e tecnologia. Dovremo dunque immaginare un’arca
di crisi in Piemonte ¢ a Taranto, mentre nella terza Italia e nelle parti del Nord Ovest
dove prevale I’industria meccanica e quella tessile st stentera a soddisfare Ja domanda
estera.

Assolutamente cruciale risultera allora la capacna che il nostro paese mostrera di
venire a capo dell’'unico vero problema del Mezzoglomo che & quello della
delinquenza. Se & vero infatti che la dotazione di servizi delle regioni meridionali ¢
fortemente carente, € anche vero che il tipo di industria che verso tali aree tende a
delocalizzarsi non rlchlcde servizi troppo sofisticati, se riesce agevolmente a
delocalizzarsi verso paesi extracomunitarie in cuj la situazione dei servizi non & certo
superiore a quel che essa ¢ nel Mezzogiomo. E si deve aggiungere che anche il livello di
delinquenza che in tali paesi si trova non ¢ di molto inferiore a quel che si rmv:ene nel
Mezzogiorno. .

Dopo il rlsanamcnto .dei conti pubbhm, quindi, I’Italia dovra affrontare la
bonifica sociale delle reglom meridionali. Essa richiede,. come nel caso dei conti
pubblici, essenzialmente solo.la volonta politica di venire a capo del problema. Grandi



regioni come la Campania e la Puglia, che non hanno tradizioni di delinquenza
organizzata diffusa, possono essere bonificate in tempi brevi, ed aprirsi a prosp'ettive di
sviluppo agricolo,turistico e industriale che non richiedono investimenti 1mp0rtant1 per
decollare. .Gl episodi di industrializzazione “dal basso” sono stati .in questi anni
moltephm Essi.-dimostrano la facilita con la quale i problemi possono essere risolti.
Anghe’ numerosi. sono stati i cast di industrializzazione “dall’alto” di successo. Le
numerosi-fabbriche di automobili impiantate nel Mezzogiorno testimoniano quanto sia
facile stabilirsi al Sud, quando lo si vuole veramente. Lo stesso vale per I’ accmlerla di
Tarafito , quando ad essa € stato permesso di sfruttare appieno tutti gli impianty, senza le
remore imposte dalla unione europea. Ed & anche noto. che buona parte di quel che resta
della industria aerospaziale italiana ¢ dislocata nel Mezzogiorno. I suoi prob]erm non
- dipendono certo dalla qualitd della manodopera e dalla obsolescenza degli impianti.

La internalizzazione del commercio intra-europeo dopo la unificazione
monetaria comportera-dunque una esaltazione delle tendenze gia da molti anni in atto in
Europa, e abbiamo appena accennato a quelle che consideriamo pit facili da prevedere

_per I'Italia. Rassegnatosi il nostro .paese gia da tempo a cristallizzarsi in un ruolo di
- fornitore di prodotti di fascia alta in settori tradizionali, nei quali I’innovazione pud
essere ancora il frutto di intelligenza e iniziativa individuali e non richiede una accorta
politica di produzione e diffusione a livello statale, se lo stato riesce ad affrontare
Iemergenza della sicurezza nelle regioni meridionali con la decisione che ha mostrato
nel risanare i conti pubblici, non ¢ difficile prevedere un futuro positivo per I'industria
italiana, con le eccezioni della produzione di autoveicoli ¢ forse di acciaio. Ma nel caso
dell’acciaio la modernita degli impianti pué fornire elementi sufficienti di competitivita
anche all’interno di un’area a moneta unica nella quale si muovono poderosi
concorrenti. In quello degli autoveicoli, il problema riguarda essenzialmente gli
assemblatori, dato che i produttori di parti € componenti sono ormai integrati con
I’industria automobilistica tedesca ed europea in generale, La soluzicne ottimale
vedrebbe dunque un graduale ridimensionamento degli impianti di assemblaggio,
purtroppo molto difficile da attuare senza traunii proprio per le caratteristiche della
domanda e degli impianti. Ed una possibile alleanza del produttore 1ta11ar10 con qualche
~.altro gruppo straniero.

Se dunque nell’industria manifatturiera, ferme restando al livello aftualmente
raggiunto le capacita di controilare prezzi e costi, il futuro non appare roseo solo a chi si
era illuso. che.il proprio paese potesse giuocare un ruolo piu elevato nella grande sfida
tecnologica mondiale, € a chi si preoccupa di una posmbﬂe correlazwne tra tipi di
produzioni e livelli di maturita politica e civile, assai Ppeggiori appaiono le prospettive
dell’enorme settore dei servizi, nel nuovo contesto della moneta unica. Peggiori,
naturalmente, dal punto di vista della emigrazione dei centri decisionali e dei nuclei
pensanti delle varie branche in cui questo eterogeneo settore si articola. A dire il vero
nemmengo Franc1a e Germania sono all’avanguardia per quello che riguarda i livelli di
produzione e occupazlone e di produttivita ed efficienza, nei servizi. Pensiamo in
particolare al settore finanziario e in generale alla gran parte dei servizi ad elevato valore
aggiunto. In tutti questi settori, tuttavia, si giuoca il futuro della occupazione europea,
- dato che le capaCIta future di assorbimento di manodopera da parte dell’industria in
- senso stretto. sono generalmente considerate limitate € in diminuzione nel tempo .
Questo almeno & obbligatorio pensare se si estrapola I’ esperienza degli ultimi vent’anmi.



Abbiamo gia visto che la tipologia della’struttura industriale italiana, meno centrata
sulte grandi fabbriche di quella francese o tedesca, lascia qualche speranza futura di
creazione di occupazione. Ma le vere possibilitd, sempre estrapolando I’esperienza
dell’ultimo decennio, sono da ritrovarsi nei servizi, specie se si guarda all’esempio degli
Stati Uniti." Ora, la rivoluzione delle comunicazioni che & attualmente in atto lascia
intravedere possibilita finora insperate di produzioni di servizi con economie di scala in
molti settori. 11 che vuol dire, specializzazione di produttori intraprendenti nella
fornitura di‘servizi omogenei a tutta ’area della moneta unica europea. Forti ostacoli
sono ancordfrapposti alla standardizzazione dalla esisteriza delle lingue nazionali, ma in
molti settori quesio non sembra essere un problema rilevante. Ci si pud quindi aspettare
una potente ondata di concentrazioni, acquisizioni, incorporazioni, e successiva
razionalizzazione, in molti settori dei servizi. Pensiamo ai servizi finanziart, a quelli
informativi, a quelli di tutte le articolazioni dell’industria della produzione ¢
distribuzione di spettacoli, specie televisivi. In molti di questi settori i produttori di
punta sono Statuniténsi, e si sono da tempo mossi per assicurarsi una quota rilevante del
nuovo mercato unico europeo. Non & eccessivamente pessimistico ritenere che solo
qualche grande produttore europeo potra sopravvivere alla concorrenza americana, che
conosce benissimo le modalitd operative di un grande mercato unico per averle prima
sperimentate in patria e poi nella propria espansione a livello globale. Non ¢ difficile
prevedere che nella gran parte dei cast 1 soli concorrenti europei saranno tedeschi e , in
qualche caso, francesi ¢ inglesi. Nel settore bancario, in particolare, il futuro delle
banche italiane ¢ la vendita al dettaglio di prodotti confezionati in grandi centri
finanziari esteri; da pochi operatori di grande capacita. Questo & gia ampiamente
evidente' per quanto riguarda I'investment banking, ma appare chiaro anche per i
prodotti ‘securitizzati ¢ per il risparmio gestito.’Di nuovo, come nel caso dell’industria,
rassegnarsi‘a giocare ruoli subordinati vuol dire assicurarsi la sopravvivenza, Ma
nessuno in Italia si illude di poter dar vita a un centro finanziario di portata globale,
come sembra ancora intenta a fare la Germania. Lo stesso vale per le assicurazioni,
settore nel quale una veloce escalation tedesca si'¢ gia manifestata. La riorganizzazione
e concentrazione nel settore delle telecomunicazioni ¢ in pieno svolgimento. Di nuovo,
il fatto che ’'Italia costituisce un grande mercato ad clevata capacita di spesa assicura
ina presenza a produttori di grandi dimensioni, che daranno notevoli quantita di

occupazione a lavoratori italiani. Ma & eccessivamente ottimistico prevedere che il

controllo degli operatori principali sard in mani italiane. Nella migliore delle ipotesi, i

principali gruppi privati italiani riusciranno a mantenere qualche interesse in questi

settorl , prendendo partecipazioni di minoranza in grandi gruppi stranieri. Ma i centri
_ organizzativi certamente non saranno in Italia.

' In generale, & facile prevedere a tutti questi settori un futuro prossimo del tutto
~simile a quello del settore farmaceutico. Permanenza di produzioni a basso livello, ¢
totale o quasi totale emigrazione dei centri organizzativi e dei centri di ricerca.

11 settore per il quale ¢ quasi obbligatorio prevedere un impoverimento definitivo
é quello della educazione universitaria. Tutte le mansioni offerte nella riorganizzazione
delle attivita produttive e di servizi a livello europeo e globale richiedono limitati livelli
educativi. L’emigrazione della gran parte delle attivita di alta organizzazione e di
ricerca, il rarefarsi definitivo della grande industria hanno la conseguenza obbligata
della decadenza dei livelli della ricerca universitaria e quindi anche della educazione



universitaria. Le universit italiane, ancor pit di oggi , saranno quindi declassate a
istituzioni di selezione di giovani intelligenti, da inviare presso i centri di educazione e
ricerca stranieri. In questo caso, la. situazione attuale della Germania non induce a far
ritenere che tali centri di educazione e ricerca saranno in quel paese. Ma,'mantenéndo e
-accrescendo le proprie grandi organizzazioni di produzione di beni e servizi, i tedeschi
potranno quanto meno offrire ai propri giovani, che mandano e manderanno a
perfezionarsi in universita specialmente americane, la possibilita di trovare occupazioni
ai livelli intellettuali da essi raggiunti. Cio manchera sicuramente ai giovani italiani, per
i quali la prospetiiva migratoria sara ]’unica in grado di garantire una carriera adeguata a
livelli intellettuali elevati. Tutto questo ¢ gia in atto da parecchi anni, specie in alcuni
settorl professionali. Ma la riorganizzazione del mercato europeo scatenata dalta moneta
unica lo rendera assai pill frequente e diffuso. Purtroppo, in questo settore, la incapacité
~dei governanti e della opinione pubblica italiani di comprendere i problemi ¢ stata
desolante e lo € tuttora. Molte sciocche considerazioni si sono fatte € si fanno sulle
meraviglie di Silicon Valley e del Venture Capital,. senza comprendere che la prima e 1l
secondo sono figli- delie grandi universita californiane ¢ degli imponenti budgets di
ricerca assicurate ad esse da privati e governo america,rii.‘Come sempre 1l privato di
successo ¢ figlio del pubblico preveggente ¢ bene organizzato. Ma nel nostro paese, ¢
per quanto ci consta, anche in Germania, I’opinione pubblica ¢ i governi non sono stati
in grado di comprendere che la dequalificazione deli’universita, la sua riduzione ad
esamificio di massa, -avrebbero avuto come conseguenza lo spegnersi del_\la‘ricerca
dell’eccellenza e la emigrazione delle invenzioni sotto forma di innovaziqni wverso il
settore privato. - :

Ormai parecch1 anni fa, alla v1g1]1a di quel che doveva essere Europa 92 ¢ fini al
modo che tutti ricordiamo, ebbi occasione di scrivere che il mercato unico e 'unione
monetaria avrebbero. esaltato i paesi che si erano in tempo atirezzato con
amministrazioni pubbliche moderne ed affondato. quelli che o permettevano a settori
pubblici invecchiati di sopravvivere o addin’ttﬁra credevano ingenuamente che il
mercato unico e la unione monetaria avrebbero permesso loro di fare a meno dello stato.
Era una profezia troppo facile, ed infatti essa si ¢ gid ampiamente avverata. L’Italia, ad
esempio, & stata costretta dalla propria imprevidenza precedente a disfarsi della gran
parte della propria impresa pubblica, azzerando decenni di investimenti ¢ risorse, solo
per riuscire a.radunare abbastanza capitali che le permettesserc di fermare la corsa del
debito- .pubblico e iniziare a mandarlo indietro. Ma specialmente, per acquistare
credibilita. nei confronti di un mercato finanziario internazionale dal quale il paese
dipendeva per il proprio risanamento finanziario, e che era assai mal disposto nei
confronti dell’impresa pubblica. Nessun altro paese ha eseguito in tanto breve tempo
una massa cosi elevata di privatizzazioni. Ma una vittima di questo accelerato
smantellamento dell’impresa pubblica & stata certamente la visione del ruolo che il
settore pubblico deve ricoprire in un paese grande come I’Italia dopo il raggiungimento
del mercato unico ¢ della unione monetaria. Lo stesso non sembra essere accaduto in
Europa, e in particolare in Germania. In quest’ultimo paese, la razionalizzazione del
settore pubblico procede con molto maggiore lentezza e, almeno cosi pare di capire, con
una idea assai piu chiara degli obiettivi finali che si vogliono perseguire. Le banche
pubbliche, ad esempio sono state esentate, per quanto riguarda le loro concer_lt:fa;ioni,
dall’interferenza della Direzione delta Concorrenza dell’Unione Europea. Cid ¢ stato



oggetto di un ukaz del cancelliere’ Kohl al vertice di Amsterdam. In seguito alla
accettazione di tale pressante richiesta da’patte tedesca, abbiamo assistito a due fusioni
tra banche pubbliche, una al Sud e P’alira-al Nord della Germania. Ad esse altre
seguiranno prossimamente. an_ ci sembra di aver colto dlcuna conquista di posizione di
" controllo da parte di banche straniere nel settore bancario tedesco, da sempre il cuore del
sistema economico di quel paese. Ma lo stesso si pud dire del settore assicurativo. Il
signor Schroeder ha di recenfe nazionalizzato la'acciaieria Preussag, situata Nel
Niedersachsen, perché i ‘proprietari intendevano venderla agli dustriaci della Voest
Alpine nell’imminenza dellé elezioni."Non ci sembra che il governo federale abbia
obiettato, né abbiamo sentito la voce del signor Van Miert, tanto rapido nelle sue
condanne del governo italiano. Né ci pare esistano piani per privatizzare la raffineria
Leuna, anch’essa situata nella Germania Est, che sembra un pozzo senza fondo di
risorse pubbliche, € conta ben cinquemila dipendenti.

Dai primi segnali, dunque, la visione colta da Milward gia parecchi anni fa, di
una unificazione dell’Europa che avviene nel mantenimento delle strutture industriali e
infrastrutturali nazionali, sembra essersi modificata solo per quanto riguarda i paesi,
come I'Italia, foriti di una amministrazione statale incapace di modernizzarsi per
affrontare le sfide della integrazione europea e globale e della moneta unica. Gli altri
paesi grandi'd’Europa, e in particolare la Germania riescono ad usare i poteri pubblici
per aiutare 1¢ forze produttive nazionali a mantenere la propria indipendenza nei settori
considerati strategici , e a intrecciare complesse reti di alleanze a livello europeo ¢
globale. Malgrado le continue dichiarazioni a sentire le quali si direbbe che I’Europa sia
caduta nelle mani della banca centrale europea e della Commissione di Bruxelles,
appare estremamente chiaro che la politica industriale dell’Europa la stanno
organizzando, per gli -anni futuri, 1 grandi gruppi dei vari paesi spalleggiati
vigorosamente dai propri governi. D*altronde sarebbe assai strano aspettarsi alcunché di
diverso. Nel nostro paese non sembra ancora essersi fatta strada a coscienza della nuova
natura della sovranita economica all’intero del mercato unico e della unione monetaria.
Ci si aspetta ingenuamente la eutanasia di tutti i governi, perché gli italiani hanno in
odio il proprio € non vedono ’ora di essere governati da Bruxelles e da Francoforte. Ma
negli altri paesi d’Europa il pubblico & ben lontano dal nutrire tali speranze .Ha fiducia
nei propri amministratori ed esige che essi lo rappresentino adeguatamente in seno alle
istituzioni europee. Nella costruzione della huova geografia del potere pubblico in
Europa, ¢ evidente che la tendenza dickiarata ad una sempre maggiore sussidiarieta
portera all’avvantaggiarsi dei paesi che sono riusciti a creare istituzioni di governo
locale moderne ed efficienti. Persino 16 stato ultra-centralizzato francese sembra essersi
reso conto di questa nuova realta ed ha provveduto a stimolare le autonomie locali.. Con
" risultati che sembrano estremamente efficienti agli imprenditori italiani che hanno
cercato di impiantare attivita nel resto d’Europa. Le autonomie locali sono
tradizionalmente forti in uno stato di antica esperienza federale come quello tedesco.
Anche la Spagna possiede capacita di autonomia molto sviluppate. Lé nostre regioni e i
nostri comuni, invece, cominciano ‘solo ora a svegliarsi da una lunga ignavia, a
comprendere che nei prossimi 2hni saranno loro in prima fila in Europa, in concorrenza
e in collaborazione con altri enti locali,’e ad essi sara demandata gran parte della nuova
politica economica. Gli stati centrali, néi paesi meglio organizzati, stanno insegnando ai
governi locali come meglio miloversi in guesto nuovo contesto. Non c¢i sembra che lo
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stia facendo in maniera molto significativa lo stato italiano, anche se qualche isolato
esempio si comincia a intravedere.

Nel nuovo contesto di unitd europea che sembra dischiudersi, gl italiani
potranno dunque per la gran parte sopravvivere senza grandi difficoltd, anzi
probabilmente raggiungendo nuovi livelli di prosperitd individuale. Quello che ci
sembra assal problematico ¢ la sopravvivenza delle istituzioni economiche italiane di
grossa dimensione, in altre parole la sopravvivenza della capacita da parte di istituzioni
economiche italiane private € pubbliche di regolare il proprio destino, di formulare
strategie, di inirecciare vantaggiose alleanze con istituzioni simili dei nostri partner
europei, che non comportino la sudditanza o addirittura la. scomparsa di quelle italiane.
E assai piu probabile che tutte le massime istituzioni economiche italiane siano
acquistate da un partner di controllo straniero che il simmetrico accada in altri paesi
europei. Mentre, a livelli inferiori, &€ molto probabile che le medie e piccole imprese
italiane si espandano nel resto d’Europa, magari con maggior successo delle loro
consorelle europee. Ma, quando esse avranno raggiunto dimensioni interessanti, saranno
assorbite da grandi gruppi europei, mentre di nuovo & assai improbabile che grandi
gruppi italiani assorbano medie imprese straniere. Questo & il modello di integrazione
che riteniamo probabile in Europa nei prossimi anni. Se tutta la sovranitd cessasse di
essere nazionale e si stemperasse in una nuova grande nazione europea, cid non
dovrebbe essere considerato come uno sviluppo negativo. Ma da quel che si vede dalle
prime mosse della nuova Europa, la sopravvivenza del modello messo in luce da Alan
Milward sembra assicurata per un periodo non breve. Ci saranno dunque, come risultato
del mercato unico e della unione monetaria, meno nazioni in Europa, cioé meno
aggregazioni di potere economico capaci di regolare il proprio destino. Ma ce ne
saranno sempre un certo numero. La politica industriale della Unione europea non
parteciperanno a disegnaria gli italiani, ma certamente lo faranno tedeschi e francesi.
Una volta disegnata, anche le nostre imprese avranno in essa uno spazio, all’interno del
quale potranno prosperare ¢ crescere. Ma & altamente improbabile che esse potranno
partecipare al disegno della strategia dell’intera unione.

Questo pud risultare difficile da accettare a italiani animati da sincero e onesto
spirito nazionale, confrontabili dunque ai loro assai piti numerosi omologhi europei. Ma
essi, tradizionalmente, sono stati assai pochi in [talia, ¢ dopo la guerra perduta sono
divenuti ancor meno. L’eutanasia della sovranitd italiana sard dunque guardata con
distacco dalla gran parte degli italiani, e da molti di essi anche con entusiasmo. E se
poche migliaia di giovani brillanti dovranno studiare e poi fare la propria carriera
all’estero , questo certamente non turbera i sonni dei molti milioni di cittadini ai quali
non pesa nulla non essere padroni del proprio destino. La parabola iniziata col
Risorgimento avra descritto il suo corso.
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The Italian economy and the Euro

MARCELLO DE CECCO

It now seems probable that, despite the jeremiads of the Bundesbank, which
refuses to give up its role of European Cassandra and which has even transmitted it to
the EMI, hoping that this latter will pass it on to the European Central Bank, our
country will be among those creating the European Monetary Union on 3rd January
next. A great deal has already been said about the adequacy or not of the Italian plan
to bring our debt-to-GDP ratio down to more easily sustainable levels. There is no
need of further comment on this matter, however crucial it might be. It could instead
be helpful to make some considerations about the probable consequences on our
country's economic structure of Italy's participation in the EMU.

We should not forget that the process of European integration was initiated at
the end of the fifties. It was the great merit of an English historian, Alan Milward, to
show in his writings how, going beyond unification rhetoric, the Furopean
integration process had at the very start been a complex experiment to save the
European concept of a nation state from the bankruptey into which World War Two
had forced it. Great Britain and France, as well as Germany and Italy, have managed
to rebuild their economies over the last forty years, to bring them back to a level of
commercial integration similar to that before World War One. They were greatly
helped in this task by the United States, great advocate of European integration,
albeit they tried keep their distance from their American big brother's idea of it as a
continental economic space, similar to that of North America. The founder members
of the European community managed instead to develop trade inside Europe and at
the same time maintain national production structures which had a more or less
complete industrial matrix.

Up to ten years ago, this affirmation would not have been disputed. But over
the last decade, with the launch of Delors plan and the European single market, with
the promulgation of directives for banks and with the strengthening of the EU
Commission's Directorate-General on Competition, a new process of integration has
started up, greatly restricting the various member states' capacity to defend their own
industrial matrix. The European states have done all they can to resist the force of the
new integrative trends, but only Germany can affirm that it has actually managed to
do so. :
The industrial matrixes of the other countries have undergone such
considerable restrictions that it can now be said that production and commercial
specialisation in the various countries has greatly increased.

However, 1t 1s difficult to attribute this process solely to the integrative force
of the European single market. Whilst the EU was launching this policy, the
economy of the entire planet was being subject to a great impulse of integration, that
globalisation process to which so much attention has rightly been dedicated. The
specialisation of the European countries has therefore ofien been accomplished
within the entire global economy and not only inside the European single market. A
conspicuous example of this is the EU countries’ virtual abandonment of the



production of computers, in particular PCs, importing them from the United States or
Asian countries. Another glaring example is the integration of financial markets,
which certainly has not respected the boundaries of the European single space and
has taken on a global level.

It has been said, when admitting the presence of these phenomena, that there
would be no reason why integration should occur on a European level rather than a
global one, seeing that the European countries have still maintained the main barrier,
that of currency exchange. The removal of the exchange barrier is of fundamental
importance for encouraging further integration on a European level. The EU
countries were aware of this when they embarked on the experiment of combined
fluctuations in 1978 to become, in the second half of the cighties, a declared
monetary union process. But it is well known that those original intentions were
doomed to failure, probably triggered off by outside events such as the vicissitudes of
the dollar and yen and, above all, the reunification of Germany after the destruction
of the Soviet bloc and then of the Soviet Union itself.

But it was precisely these vicissitudes which paved the way for the recent
steps towards European economic integration. Numerous economists, including the
writer, have pointed out that a central nucleus and a periphery have been created
inside the EU which have faithfully followed the monetary vicissitudes of the last
fifteen years. If we examine the commercial structure of countries such as Italy and
Spain, but also Great Britain, we can see they have different trade relations from the
models in countries which have been able to keep their exchange rates stable against
the German mark. This is particularly evident if we consider the intra-industrial level
of the trade itself, which gives a good picture of the specialisation and integration
between countries in the centre of the European Union.

It can also be said that the adversities of the foreign-exchange market have
further strengthened the vocation of countries with weak currencies, like Italy and
Spain, to specialise in the export of goods with a low technological and a high labour
content. Whereas they have gradually abandoned, and this is particularly true of
Italy, the export of investment goods and those with a high technological content.
The contrary seems to have occurred in France and to some extent in Great Britain,
whereas in the case of Germany there has been a greater capacity to maintain its own
industrial and export structure, except for the continental debacle in the exports of
electronic products, which even involved this central European country.

A rapid glance at the structural profiles of the exports of the major European
countries immediately shows up the greater heterogeneity of Italy. In common with
Germany, Italy has a strong presence in mechanical engineering exports, but in this
sector 1s very weak in the exports of goods produced with considerable economies of
scale, such as automobiles, whereas Germany has increased its already considerable
presence in the upper part of this sector over the past few years. Only Italy among
the developed countries has maintained its considerable presence in fashion goods,
textiles and footwear. It also has a strong presence in what are called other
manufactured goods, with a much greater dispersion of its exports in the category
than that of the other major European countries.

Like the united Germany, but unlike the other major European countries, Italy
has a strong concentration of exports in its centre-northern regions, whereas for
Germany they are the western landers. Like Germany, our country is greatly



polarised with regards to income and employment levels and the fifty-year-old policy
aimed at the south has not managed to change this situation. However, the case for
Germany is patently different, as the policies aimed at reducing polarisation are only
a few years old and their effectiveness cannot yet be evaluated.

At the beginning we mentioned the jeremiads of the Bundesbank. They
mainly concern Italy's ability to remain in the monetary union, once admitted. When
we look at our country's recent behaviour, the central German bank's scepticism is
understandable. Every time there has been a every serious upset in the international
monetary system, Italy and central Europe have found themselves on opposite sides.
The lire exchange rate has had to be left to itself and has greatly devalued, whereas
the contrary has occurred in Germany. It is also true that Italy was greatly relieved
by the steep fall in interest rates which enabled the service of the public debt to drop
to half what it was only two years ago. But even at its current level it absorbs a GDP
percentage double of what it absorbs in Germany.

The events of the last years reveal another, equally disturbing fact: the fall in
the exchange-rate of the dollar against the mark and French franc which culminated
in the autumn of 1996 has clearly shown that the German and Irench economies
cannot support the over-valuation of their currencies for too long. This episode has
been a sharp indication of the problems of the two countries' production structures
which, however better equipped than the Italian one to support strong exchange rates,
give no guarantee of doing so for even only a little while more. Giscard d'Estaing's
revolt against the Bundesbank, backed by Helmut Schmidt and accepted by the
Americans mainly to stop the disaster of the Japanese economy, arrived just in time
to save the two central economies of Europe from an extremely dismal fate, with a
rush to relocate industry which had almost created an authentic industrial debacle in
the European heartland. The rise of the dollar coincided with a rise of the lire in
terms of the franc and mark, similar to the devaluation of 1996-6. Over the last
eighteen months, Italian industry has lost all the advantages it had gained in the past,
but it does not seem to be in the ruinous conditions that the German and French ones
had been rapidly reduced to. The drop in interest rates has greatly benefited Italian
firms, as well as the public accounts of our country, and the same goes for the
concomitant drop in the prices of raw materials.

Even admitting all this, the French and Germans are well aware that their
production structures cannot support another revaluation of their currencies against
the Ttalian and Spanish ones, as well as against the dollar-area currencies, i.e. those of
the Asian countries.

The recent appreciation of the lire exchange rate has instead demonstrated the
real significance of the recovery of the Italian public accounts and the new credibility
which the Italian central bank has consequently been able to acquire on both a
domestic and international level. To cope with the long crisis in public accounts, the
Italian central bank had almost totally reduced its manoeuvring space. With the
improvement of public finances, it has to a great extent reacquired this space and in
the near future the virtuous dynamics could even improve.

The persisting period of low inflation, now that the Italian economy seems to
have found a rhythm of growth induced not only by exports but also based on the
dynamics of domestic demand, will indubitably have extremely positive effects on



the limitations on manufactured products and will prevent the facile speculations of
the past on the prices of imported raw materials.

All this, however, has to reckon with the great dualism of the Italian
economy, with full employment in strong areas of the country whereas the weak
areas have unemployment percentages as high and higher than those recorded in
Germany's eastern landers.

The traditional solution to this divide was to import southern labour. This has
ceased in recent years, to be replaced by non-EU immigrant workers. In the future, if
the monetary union prompts a greater productive specialisation inside the new
monetary area, it will not be difficult to imagine a further strengthening of the strong
sectors of Italian industry and a further weakening of those which have shown the
greatest problems in recent years. Among the former are the fashion industry and
mechanical engineering, among the latter what remains of the sectors characterised
by economies of scale and those with a high research and technology intensity. We
will therefore have to imagine problem areas in Piemonte and Taranto, whereas in
the third Italy and in the north-western parts, where the engineering and textile
industries prevail, there will be difficulty in meeting foreign demand.

Our country's capacity to solve the only real problem of the Mezzogiomo,
which is that of criminality, wiil therefore become crucial. It is true that there is a
great lack of services in the southern regions, but it is also true that the type of
industry which tends to relocate to these areas does not require very sophisticated
services, since it has no trouble in relocating in non-EU countries where service
conditions are certainly no better than those in southern Italy. And it must be added
that the level of criminality in these countries is not much less than in the
Mezzogiorno.

After the recovery of its public accounts, therefore, Italy will have to face the
social rehabilitation of its southern regions. As in the case of public accounts, it
requires basically only the political will to tackle the problem. Major regions such as
Campania and Puglia, which do not have a history of widespread organised crime,
will not take long to clean up and the development of their agriculture, tourism and
industry does not need immense investments. There have been many examples of
industrialisation "from the bottom" over the past few years. They demonstrate how
easy it is to solve these problems. There are also numerous cases of successful
industrialisation "from the top". The numerous automobile factories in the
Mezzogiorno testify to how easy it is to set up in the south when you really want to.
The same applies to the steel works of Taranto, when it is allowed fully to exploit all
its facilities without the restraints imposed by the European Union. And a good part
of what remains of the Italian aerospace industry has also moved to the Mezzogiorno.
Its problems certainly do not depend on the quality of the workforce or the
obsolescence of its facilities.

The internalisation of European trade after monetary unification will therefore
enhance the tendencies already under way for some years now in Europe, and we
have just mentioned what we consider the most obvious predictions for Italy. Our
country has for some time resigned itself to a role of supplier of top-of-the-range
products in traditional sectors, in which innovation can still be based on intelligence
and individual initiative and does not require a cautious production and
dissemination policy on a national level. Thus, if the state manages to cope with the



public security crisis in the southern regions with the determination it has
demonstrated in improving public accounts, it is not difficult to foresee a positive
future for Italian industry, with the exception of automobile production and perhaps
also steel. But in the case of steel, the modernity of facilities can supply sufficient
elements of competitiveness, even within a single currency area containing
substantial competitors. In the automobile sector, the problem mainly concerns the
assemblers, given that the producers of parts and components are by now integrated
with the German automobile industry and the European one in general. The optimal
solution would therefore be a gradual retrenchment of assembly plants, unfortunately
difficult to implement without trauma precisely because of the characteristics of the
demand and the facilities themselves, and a possible alliance of Italian producers
with other foreign groups.

Therefore most people think the future is rosy enough in the manufacturing
industry if it maintains its current ability to control prices and costs. The only ones
who disagree are those who deluded themselves that their country could have had a
larger role in the great, global technological challenge and those who are worried
about a possible link between types of production and levels of political and civil
maturity. On the other hand, in the new context of the single currency, the prospects
of the enormous service sector seem much worse. Worse, naturally, from the point
of view of the emigration of the decision-making centres and intellectual nuclei of
the various branches of this heterogeneous sector. To tell the truth, not even France
and Germany are on the cutting edge for levels of production and employment or
productivity and efficiency in services. We are thinking in particular of the financial
sector and in general the majority of services with a high added value. However, the
future of European employment is at stake in all these sectors, given that industry's
future capacity for absorbing manpower as such is generally considered limited and
steadily falling. Or so it seems, going by the experience of the last twenty years.

We have already seen that the Italian industrial structure, less concentrated on
the big factories than the French or German one, offers some hope for creating more
jobs in the future. But the real opportunities, again on the basis of the experience of
the last ten years, are to be found in the service sector, especially if we look at the
example of the United States. The current revolution in communications gives a
glimpse of hitherto unimagined possibilities of producing services with economies of
scale in many sectors. This means the specialisation of enterprising producers in
supplying homogeneous services to the whole European single currency area. The
language barrier 1s still a hurdle towards standardisation but in many sectors this does
not seem a significant problem. Thus a great surge of mergers, take-overs,
incorporations and subsequent rationalisation can be expected in many service
sectors, such as financial services, information technology and all the various areas
of the production and distribution of entertainment, especially television. In many
of these sectors, the front-rank producers are American and they have already
grabbed a large slice of the new European single market. It is not being overly
pessimistic to claim that only a few European producers will be able to survive
competition from the US, since the Americans know very well how a great single
market works both at home and in their expansion abroad. It is not difficult to
predict that the Germans will be almost the only European competitors and, in a few
cases, the French and British. In the banking sector, in particular, Italian banks will



become retailers for products packaged in big foreign financial centres by a small
group of competent dealers. This is already widely evident for investment banking,
but it also appears to be happening for securitized products and for managed saving.
Again, as in the case of industry, resigning yourself to playing subordinate roles
means ensuring survival. But nobody in Italy is under the illusion of creating a
financial centre of global scope, as Germany still seems intent on doing, for example
in its insurance sector in which a fast escalation has already occurred. The
reorganisation and concentration in the telecommunications sector is in full swing.
Again, the fact that Italy constitutes a major market with a high spending capacity
ensures the presence of big producers who will provide employment for Italian
workers. But it is over optimistic to expect that the Italians will direct the main
actors. In the best of scenarios, the main Italian private groups will manage to retain
some influence in these sectors by taking minority holdings in big foreign groups.
But the central organisation will certainly not be in Italy.

In general, it is easy to predict a future for all these sectors very similar to that
of the pharmaceutical one. Low-range production will remain, whereas all or almost
all the organisation and research centres will emigrate.

The sector for which an impoverishment is almost certain is that of university
education. The jobs offered in the reorganisation of the manufacturing and service
sectors on a European and global level only require low educational standards. The
emigration of the majority of higher organisation and research activities and the
definitive dwindling of big industry will mean that the levels of university research
will be lowered and thus also university education. The Italian universities will
become reduced, even more than now, to institutions for selecting intelligent young
people to send to foreign educational and research centres. The present situation in
" Germany does not make us think that these centres will be in that country. But by
maintaining and increasing its own big organisations for producing goods and
services, the Germans will at least be able to offer its young people - whom it sends
and will go on sending to complete their education abroad and especially in
American universities - the possibility of finding jobs commensurate with their
educational standards. Young Italians will certainly not have this possibility and
emigration will be the only chance of ensuring a suitable career at high educational
levels. All this has been going on for many years, especially in certain professional
sectors. But the reorganisation of the European market triggered off by the single
market will make it much more frequent and widespread. Unfortunately, the
inability of the Italian government and public opinion to understand the probiems in
this sector has been, and still is, disheartening. Many silly things have been said, and
are still being said, on the marvels of Silicon Valley and Venture Capital, without
understanding that they are both the offspring of the great Californian universities
and the impressive research budgets ensured them by the American private sphere
and government. As always, the successful private sphere is the result of a provident
and well-organised public sector. But in our country, and as far as we know also in
Germany, public opinion and government have not been able to grasp that the decline
of the university, its reduction to a mass examination site, would mean the end of
top-level research and the emigration of inventions under the form of innovations
towards the private sector.



Many years ago now, on the eve of what was to have been Europe 92 and
which ended up as we all remember, I wrote that the single market and monetary
union would boost the countries which had equipped themselves in time with modern
public administrations and drag down those which had allowed ageing public sectors
to survive, or even ingenuously believed that the single market and monetary union
would have enabled them to do without the state. It was all too easy a prophesy, and
in fact it has already come true. Italy, for example, has been forced by its previous
improvidence to get rid of a large part of its public undertakings, cancelling out
decades of investments and resources, just to rake up enough capital to enable it to
stop the public debt rising and start to make it fall. But even more than this, to
enable it to acquire credibility on an international financial market on which the
country depended for its financial recovery and which was extremely badly disposed
towards public enterprise. No other country has carried out such a great amount of
privatisation in so short a time. But a victim of this rapid dismantling of the public
undertaking has undoubtedly been the vision of the role which the public sector
should cover in a major country like Italy after the single market and monetary union
come into being. The same does not seem to have happened in Europe, and in
particular in Germany. In this latter country, the rationalisation of the public sector is
proceeding much more slowly and, at least so it seems, with a much clearer idea of
the final goals. Mergers of public banks, for example, have been exempted from the
interference of the Directorate General for Competition of the European Union. This
was the subject of a ukase of Chancellor Kohl to the Amsterdam summit. Following
this pressing request from the German side, we watched two mergers between public
banks, one on the south and one in the north of Germany. These will soon be
followed by others. Foreign banks do not seem to have obtained any controlling
positions in the German banking sector, as always the heart of that country's
economic system. And the same can be said of the insurance sector. Mr. Schroeder
has recently nationalised the Preussag steelworks in Nel Niedersachsen because the
owners wanted to sell it to the Austrians of the Voest Alpine at election time. It does
not seem that the Federal government objected, nor have we heard the voice of Mr.
Van Miert, so quick to condemn the Italian government. Nor do there seem to be any
plans to privatise the Leuna refinery, also situated in east Germany, which seems a
bottomless well of public resources and boasts five thousand employees.

The first signs, therefore, of Milward's vision of so many years ago, of a
unification of Furope without breaking up national industrial structures and
infrastructure seems only to have changed for countries, like Italy, with a state
administration incapable of modernising itself to face the challenges of European and
global integration and the single currency. The other major countries of Europe, and
in particular Germany, are managing to use public powers to help national production
forces and maintain their independence in the sectors considered as strategic, and to
weave together complex networks of alliances on a European and global level
Despite the continual declarations about Europe falling into the hands of the
Furopean central bank and the Brussels Commission, it seems very clear that
Europe's industrial policy is being organised by the big groups of the various
countries, enthusiastically backed up by their governments. It would be extremely
strange to expect anything different. In our country, the new nature of economic
sovereignty inside the single market and monetary union does not yet seem to have



been really understood. Italians are ingenuously expecting the euthanasia of all
governments, because they dislike their own and cannot wait to be governed from
Brussels or Frankfurt. But people in the other countries of Europe are far from
nourishing these hopes. They have faith in their own administrators and want them
to represent them adequately in the European institutions. When constructing the
new geography of public power in Europe, it is evident that the declared tendency
towards an increasingly greater subsidiarity will be to the advantage of those
countries which have managed to create modern and efficient local government
institutions. Even the ultra-centralised French state seems to have realised this new
scenario and has encouraged local autonomies, with results that seem extremely
efficient to Italian entrepreneurs who have tried to set up businesses in the rest of
Europe. Local governments are traditionally strong in a state with a long federal
experience such as the German one. Even Spain has very well-developed
autonomous capacities. Our regions and municipalities, instead, are only now
starting to wake up from a long indolence, to understand that in the future it will be
they who will be in the front row in Italy, in competition and co-operation with other
local bodies, and that a large part of the new economic policy will be entrusted to
them. The central states in the better organised countries are teaching local
governments how best to move in this new context. It does not seem that the Italian
state is doing this 1n a very significant manner, albeit some isolated examples can
now be glimpsed.

However, the Italians will mostly be able to survive without too much trouble
in the new scenario of European unity which seems to be opening up, even perhaps
achieving new levels of individual prosperity. What seems very doubtful to us is the
survival of the big Italian economic institutions; in other words, the survival of the
capacity of private and public Italian economic institutions to control their destiny, to
formulate strategies or to create profitable alliances with similar institutions of our
European partners which do not involve the subjection or even the disappearance of
the Italian ones. It is much more probable that all the major Italian economic
institutions will be acquired by a foreign controlling partner than that the opposite
will occur in other European countries. Whereas, on lower levels, it is very probable
that the Italian small and medium-sized firms will expand into the rest of Europe,
perhaps with greater success than their European sisters. But when they achieve
significant dimensions they will be absorbed by the big European groups, while once
again it is very improbable that large Italian groups will absorb medium-sized foreign
firms. This is the model of integration we consider probable in Europe in the near
future. If sovereignty were to cease to be national and be melted into a new, great
European nation we would not consider it a negative development. But the first steps
taken by the new Europe seem to demonstrate that the model created by Alan
Milward will survive for quite a while yet. The single market and monetary union
will mean less nations in Europe, that is less aggregations of economic power able to
control their own fates. But there will always be a certain number. The Italians will
not help to design the industrial policy of the European Union, whereas undoubtedly
the Germans and French will. Once designed, however, our firms will have a space
in it in which they will be able to prosper and grow. But it is highly improbable that
they will be able to participate in designing the strategy of the entire Union.



This can be difficult to accept for Italians animated by a sincere and honest
national spirit, comparable therefore to their much more numerous European
opposite numbers. But historically there have been very few of them in Italy, and
after the war we lost they have become even fewer. The euthanasia of Italian
sovereignty will thus be viewed with detachment by the majority of Italians and by
many of them even with enthusiasm. And if a few thousand brilliant young people
have to study and make their careers abroad this will certainly not keep awake at
night the many million citizens who are untroubled about not being masters of their
fate. The parabola begun with the Risorgimento will have described its course.
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GROWTH AND EMPLOYMENT IN THE
STABILITY-ORIENTED FRAMEWORK OF EMU

Economic policy reflections in view of the forthcoming 1998 Broad Guidelines

INTRODPUCTION

This Communication comes at a defining moment in the development of the European Unjon.
Within & couple of months, the European Union will decide on which countries will participate in
Economic and Monetary Unien from the starting date of 1 January 1999. This decision will be
based on convergence reports curtently under preparation in the Commission and the European
Menetary Institute and on a recommendation from the Commission. As a consequence, the - present
Communication,- which, this year, replaces the traditional Annual Economic Report, does.not
afilyse the coitvvergenoe 1551, "Iristedd, it 6208 s on the current economic situation, examines the
drati ciidlienfzes o Lhe_ys,ah 0 come snd SURFESIE widPethe figin. bﬂ*‘f‘if"“"fé'f‘ﬁollcim s} ouid lic.
lts main purpose is to initiate & debate in the buropean Faciameni and the Memuver States on the

policy options to be considered in the forthcoming 1998, Broad Guidelines for the economic

policies of the Member States and the Community. These Broad Guidelines will be the first after

the initial list of participants in EMU has been decided upon and will put a pamcular emphasis on
growth and employment.

I. ECONOMIC SITUATION AND OUTLOOK

1.1. The present recovery in a longer-term perspective

In the EU, the renewed upturn which begun in the spring of 1996 is gathering momentum and is
expected to turn into a self-sustaining expansion. The rebound was initially driven by buoyant
export demand from outside the Buropean Union and a marked improvement in Oompeliti\fcncss
due to a lower exchange rate against tfhe dollar, moderate wage developments and on-going
productivity increases. Given 1mprovcd competitivenoss and assuming that the expected strong
export market grcwth materialises, exports will remain supportive over the short run.

ln the years ahead the growth impulses are expected to stem increasingly from domestic demand,
il response to favourable monetary conditions, especially declining risk premiums in long-term
interest rates and the strength of the dollzr against Evropean currencies, and improved confidence
of companies and households. These favourable monetary conditions were brought about by the
remarkable progress towards convergence of inflation rates and the correction of excessive
budgetary positions in the vast majority of Member States.

“Investment is poised to become the engine of growth in the Union, thereby adding to total démand

as well as to both productive capacity and to the potential for sustaining growth in future years.
Investinent in equipment; especially, should expand briskly, being underpinned by improvements ia
demand prospects, competitiveness and profitability, as well as a continuation in terms of moderate
wage developments. Following some slackening in 1997, private consumption is expected to
accelerate gently in the years ahead on the back of moderate increases in real wages, a fall in
precautionary savings and, increasingly, by rising employment.

On balance, the Commission services’ Autumn 1997 forecasts expected that in the EU as a whole,

GDP would expand by 2.6 per.cent.in 1997, accelerating to about 3 per cent in 1998-99.

The progressive acccleration in real GDP growth is expected to have resylted in net cmployment
creation at a rate of 0.5 per cent in 1997 in the EU as a whole, rising to 0.8 % and 1.3 % in 199$
and 1999 respectively. This will correspond to a cumulative net creation of 3.8 million jobs over

.
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the three years. This encouraging performance will, however, not completely compensate for the

job losses of the carly 1990s (42 million). In addition, stronger and sustained employment growth -
aver the medium term is required to provide employment epportunities for both the high number of

unemployed and the increased number of people wanting to enter the labour force or to re-enter it
after a spell of inactivity. '

Since labour supply is still expected to grow at about 0.5 per cent per year due to in particular a
further vise in the participation of women and fewer men withdrawing from the labour foree, the
creation of jobs will not lead to an equal reduction in unemployment. In the EU as a whole, the
unemployment rate is expected to decrease from a peak of just below 11 per cent in 1996 to 10.7
per cent in 1997, falling gradually further to 9% per cent in 1999.

As a result, four years after the adoption of the first Broad Economic Policy Guidelines in late
1993, the Union’s economic performance shows a mixed record, ‘On the positive side, all Member
Statcs have managed to reduce inflation and budget deficits significantly, having implemented
stability-oriented macroeconomic policies over the past years. Conversely, in terms of economic
growth and employment, the performance has been disappointing during the first half of the 1990s.
This has raised doubts in some circles about the effectiveness and thc soundneSS of the overail
policy strategy advocated in the Broad Guidelines.

That the strategy recommended is appropriate and works is demonstrated by the economic
performance in countries which have for some time followed sound economic policies, achieved
wage trends approximatelfy in line with the Guidelines recommendations, and which have clearly
reduced their budget deficits to below 3 per cent of GDP. In these countries, the results in terms of
sustainable economic growth and job creation have been favourable and are clearly among the best
in the Union (the countries are, Ireland, Luxembourg, the Netherlands, Denmark and more recently
Finland).

The perception that the strategy has not yet delivered satisfactory results in the Union at large, is in
part due 1o the sheer sizc of the challenges at the start of the second stage of EMU and in part to
the, at times, insufficient progress in implementing the appropriate policy measures. The
disappointing performarice of the EU durirlg the period 1991-96 in terms of GDP growth (1.6 per
cent pa.) and employment (-0.4 per cent p.a) is in sharp contrast with the substantial results
achieved in 1986-90 (growth of 3.3 pet ceat p.a., employment 1.3 per cent p.a.). With hindsight, it
becomes increasingly evident that the poor growth and employment performance in the Union over

the*years 1991-96 was mainly the result of three macroeconomlc obstacles to growth within the

Union. ;

(i) An initiz] overheating of the economy (from 1988 onwards), procipitated by an excessively
expansionary macroceonomic policy-mix, fuelled inflation (from 1989) which spiralled into
correspondingly higher increases in nominal wages (from 1990). The rekindling . of
inflationary pressures caused the monetary authorities to adopt a very tight policy, which had a
knock-on effect in ali the EU countrics, but budgetary policy initially remained lax, or even
clearly expansionary in some countries. Comaqucntly, rising interest rates and the currency
crisis of 1992 led to the slabxhsmg recession of 1992-93, with a substantially negative impact
on employrnent. This stability conflict between budgetary policy, wage dcvc.lopments and
monctary policy was a major macroeconomic obstacle to growth.

{ii) A timely moderation of wage increases, sharp rises in productivity and increased
competitiveness ail contributed in 1993-94 to a healthy upswing, similar to the 1996-97
recovery. Exports and investmerit led the upswing, which was further supported by a gradual
improvement in private consumption and employment. This upturn was, however, abruptly
aborted under the combined impact of the currency upheaval of spring 1995 and a marked rise
in long-term interest rates, Factors beyond the control of policy-makerd in the EU (c.g., the
Mexican crisis and the related dolfar weakness) undoubtedly played a role in these

[hoas
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developments. The monetary turmoil was, however, largely rooted in insufficiently credible
economic policies in the Union, especially a lack of credible budget consolidation plans in
scverz] Member States.  Such currency upheavals, which have occurred repeatediy in the
Unian, were anather major macroeconomic obstacle to growth.

(i) The fact that healthy upswings have been repeatedly cut short by stability conflicts and
 currency upheavals since the first oil price shock and the end of the Bretton Woods system has
contributed to a decline in the investment rate in the Union. As a result, the potential rate of
economic growth is relatively low (currently at around 2Y% per cent per annum), which in itself
constitutes a third obstacle to growth.

If the Union is to achieve a sustained period of healthy economic growth capable of ensuring 2
significant and lasting reduction in unemployment, it has to find lasting solutions to these
macroeconomic obstacles to growth. A more vigorous and credible implementation of the
Guidelines strategy over the last {wo years has set in motion a virtuous circle. The exchange rate
disturbances, which occurred during 1995, have been broadly reversed and & higher degree of
stability has rewracd within the ERM, Long-term interest rates have converged towards low levels.,
Sounder economic policies have led to an improvement in economic confidence and have laid the
ground for the current improvement in economic activity. Thus, the economic strategy described in
the Broad Economic¢ Policy Guidelines is now delivering its expected results. The stability-
oriented policy framework of EMU is likcly to help overcome, in 2 mote-permanent manner, thcse
obstacles to sustained growth and job creation. The benefits in terms of cconomic growth and job
creation from a good macroeconomic performance will be all the greater the more product, service
and labour markets work efficiently. In these areas, although considerable progress has been made

in recent years, much remains to be done. It is therefore essential that Member States step up their
efforts in these fields.

1.2. Opportunities and risks

(i) After a prc;tracted period of slow growth, the necessary conditions for sustained growth in
outputl and cmployment ‘in the EU are now in place. Taking into account the combination of
very favourable supply-side conditions, improved demand prospects and a further

strengthening of confidence, 2 period of balanced and self-sustaining economic growth could
indeed ensue.

. Underlying economic fundamentals are sound and, if anything, are as good as or even better
than those prevailing at the onset of the 1993-94 upsWing or even during the high growth
period 1986-1990. Inflation is historically low and contained in-almost all Member States.
With sparc capacity stilf available end a recovery increasingly supported by capacity-
increasing investment, growth can develop without generating inflationary pressures. The
profitability of investment is at a level not seen since the late 1960s and is improving Turther.
In such a situation, brightening demand prospects and strengthened confidence can generate a
sound and durable recovery. At present, there are still somie weaknesses in internal demand.
But in the present context, demand cannot be stimulated by fiscal expansion or by significantly
stronger wage increases. Internal demand has thus to come from an endogenous process in
which the initial external impulse should be progressively replaced by the induced expansion
of investment and private consumption. This presupposes favourable monetary conditions, a
high profitability of investment and a climate of confidence. These conditions are more and
more being met. Interest rates are at an historical low and are converging downwards while
intra-EU exchange rates have been very stable and are in line with fundamentals. Finally,
business and consumer confidence is being buttressed by several factors. The latter include
heightened expectations of a robust recovery, credible and soundly based reductions in budget
deficits, an increased political will and determination, both at national apd EU level, to tackle

the Union’s stubborn unemployment problem and the growing perception that a large FMU
will be faunched on schedule.
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(i) Conccrning the Asian crisis, despite the grim economic situation in Asia and the challenges
facing the intemational finencial system, there are reasons, given developments so far, for

believing that the Asian crisis will only have a small impact on the present recevery in the EU

and will have no influence on the arrival of the euro. The trade exposure of the EU to the
Asian region is limited. Consequently, the lower demand growth in Asia and the improved
competitiveness of the region following the marked depreciation of its currencies will affect
EU exports only marginally. The exposure of the financial sectors of some Member States to
the region is important, but concentrated in relatively sound economies (namely Hong Kong

and Singapore). On the other hand, through lower EU import prices, the Asian crisis may

exert a positive influence on inflation in the EU, implying that officially-controfled interest
rates could be held lower than they otherwise would have been. Finally, there are no signs as
yet that the Asian financial turmoil has affected the spili-over in the EU from external demand
to domestic spending, which should becomie the main driving force of economic growth in
1998. In sum, the financial turbulence in Asia will iead to some reduction in economic growth
in the BU in 1998, but the adverse impact is likely to be rather small. A recent simulation with
the QUEST model, which suggests that the crisis could knock off abour a quarter of 2
percentage point of output grawth in the FU in 1998, carroborates this qualitative assessment.

In part related to developments in Asia, there has also been some concern about the stock
market volatility that affected the world economy at large during the second half of 1997 and
at the beginning of 1998. In the industrial countries, the correction that took place during this
period has, however, been reversed in recent weeks. Nevertheless, renewed falls in stock
prices cannot be excluded. Were these to occur, the adverse impact on confidence and
economic activity would probably not be very important. Unlike in the United States, market
capitalisation is low and the role of shares in households’ portfolios is rather limited in
continenta! Burope. Furthermore, any negative effect could be offset by lower interest rates if
the liquidity withdrawn from stock markets were to be invested in the bond market or through
policy reactions by the monetary authorities.

1.3." Economic policy requirements'

Although an increasingly robust cyclical upturn has taken hold, this is not the time for’ my‘-"‘

relaxation of policy effort. The challenges facing policy-makers are twafold:
 in the short run, to maintain monetary stability and market confidence;

.+ in the medium-term, to transform thc upswing into a $frong and sustained growth process.
'

Meeting these challenges is crucna! fo the realisation of two complemcntary priority objectives of
the EU, namely:

» 2 smooth transition towards EMU and its succcssful operation;
* asubstantial and lasting reduction in the level of unemployment while significantly increasing
the ernployment rate.

Progress towards a return t6 sound public finances is instrumental to the fulf' Iment of these two
ob_}ectwcs

With spare capacity available and with prospects for healthy growth in investment in plant and
machinery, solid growth should be able to take place without encountering capacity constraints or

generating inflationary tensions. Monetary conditions may thus remain favourable for an extended-
_period. Moreover, the fact that interest rates have converged towards low levels shows that

financial markets are confident that the framework for monetary and budgetary policies in EMU

. will ensure low inflation in the long run.

- . - N
It is essential to maintain this confidence and to guarantee a smooth trartsition to EMU through

credible policy action. In the monetary field, once the decision has been made as to which

oo7
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countries will take part in the third stage of EMU from its outset, there is likely to be a need for
enhanced monetary co-ordination for two principal reasons. Firstly, to support market stability in
the intcrmedjate phase by emphasising the firm commitment to EMU and by undertlining 2 common
view on the future singie monetary policy. Secondly, to ensure that the ECB inherits 2 moanetary
envitonment consistent with price stability in the prospective euro area and thus to help avoid any
sharp movements in interest rates at the beginning of EMU. In the budgetary field, it Is essential
that Member States fuily implement their 1998 budgets and/or their convergence programmes. The
objectives set out in these budgetary plans should be considered as ceilings, not targets. In those
countries where growth has been quite robust for some years or where the convergence in interest -

"rates in the run-up to EMU would imply a further fall in rates, there may be a partlr.:ular need to
quicken the pace of budget deficit reduction.

Ensuring a transformation of the present recovery into a non-inflationary, high economic growth
process over the medium term — a prerequisite for substantially and durably higher employment —
will require a strenpthened programme of macroeconomic and structural pelicies to address a
number of key challenges while allowing the EU economies to better adapt io changing
circumstances in the years ahead. In conformity with the Resolution on Growth and Employmont
from the Amsterdam European Council, durably reducing unemployment will require action over a
broad front, with an essential ingredient being macroeconomic policies, including wage
developments, that promote sustainable growth and stability. It will also be essential that Mémber

States continue, and where necessary, intensify structural reforms that should, over time, improve
the functioning of product, services and labour markets,

2. THE EMPLOYMENT CHALLENGE
2.1. Why an employment challengc?

Article 2 of the Amsterdam Treaty on the Evropean Union states explicitly: " The Community shall |
have as its task, by establishing a common marke! and an economic and monetary union and by
implementing common policies or act:wr:es [...]. to promote throughout the Community a
harmonious, balanced and sustainable development of economic activities, a high level of
employment and of social prolection, equality between men and women, sustainable and non-
inflationary growth, a high degree of competitiveness and convergence of economic performance, a
high level of protection and improvement of the quality of the environment, the raising of the

standard of living and quality of life, and economic and social cohesion and solidarity among

Member States." ‘

{ndeed, a cormmon, comprehensive definition of competitiveness in the economy as a whole is as

follows. A country is internationally competitive if concurrently:

- its productivity increases at a rate which is similar to ot higher than that of its major trading
partners with a comparable leve{ of development;.

- it maintains external equilibrivm in the context of an open free-market economy; and
- it realises a high level of employment.

If one looks at the overall performances of the European Union in terms of productivity and
external equilibrium, the picture is satisfactory, During the last 24 years (1974-1997), the growth
of labour productlwty remained stable at 2 per cent per year on average; i.e. well above the United
States (0.7 per cent per year during the same period) and, more recently, even slightly above Japan
(1.9 per cent per year in 1986-97). Similarly, the current account of the EU as a whole has always
fluctuated within narrow limits, close to equilibrium or in stight surplus thereby allowing for
capital export and dcvelopmcm aid. However, as regards the labour marker, the most dominant
feature of the EU is the mediocrity of its employment growth and levefwith respect nat only to

' Defined as real GDP per employed person.
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what the Union was able to sustain during the 1960s but also compared to the United States and
Japan.

2.2. The extent of non-employment

According to Eurostat’s standardised unemployment definition, the number of unemployed persons
in the Union amounted to approximately 18 million in 1997, representing 10.7 per cent of the
civilian labour force. Furthermore, the weak employment performance of the Union since the mid-
1970s has not only led to a fivefold increase in the unemployment rate but has also resulted in a
very low ratio of effectively employed persons with respect to the working-age population. This
ratio, the employment rate, fell from 67 per cent in 1961 (a level reached even before the
considerable expansion of the female labour force) to about 60 per cent presently whereas it
exceeds 74 per cent in the USA and Japan. Such o large fall goes beyond the impact of
unemployment alone since aclivity rates tend to fall when unemployment goes up (“discouraged
worker” effect). ~

The fiture employment rate will depend on economic and social conditions that may strongly differ
from previous periods. However, int the medium to long term, if sufficient jobs are created, the EU
employment rate could easily return to a leve! at least as high as in the early 1960s (67 per cent). In
fact, if the female employment rate remains unchanged at the level reached in 1997 and if the male
employment rate returns fo its high level of the 1960s, then the averall employment rate for the EU
could even be 70 per cent. Besides, a further (and likely) increase in female participation would.
bring the EU to 72 per cent or even close to the US and Japanese levels. These two limits (67 and
72 per cent) imply an employment putent:al of either 22 or 34 million people, respectively the.
equivalent of total employment at present in France and Germany®.

it should also be noted that, in fact, the employment potential is even ﬁigher since the present 60

per cent employment rate corresponds to 55 per cent in terms of fuil-time equivalent posts due to
the impact of part-time work of which a part is involuntary and corresponds thus to a form of
partial unemployment.

: - _
In the short run, the present degree of non-employment is undoubtedly a weaknoss and the source
of a large social cost but the labour reserve associated with it also represents a very impomnt
growth potential beyond the growth coming from labour productivity increases. Such a potential is

" hot available in the US and in Japan, and it constitutes an opportunity that should be seized.
Indeed, the utilisation of this potential would greatly alleviate Member States’ public finances and

social security systems’, facilitating the bafeguarding and devclopment of common European social
values, as well as the reduction of tax pressure botly on companies and on individuals. It would also
make the transition towards a more environmentally friendly production mode sipnificantly easier,
For the latter, examples of the social and environmental nceds that may be fulfitled within the job
crestion process may be found in recent Commission repoits an Employment Pacts and Local
Initiatives. In the same spirit, an investment-led, durable growth patiern fits very well with the long
term investment strategies: proposed by the Commission in its November 1997 Communication on

Strong ecopomic growth over the medium term combincd with a determined implementation of the 1998 Employmeat
Guidclines could result in an increase in the employment rate fo 65 pet cent witliin five ycars in the EU as 2 whole., .

about onc third between 1995 and 2020, If the employment rate, i.e. the share of thesc financing pay-as-you-go
pension schemes, remains-as low as it is now and unemployment remains above 10 per cent of the labour foree, social

contributions likewise would have Lo be ingreased by 33 per cent if one wants to maintain the present ratio of pensians °
to carned income. On the other hand, if the employment tatc conld be raised to the present US or Jupancse lovels (74

per cent) with a retum to {ncarly) full empluyment the increase in contributors wmlsf nearly match the increase in
. pensioners. Furthermors, the increasc in conlribution rates required to maintain the same relative pension ovels
wyuld be negligibic. For more details, see European Econnnty, n° 56, 1994, Analylica] Study n® 5.

The ratia of poople aged 65 and over to thosc in the active age groups (the so-called prey pressurc) will increasc by,
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Environiment and Employment, so as to promote environmentelly sustainable production and
consumption patierns.

Finally, strong economic growth in the EU provides considerable help towards e Sm:cessful
transition in the candidate countries and in the less-developed world as a whole.

To exploit the huge labour reserve, two conditions must be met: firstly, the existing workforce tust
be “employable”™ and notably meet the changing skill requirements of the economy and, secondly,
the economy must create the necessary working posts.

23. The ecmployability of labour

The effects of globalisation and the permanent introduction of new technologies are raising the skill
requirements for jobs. In this context, in agreernent with the recommendation contained in the 1998
Employment Guidelines approved by the Councif in December 1997, training policies (broadly
defined) should provide the environment needed for the improvement in human capital, which
remains a major cconomic and social goal. It must, however, be noted that given the pressure of
competition (both intemal and external) and of technological and organisational pragress, this need
for qualifications applies to all members of the potential labour force, both in and out of work.
Investment in knowledge is 8 permanent task and will remain so in the medium to Tong run.

But it should be kept in mind that in order to produce their full return, training policies must go
together with a strong creation of working posts in the economy so that people going through these
re-training efforts do indeed {ind a job at the end of it. If this is not the case, the full potential of
these costly efferts cannot be realised and for individuals, it is a strong source of frustration.

Jt should also be appreciated, at the present time, that both the cyclical {about 2 per cent of the

labour force) and nearly one half of the non-cyclical part of unemployment (i.c. about 4 per cent)®
is compaosed of persons still in the normal turnover of the labour market, in the scnse that they
could easily return to work, with some (limited) retraining, provided that new working posts are
created for them. This means that from the present 10.7 per cent of the laboyr force which is
unemployed, about 6 per cent could re-¢nter the job market fairly fast if and when jobs are offered

to them. Thus, despite some bottlenecks in a few specific sectors, there is no evidence that the

skills offcred by 2 sizeable share of the workforce are basically outdated or insufficient to ensure

employability. The true immediate bostleneck is lacated at the level of net job creation in the
€COnomy. ' '

Finally, in a longer term perspective, even part of the structural unemployment stricto sensu (about
5 per cent of the labour force) could be re-integrated into employment by active labour market

policies and other structural measures (see scction 4.5, below) if the economy creates the required
working posts.

2.4. Growth, productivity and employment

To achieve a high employment rate in the EU, which is a requirement of the Treaty (Article 2), it
will be crucial to geperate, over an extended period of time, economic growth well above the rate
coming from increases in labour productivity in the overall economy, whatever the puce of the
latter might be. Over the last two decades, ové.rall labour productivity has increased at a stable rate
of 2 per cent per year on average in the Union®, This has resulted, in more or less equal proportion,

L]
Sut, Evropean Economy, n® 59, 1993, Analytical Study.n @3, ..

With the productivity wend stable at 2 per cenl per year,a trenid growth of’ ral GDP of 2 per cent per year will simply
kecp employment constant, Furlhermore, since fabour supply is still likely to grow by about 0.4 to 0.5 per cent por
year in the mediutm term, u real GO growth rate of higher than 2.5 per cent is nceded 1o reduce unemployment.

l@otio
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from the incorporation of technological and organisational progress (total factor productivity) and a
substitution of labour by capital at the macroeconoinic level®,

Since technological progress is the main source of wealth and improvement in the quality of living
standards over the long run, policies should be directed at maintaining, and even accelerating, the
pace of technological chanpge. This is also necessary in order to safeguard the Union's
competitiveness in .an ever closely integrated world econamy. Furthermore, there are powerful
forces at work, such as globalisation, the completion of the internal market and the mave towards a
knowledge-based economy, which are expected to sustain the trend of total factor productivity but
also of labour to capital substitution in the Union in the future,

On the other hand, with respect to substitution of capital for labour at the macroeconomic level, the
Union’s economy has traditionally been characterised by a comparatively strong degree of
substitution, implying a stronger increase in the capital intensity of its production process than for
instance in the United States. However, the analysis of the 1986-90 data shows that the
cornbination of wage moderation (hence, profitability increases) combined with good demand

* prospects and strong growth in capacity-expanding investment may reduce significantly the rate of-
labour to capital substitution. Thus, if the evolution of wages continues to be appropriate, a further
slowing-down of this substitution process is to be expected. Simultaneously, through increased
profitability, it reinforces the foundations for higher, investment-supported, economic growth as
demand prospects brighten. By incorporating new technologies, the new investment will contribute
to sustaining total factor productivity growth and, to the cxtent it is capacity widening, slow down
the substitution process’. For another way to weaken the substitution process, see section 4.5.

3. EMU AND MACRO-ECONOMIC POLICIES CONDUCIVE TO GROWTII AND EMPLOYMENT

3.1. The established consensus of the Broad Guidelines and the favourable, new,
policy framework in EMU ‘

Within the framework of the Broed Ecbnomic Policy Guidelines a solid BU-wide consensus has

been established on a common macroeconomic policy strategy to achieve sustained, investment-

supported, outplt growth and job creation over the medium term without inflationary tensions.

This strategy contains three essential ingredionts, which may be summarised as follows:

=" astability-oriented monetary policy; -

- sustained efforts to consolidate the public finances in most Member States consistont with the
objectives of the Stability and Growth Pact;

-~ nominal wage trends consistent with the price stability objective; at the same time, real wage
developments with respect to increases in productivity should take into account ‘the need to
strengthen the profitability of investment and to support the purchasing pawer of workers.

For a detailed analysis, see " 1937 Annual Econémic Report”, Furopean Ecenomy, n® 63, 1997.

The experience of Ireland secms (o bear this out in an cven clearer way. 1n Ireland, macrocconomic wage moderation

sincc the mid-1980s was much stronger than in the Union on average (c.g. over the period 1991-97, in freland real

wages grew by 1.5 percentage points less than the labour productivity trend of 4 per cent p.a. whercas in the EU they

rose by 1.1 percentage point less than the labour preductivity trend of 2 per cent p.a). This has resulted in 2

significant slowing down of capital-labour substitution, but the growth of labuour productivity has been maintained,

hetped by higher capacity-widening investment which incorporatéd technical progregs. Simullancously, in Ireland,

ewonomic activity and employment grew 2t a strong, pace (sverage annual rate of growth of 6% per cent and 2% per

cont, respectively). On the other hand, in the Netherlands wage moderation in combination with fabour market .

reforms (cspecially partstime work) since 1983 has'led to s slowdown in caplal-labour substitution but also in
apparent labour productivity growth.
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The underlying reasoning is that “the more the stability task of monetary policy is facilitated by
appropriate budgetary measurcs and wage developments, the more monetary conditions, including
exchange ratcs and long-ferm interest rates, will be favourable to growth and cmployment™®,
The framework for macroccanomic policies in EMU, as lzid down in the Treaty and supplemented
by the Stability and Growth Pact and the new exchange rate mechanism (ERM2), reflects, builds on
and will rcinforee this consensus. Consequently, the realisation of EMU enhances the prospects of
avoiding the three principal reasons or obstacles that have, on repeated occasions, brought
economic growth and job creation in the Union to a premature halt (see above, section 1.1). This
heolds because in EMU: ‘ :

¢ exchange rate turbulence will be ruled ot ameng participating countries and tho euro oxchange
rate with non-participating Member States is likely to be stable, especially if they participate in
the ERM2, 2s countries with a derogation are expected to do. The more countries take part in
the single currency, the greater the benefits of the Single Market will be. Moreover, given the
econamic importance of the prospective euro-zone in the world economy, the curo could help
stabilise world currency relationships. This possibility is further enhanced by the commitment
of policy-makers on both sides of the Atlantic to pursue stability-oriented macroecenormic

palicics. Thus, extra-EC trade (representing only about 10 per cent of Community GDP) would
probably also be favoured;

¢ sigbility conflicts will be more casily avoided. The Treaty provisions (Art. 104 to 104c)’ and
the Stability and Growth Pact with its poal of an underlying budgetary position close to balance
or in surplus in “normal™ cyclical conditions decisively reduce the risk of conflicts between
budgetary and monetary policies. This also makes it possible to durably achieve a low level of
long<term interest rates. Moreover, given that exchange rate changes between participating
countries arc ruled out and given the price stability task of the ECB, the responsibilities of the
two sides of industry in setting wages are incteased. These two factors will also make it easier
for them to settle wage agreements in conformity with stability and growth. Finally, the

conditions and incentives for wage and price discipline will be enhanced in EMU by increased
product market integration and competition;

¢ a more stable and less risk-prone c‘enviranmenr for investment will be created. The single

currency will create a zone of macroeconomic stability and low inflation and will thus provide a
. stable framework in which companics can plan and invest. The investment process will thus
. benefit from the stability context in the sense that its expansion will not be abruptly and

prematurely interrupted by stability confiicts or monetary turbulence. Besides, reduced volatility .

in cxchange rates, inflation, interest rates and economic activity will reduce the required rate of
return on investment decisions. The euro will be a complement to the Single Market, boosting
competition and providing new opportunities to invest. Jor these reasons, the stability provided
by the EMU regime will make a decisive contribution to overcoming the third obstacle to

growth, namely the insufficient growth of productive capacity with respect to the labour
productivity trend.

In sum, EMU will help to Tock in the fundamental change in the macroeconomic policy mix which
has been progressively achieved in the Unjon and which has started to deliver its expected results.

As cmphasised in the Luxembourg European CouncilResoiutiOp on “Economic policy co-
ordination in stage 3 of EMU”, the policy -mix under EMU will require closer Community
surveillance and co-ordination of economic policies, hoth among Member Stutes and between the

Sec 1997 Broed Geonomic Pelicy Guidelines™, Enropean Ecanomy, n° 64, 1997,
q

Art. 104: ban on Lhe monetary finaneing of government duficits; Arl. 104a: bap on privileged access for the poblie
atithotities (o the finrncinl markets: Art. 104b: the Community and the public aulhori}u:s of the Member States arc

prohibitcd fom assuming lability for the dubts of other public autherities; Art. §04¢; excessive govemment deficits
"and debts musl be avoided, '
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partics involved In economic decision-making. This notably implies the close monitoring of
macroeconomic developments in Member States and of the euro exchange rate, the surveillance of
budgetary positions and policies, the monitoring of structural policies in labour, product and
scrvices markets and of cast and price trends, the fostering of tax reform to raise efficiency and
discourage harmiful tax competition.

The enhanced co-ordination will adhere {o the principle of subsidiarity, respecting the prerogatives
of national governments in determining structural and budgetary policies subject to the provisions
of the Treaty and the Stability and Growth Pact. It will respect toa the independence of the ESCB
and the role of the ECOFIN Council as the central decision-making body and witl respcct national
traditions and the competence of the social partners in the wage formation process.

‘Finally, the Broad Economic Policy Guidelines should be developed into an effective instrument
for ensuring sustained convergence and should provide more concrete and country-specific

guidelines and focus more on measures to improve Member States’- growth potential, thus
increasing employment.

3.2. Monectary policy

Monetary policy in the euro-area will be under the respongibility of the ECB and the ESCB. In
conformity with Article 105(1), the primary objective of monetary policy will be to maintain price
stability and, subject thereto, to support the economic objectives of the Union, including in

particular sustained, non-inflationary, growth and a high level of employment, as laid down in
Article 2 of the Treaty,

The credibility of the ECB in delivering price stability is of paramount importance in achieving low
long-term interest rates and posilively influencing the belaviour of price and wage serters. This
credibility is an impaortant asset in realising higher levels of investment, growth and employment.

The credibility of the ECR in delivering price stability-is underpinned not only by the clarity of its
objective but also by the Treaty guarantead independence of the ECR and of its governing council.
The credibility of the ECB and the euro will therefore from the outset be as high as that of any
existing central bank and major world currency. This has been clearly confirmed by developments

in the financial markets in the run-up to EMU. In the countries that have shown a determination to

meet the convergence criteria and participate in EMU, long-term interest rates have fallen towards
the best performers in the ERM. Moreover, long-term interest rates bave even fallen to record low
levels in Germany, the country that is tradmonally viewed as havmg had the mast credible central
bank and most stable money. Record- low nominal interest rates in Germany and other countries
are an unmistakable sign that the credibility of the euro and the ECB is, from the outset,
comparable with that of the best performing Member States.

Finally, and not least importantly, the tnore the stability task of monetary policy is facilitated by a
sound budgetary policy, inspired by the Stability and Growth Pact, and by appropriate wage
.developments, in line with stability and growth, the less monetary policy is overburdened and the
more monctary conditions, including the euro exchange rate and long-term interest rates, can
develop in a way that is favourable to growth and employment. This will représent clear progress
over the earlier, "pre-EMU", times,

For the European Central Bank this implies, in line with Art. 105 (1) of the Treaty, that it pursues
its primary objcctive of maintaining price stability with emphasis and credibility, but it implies also
that, “without prejudice to the objective of price stability”, it support(s) the general economic
policies in the Community with a view to contributing to the achievementaof the objectives of the
Comimunity as laid down in Art. 2", including the objectives of growth and employment.’

10
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3.3. Budgetary palicy

Budgetary policies will remain the responsibility of national governments in EMU but will be
subject to the constraints of the Treaty and the Stability and Growth Pact, which emphasises the
need to balance the budget in “normal”™ economic conditions and clarifies the key Treaty provisions
- on budgetary policy. Thesc logal provisions reflect the recognition that sound budgetary policies
arc an essential condition for sustained, non-inflationary growth and a high level of employment.

This is so because sound budgetary policies, apart from facilitating the task of monetary policy in
maintaining price stability, will:

4 by helping to reduce long-term interest rates, generate a crowding-in of private investment.
Since in such circurnstances governments no longer absorb private saving, but make a positive
cantribution to savings in the economy, the increase in the investment rate can - other Lhmgs

being equal - take place without pressurcs on the balance of payments and long-term interest
rates;

& creaie the ﬁecessary room fo cope With adverse cyclical developments. This witl be particularly
important afier the inroduction of a single currency, because the ad] justment to country-specific
shocks will then, to a higher degree, rest with budgetary policy,

¢ by curbing public debt ratios and hence reducing the debt service burden, facilitate the needed
restructuring of government spending towards more productive uses and lowering of taxes and
social security contributions, while making the taxation system more eémployment friendly. 1t
will also help prepére for the budgetary consequences of population ageing.

" Budpetary issues will also form an intcgral part of the strengthened multilateral surveillance and
co-ordination of economic policies agreed at the Luxembourg European Council. Such policy co-

ordination will facilitate the maintenance of appropriate budgetary policies in each participating
Member State and in the euro-zone as a whole, taking into account the current and prospective
stance of monetary policies, the economic sitvation and prospects, etc.

Critics have argued that this commitment to disciplined budgetary policies will result in an unduly
restrictive budgetary stance, hence risking exacerbating flucruations in economic activity.
However, this does not take into-account that, given the “virtuous circle™ effects of the considerable
efforts aiready made, of the fall in interest rates and the genersl reduction in the public debt burden,
it will be much easier to bring budget deficits from 3 per cent of GDP to zero, if the medium term
growth path develops as expected, than it was to bring thent to 3 per cent of GDP in the first place.
A ,

Critics also ignore the fact that the possibility to use the stabilising function of fiscal policies has
been increasingly lost over the last three decades. In this period, Member States with relatively
high deficits and debt levels have often found themselves compelled to follow restrictive budgetary

policies during periods of economic slowdown. Budgetary consolidation will help regain that
margin, ‘

Budgetary positions close to balanoc or in surplus in normal cyclical positions allow sufficient
scope to deal with all but the most severe disturbances without breaching the 3 per cent reference
value. In exceptional circumstances (as specified in the Stability and Growth Pact), Member States

will be allowed to surpass this valuc. Some Member States will, however, actually have to plan’
budget surpluses in favourable economic conditions to comply with the Pact’s objective of ensuring

a sustainable public finance position over the full range of the economic cyele. Sound budgetary
policies will in all likelihood also increase the effectiveness of the automatic stabilisers. Proven.
budgetary discipline will steengthen the confidence of economic agents that a rising deficit during a

recession will not permanently durupt the public finances, thereby allevu%tmg the adverse effects
through higher interest rates.

o14
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Over thc last year, Member States have sobmiitted new or updated convergence programmes setting
out their medium-~term budgetary objectives. They all aim for a continuing budgetary improvement
in the years to come, thus making steady progress towards the objective of budgetary positions
close to balance or in surplus. The improvement in the public finances is helped by the expected
upswing in growth and employment. In many countries, the full éffect of recent years' sharp
reduction in interest rates also still has to come through. In most cases, these cyclical and interest

rate induced gains arc accompanied by further, if moderate, improvements in the siructural budget

positions net of interest payments.

Given the important efforts made in recent years, showing already positive results, it is essential
that Member States stick to the budgetary objectivés set out in their recent convergence
programmes. The opportunities offcred by the improving economic cycle must be seized in order
to itnptove the stato of the public finances and 1w fulfil the objective of close to balance or in
surplus at the earliést possible date, It is equally important that policy mistakes are avoided in
other areas, notably policies which might add to labour cost and inflation pressures and thus could
precipitate & rise in infersst rates or a premature halt in business expausion and investment
dynamisim. '

In order to be consistent with the Broad Economic Policy Guidelincs, budget deficit reductions

'should be achieved mainly through continued expenditure restraint rather than through tax

increases. Until now, for the EU as a whole, the impressive budgetary consolidation effort {from a
deficit of 6.1 per cent of GDP n 1993 to 2.6 per cent in 1997) was indeed entirely made by a

~ contraction in the level of total expenditures in GDP (from 52.4 per cent in 1993 to 48.7 per cent in

1997) since the overall tax pressure remained practically constant (at 46.3 per cent of GDP in 1993
and 46 percent in 1997).

However, having reduced their budget deficits to 3 per cent of GDP or below, some Member States
(especially the Netherlands, but recently also Germany) have embarked, or are contemplating doing
50, on a strategy of simultaneously curbing the budget deficit and the burden of taxation. Such a
programme is motivated by the need both to control government expenditure growth and to
promote economic dynamism, thereby Strengthening the conditions for sustained growth and
employment creation. In view of the important distortions and disincentives emanating from a high
level of taxation, such a strategy is certainly appropriate provided that it does not jeopardise
further, steady, progress towards sound budgetary positions, :

The successive Broad Guidelines cxerciscfs have identified two general principles for focusing the
expenditure structure: (i) priority of .controlling public consumption, public pensions provisions,
health care, passive labour market measures and subsidies; (ii) priority in favouring productive
activities such as investrnent in infrastructure, human capital, and active labour market initiatives.
To the extent that such a restructuring would lead to a reduction in the number of people of
working age receiving social transfers and/or to an increase in employment, it would help to
improve budgetary positions over the medium term. However, ex post fucto, it appears that a

number of Member Statcs had difficulties in applying these principles. For instance, the EU -

average share of public capita} formation in GDP fell from 2.9 per cent in 1992 10 2.2 per cent at
present and the shift from passive to active labour market policies scems to be somewhat slow. It

- may therefore be asked whether, in the future, such expenditures should not be better preserved

from the general consolidation process.

As regards the structure ‘of taxation, the Broad Guidclines and the 1998 Employment Guidelines
recommended, for most Member States, a reduction in the social contribution burden or in tax
wedges as a whole, in order to reverse the trend towards an incrcase in the tax burden borne by

employed labour (which rose from 35 per cent in 1980 to more than 42 pel.cent at present). It is

essential that the timing and modalities of efforts to reduce thé tax burden on labour arc decided
upon with a view to maximising their employment effects while fostering sound public finances, In

12
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a broader perspective, apart from an overal! reduction i the general level of taxation, as called for
by the Amsterdam European Council and the 1997 Broad Guidelines, the Commission regards it as
essential to achieve greater fiscal coherence throughout thé Upion. To this end, following the
adaption of a code of cenduct in December 1997 and in conformity with the Luxembourg European
Council Resolution on Policy Co-ordination, which asks explicitly for “... tax reform to raise
efficiency and the discovragement of harinful tax competition”, the Commission will endeavour to
reach agreement in other important areas, such as the taxation of capital income 2nd 2 Community

- framework for the taxation of energy products. These points will be further covered in sections 4.4

and 4.5.

3.4. Wage developments

In EMU, wage setting will remain the rESpOﬂSlbl]!l‘y of the social partners at the natmnal regional,
sectoral or even at a more decentraliscd level following their respective traditions. As undetlined in
the Amsterdam Resolution on “Growth and employment”, the social partners are responsible to
reconcile high employment with appropriafe wage settlements and to sef up a sujtable institutional
framewark for the wage formation process. The social dialogue is important for achieving the right

‘results. For that reason, the Broad Guidelines urged the Commission to continue to develop the

European social dialogue, especially on macroeconomic issues, on the basis of the Broad
Guidelines. - National governments refain a considerablc responsibility for wage setting, both
because of their role as a large employer and because they set the macroeconomic framework and
determine the labour market rules and regulations in which the socjal partners operate,

The requirements for employment-fricndly wage trends in EMU are no different from those already
specified in the Broad Economic Policy Guidelines: (i) nominal wage increases must be consistent
with price stability; (ii) real wage increases with respect to productivity should take into account
the need to strengthen the profitability of investment and to support the purchasing power of wage
carners; and (iii) collective agreements should better reflect, in a pragmatic way, productivity
differentials according to qualifications and skills, regions and, to some extent, sectors. These
recommendations concern wage developments in countries which will participate in EMU but also
in the other Member States as they should be equally committed to stabjlity-oriented policies'®,

The credibility of the EMU macroeconomic framework and the increased competition in the single
currency zone is likely {o strengthen wage and cost discipline. The conditions for maintaining
appropriate wage trends will be improved because EMU will provide low inflation, secored by the
ECB, as well as lower inflation variability because suddett shifts in exchange rates ace ruled out
among participating countries. The known and credible price stability objective will facilitate
agreement on moderale and appropriate wage increases. In countries where the sacial partners
agrec on moderatc wage increases in order to help strenigthen employment, they no longer risk
seeing the job benefits of their moderation undermined by currency appreciation relative to EMU
partners. The incentives for wage discipline will be improved too because hresponsible and

inappropriate wage mr.ruases can no longer be accommodaled by national monctary and exchange
rate policies.

If there were to be national or regional wage agreements not in line with these general rules, this
would not necessacily imply an acceleration of inflation in the entire monetary union. Even in the

country or region concerned, the impaired competitivencss would probably lead less to higher

inflation but more to higher imports from other regions, since in the monetary union and with the
intenal market the elasticity of supply will be high. As the reduced competitiveness would risk

resulting in lower employment in the country or region, it is probable that the social partners would .

avoid such an outcome:

‘\

See also, “Wage pelicy and l:mploymcnt in Ecanomic and Manetory Union™, Opinion of the Ecnnnmic Policy
Cuormimillec to the Ecofin (.uuncﬂ October 1997.

¢
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On the other hand, mational or regional differences in wage developments will continue to be
possible and necessary in EMU, especially if a healthy catching-up process is developing,
Catching-up couniries tend to have a higher trend in productivity growth in the exposed sector and
therefore have room for higher real wage increases while maintaining competitiveness and

profitability. Developments in Ireland since the mid-1980s clearly illustrate this point. Continued -

moderation of nominal wage increases has led to higher investrent and higher productivity growth
which in tum permitted a rise in rcal wages that lay clearly above the BU average, without affecting
inflaticn and competltxveness and allowing for strong prowth and empluymcut (see also footnote 7,
page &).

While thc responsibility of the social partners for employment trends will be enhanced in general,
two special cases merit attention. Firstly, the increased transparency of wape and costs levels
beiween Member States duc to the existence of a single currency and the elimination of exchange
rate fluctuations, may lead to a certain increase in labour mobility but may also give rise to wage
claims in lower-wage countries to close the gap with: higher wage countries. As noted above, an
increase in wages faster than warranted by productivity levels in a country or region would lead to
a detericration in competitiveness and investment profitability and therefore to reduced
atiractiveness as a production location. The country or region’s export performance would suffer,
investment would be deterred and unemployment would increase. Through 2 process of labour
shedding and capital-labour substitution, labour productivity could gradually increase to match the
higher level of wages. But such a process would entail firther job destruction and higher
unemployment. For thesc reasons, “wage imitation” must be avoided',

Secondly, as a consequence of the transfcr of national monetary and exchange rate policies to the
Union level, the role of other adjustment instruments will be enhanced in the event of possible
country-specific disturbances. It will be particularly important to assure that wage adjustment
-plays a posmve role in r&cstabhshmg output growth and cmployment foflowing asymimetric shocks
(see also section 4.2).

4. ILEMU AND STRUCTURAL POLICIES FOR GROWTH AND EMPLOYMENT

4.1. Concepts, subsidiarity and Community cohercnce

The Maastricht convergence process has championed greater clarity and a remarkable consensus on.
the role of macroeconomic policics in bringing about higher growth and employment. A similar
degree of understanding, has not yet emerged with respect o Structural policies. However, at the EU
level, considcrable progress towards a more rational debate is taking place, fostered by the
procedures established by the Internal ' Market programme, the Broad Economic Policy Guidelines
and the Employment Titlc of the Amsterdam Treaty.

There can be no doubt that structural policies have a key role to play in stimulating economic’

- growth, restoring competitivencss and raising employment levels. In economic terms, their key rolc
is to help ensure a tension-free macroeconomic growth process, to reinforce the EU’s
campetitivencss (and therefore increasing the potential growth of productivity), to increase the
employment-content of growih and to make growth more respectful of the environment. However,
to reach their full effectiveness, they must be coherent with the pursuit of sound macroeconomic
policies. In this respect, it is essential that the budgetary costs of structural reform are kept under
control and do not jeopardise ‘the achievement of sound budgetary positions. Their economic
benefits also emerge only gradually over time and they are ¢learly more effi l:lent in a context of’
higher economic growth.

j L |
""" The unalysis of present labour cast differences between regions in Burope sugpests thatthesc differences largely

reflect the existing discrepancics in labour preductivity.
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Most structural policies are the responsibilily of national governments and of the social partners. It
is obvious that in these ficlds the principle of subsidiarity must be respected. It is, however,
equally slear that in implementing slructural policies, Member States must take into aceount .a
certain number of principles and the necessity of coherence at the level of the Union. These
principles include infer alia (i) respect of the Treaty principle of an open market economy, with
free competition; (ii} the need not to impede the proper functioning of the internal market; (iii)
consistency with the macroeconomic strategy; (iv) respect of certain social values and the equality
of opportunity and, finally, (v) respect for the environment. In full rospect of the principle of
subsidiarity, 2 combination of Community surveillance, joint actions and exchange of national

practices offers the potential of strengthening the competitiveness, growth and job perﬁ':.nnancc of
the Member States and the Union.

Finally, the Resolution on “Growth and employment” adopted by the Amsterdam European
Council asked that the Broad Economic Policy Guidelines put more emphasis on growth and
employment through the co-ordination of macroeconomic and structural policies, The Resalution
also contams a request for the Community itself to complete nationzl measures by all relevant
Community pelicies having an impact on growth and employment, like e.g. the TEN’s and R&D
policies and by an increased responsibility of the European Investment Bank in financing the
development of high~tech projects in SMEs, in studying interventions in education, urban renewal
and environmental protection and in increasing its interventions in the fiold of the high-priority
TEN projects adopted in Essen. The Commission has also proposed the creation of a Research
Fund in the field of Coal and Steel following the expiration of the CECA Treaty.

4.2. Enhanced need for structural adjustment in EMU

In the EU, the implementation of structural reform has so far been uneven, with considerable
progress in some fields, particularly product markets, and rather less in other areas, especially
labour markets. Justified efforts aimed at further correcting structural deficiencies, which are
deeply rooted in the European economics, are made all the more pressing by the imminence of
EMU. The introduction of a single currency reduces the instruments available to the national
authorities to tackle disturbances that affecy their cconomy- differently. 1t will no longer be possﬂ:le
to absorb or dampen them through nominal exchange rate adjustments.

Some observers have cxprcsscd duubt whether EMU Member States will be sufficiently well
cquipped to cope with economic shocks, especially asymmetrie shocks that have differential effects
across countries. The first point to recall is that the exchdnige rate instrument is only suitable to

deal with shacks that are country-specificy real and temporary. Alrcady today, such shocks are-

exceptional. Furthermore, in EMU, there are grounds for believing that the incidence of
asymmelfric shocks will be limited for various reasans. In the past, the asymmetric character of

shocks was considerably amplified by diverging monetary, exchange rate and budgetary policies.

In EMU, with a common monetary policy and exchange rate and with ¢onsensus and limits on.

budgetary policies, such devetopments will become much more rare and much smallcer, leading to
better prospects for more cyclical convergence. Finally, while most Member States already have
highly diversified industrial structures -- more diversified than in the United States — increased
product market integration may possibly, in line with the historical experience of the Union,

stimulate intra-industry trade between Member States and further enhance the diversification -of
_industrial structures.

When asymmetric shocks do occur, the correet policy response would depend on the nature of the
shock. In the case of a temporary domestic demand disturbance, thc automatic stabilisers and
possibly other budgetary measures to cushion the negative demand impact will be desirable and
sufficient. As already noted, when it will reach its cruising speed, the Stability and Growth Pact
allows sufficient room for this to occur. The automatic budgetary stabilisers in fact will provide
more stabilisation in EMU Member States than is the case for instance in individual US states even
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though the latier benefit from net budgetary transfers from the Federal government. But in addition
to budgetary stabilisers, some shocks, notably those that affect the competitiveness or the external

balance of the economy, may require adjustment of relative prices which in EMU can onty come

ahout through changes in the rate of wage growth, profit margins or productivity growth. This
underscores the need for EUJ Member States to furthier reform product; services and labour markets
to enhance fiekibility and efficiency,

Failure to make resolute headway in bringing about a pgreater flexibility of the Member States’
economies will have serious consequences; economic growth will not be sufficiently bolstered,
employment levels will not be significantly raised and progress towards greater economic and
social cohesion among the Member States will be jeopardised. On the other hand, EMU itsclf is
likely to act as a catalyst for structurai reform. The single currency will unleash competitive forces
that will strengthen tho incentives for structural reforms, thereby improving the chances for
reducing unemployment. Policy makers have recognised the importance of flexible markets to help
in adjusting to shocks and to make their economies more efficient.  With the adoption of an Action
Plan for the Single Market and the 1998 Employment Guidelincs, the Council took decisive actions
last year. It ts essential to carty these plans through and to complement them, cspecially at the
national level, with measures in other fields,

4.3. Scctoral changes in the growth process and structural policies

Technical progress and globalisation lead to permanent structutal changes in the growth process.
They put constant pressure on the cconomy to maintein and improve competitiveness and
productivity and unleash a dynamic process of job creation and job destruction. In sectors with
high increases in productivity, fierce international and intra-EU competition leads to falling relative
prices which in turn allow productivity gains, for a large part, to be passed on to the rest of the
economy through the price mechanism. This market-induced transfer of purchasing power allows
for rising relative prices in sectors with Jow productivity gains and less competitive pressure,
thereby permitting the creation of profitable jobs in these sectors.

This is an age-old process, for which there.is clear statistical evidence, and which requires that the
price mechanism operates effectively. To a large extent the opening-up of markets and the
liberalisation and deregulation of previously closed sectors have met this condition. Nevertheless,
in order for this process to create sufficient jobs there are two further prerequisites: (i) sectoral
change must be accepted, including more labour mobility, and be assisted by strengthened efforts to
lmproVe human capita) formation, in particuiar with respcc‘t‘to low-skilled labour, and has to occur
in a socially acceptable manner; (ii) the growth rate in the cconomy at large must be sufficiently
high for the balance beiween sectoral'job creation and sectoral job losses to be positive and large
enough to bring about a [afl in unemployment,

These two conditions are intervelated. The stronger the overall economic growth, the easier the
process of sectaral change will be, and the more readily its social effects can be cushioned. Only if
efforts to increase competitiveness and productivity are accompanied by correspondingly high
growth and rising employment levels can the potential prosperity gains from technical progress,
globalisation and the internal market be fully exploited. On the structural side, it will be necessaty
to ensure that product and scrvices markets function efficiently and that the labour force is
employable and adaptabie, thereby underscoring the need for a determined implementation of the

_ specific recommendations contained in the 1998 Employment Guidelines.
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4.4. Better functioning product and service markets

The functioning of product and services markets covers many aspects.

The process of sectoral cliange and the interplay of relative prices described in section 4.3 require
that the price mechenism works fully in the EU. Price flexibility will be of even greatet importance
after the introduction of a single currency. Competition policy will thus remain of critical
importance under EMU in order to ensure that neither private, nor public behaviour undermines
effective competition in more globalised and integrated markets,

All too often, the product and services tarkets in the EU are still submitted to outdated or
carporatist regulations that hamper their full development. The suppression or modemisation of
these regulations when made in a socially acceptable way is likely to favour entreprencurship and
to allow a faster growth without tensions in the relevant sectors. These deregulstion efforts are all
the more needed to promote the start up of firms and to encourage the development of self-

employment. In that way, environmentally sustainable. production and consumption patterns and
further development of eco-industries could alse be promoted.

Improved functioning of markets for goods and services will also require timely and full
completion of the internal market programme, in conformity with the Commission’s Action Plan.
The Single Market represents the comerstone of Economic Union. By favouring an efficient
allocation of resources and reinforcing competition, it will contribute to the good functioning of
markets, which is essential to the sustainability of Monetary Union.

In the BEU, significant barriers to market access still exist in sectors accounting for spproximately
half of the GDP of the EU. In the ficld of goods, the main barriers are to be found in the fields of
public procurement and construction {which alone accounts for 10% of GDP). For services such
restrictions are frequent in services sold to other enterprises (producer services) as well as in those
sold to the final consumer (consumer services). They include on the one hand key services for
industry such as energy, telecommunications and transport, financial services and business,

particularly professional, services and op the other hand such services as commerce and
distribution, household and welfare services.

 Amongst the services with the tightest restrictions are to be found mast of the sectors with the

highest job creation potential. In their search for the most efficient forms to organise production,
companies have externalised services that have formerly. béen provided within the company itself.
This process has been driving the growthf of producer services, as has the growing intangible

“content of products.

Severa] infrastracturc services have in the past been delivered predominantly by monopoly
suppliers. Here, liberalisation of markets may initially lead to significant job losses amongst
established suppliers as they quickly exploit the latent potential for productivity gains attainable in
these industries. However, the consequences of liberalisation are the growth of new market

entrants, the * development of new products using infrastructure scrvices and the increased

investment in infrastructure capital goods. This means that job creation has proved positive overall

in those countries where liberalisation has been achieved. The leading example is
telecommunications. A competitive market in this field is also a necessary réquirement for the

development of the infarmation society and the introduction and expansion of electromc
cormrmerce.

The job creation potential of services supplied to consumers is particularly significant, because
most ‘of themn occur in a geographically limited area and are little traded. Therefore, they are not
exposed to pressure from third countries with fow wages, despite being labour-intensive. In
addition, the changing structure of demand in developed countries means that these services have
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onc of the highest outpul growth rates. A comparison with other developed countries demonstrates
that particularly the job creating component of service growth has been significantly less than in
North America and Japan.

in the framcwork of the Commission’s Action Plan, and in line with the Resolution on economic
policy co-ordination attached to the Luxembourg European Council conclusions, afl factors
affecting the efficiency of Member States® economies as well as the structural impediments which
diminish their growth and job-creation potential will have to be scrutinised. This requires that
special aftention be paid to policies in the areas of praduct- and services-market competition,
taxation, state aids and the labour market, while fully respecting the principle of subsidiarity. Soch
an exercisc of multilateral surveillance of structural factors would be a natural complement to the
on-going macroeconomic multilateral surveitlance. It would aim to ensure, not only the
sustainability of EMU, but also its success in terms of deeper integration and z more- solid and
flexible econotnic union.

- At the Community level, stmplification and modemisation is going on. In its work programme for
1998, the Commission will notably draw conclusions from the second phase of the pilot scheme for
the simgplification of legislation for the internal market (SLIM) and the work of the Business
Enviromment Simplification Task Force (BEST) with a- view to simplifying administrative
formalities and easing regulatory constraints, especially for SMEs. In 1998, the Commission’ will
launch phase III (dealing with tegislation related to social securty nghts and insurance markets)
and phase [V of SLIM.

The Intemal Market and overall globalisation exert a strong pressure to improve competitiveness,
but the latter is alsé linked to national or Community policies in the field of R&D and, notably, the
information society. The logistic environment of firms is also critical for a smooth development of
trade relations and warrants a strengthening of efforts in TEN and national infrastructure projects
both in keeping an adequate share of public investment in overall public expenditure and by
searching for joint ventures with the private sector where appropriate.

Finally, the opening-up of the markets oftthird countries for both goods and services from the
European Union ean have an important impact on job creation. Barriers to market entry in third.
countries for services are a frequent case, while at the same time advances in communications
technology make many more services directly tradable across borders. Restrictions on inward
investment and inadequate protection of intellectual property rights also weaken European
industry’s capacity to penctrate foreign markets and reduce the returns on past intangiblc
.investments. Significant progress to opcﬁ third-country markets has been made through the
Uruguay Round and WTO. Effective implementation of this agreement along with enlargement of
the Union to the Central and Eastern European Countries constitute significant levers for action of
the European Union.

4.5. Policies for cfficient lqbour markets

The European Union has developed a strategy in the field of employment based on two pillars. At
the economic policy level, including macroeconomic and structural elements, the Broad Ecanomic
Policy Guidelines define an overall policy mix favourable to growth and employment in the
stability framework of EMU and this aspect should be strengthened in the future, in agreement with
the Resolution on “Growth and employment” adopted by the Amsterdam European Council. At the
same time, in anticipation of the Employment Title of the Amsterdam Treaty, the Council adopted .
in December 1997 Employment Guidelines for labour market policies. These Employment
Guidelines are co-ordinated with the Broad Economic Policy Guidelines in_order to make them -
consistent and mutually supportive. They will also be transposed into,Nationa?Actinq Plans, which
will be discussed for the first time at the Cardiff Evropean Council in June 1998.
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These Employment Guidefines propose basically four lines of action:
4+ Improve the “employability” of manpower,;

e Jromote entreprensurship; :

¢ Encourage the adaptability of firms and workers;

¢ Strengthen the policies for equal opportunity.

From an economic viewpoint, the ﬁrst line of action (emp[uyab:llly) covers all policies (training
and improvement in hunian capital, active measurcs in favour of the young or long-term
unemployed) which aim at avoiding tensions on the labour market partlcularly when unemployment
starts to fall significantly during the growth process and at making better use of the prowth
potential offered by the labour reserve. The conditions for the sound working of these measures
have already been dealt with in section 2.3 above,

The second line of action (cntrepraneu'rship) is closely linked to reforms on the product and service

- market (section 4.4 above) and is directly concerned with the most. important bonlencc:[\ on the

lsbour market at present, i.e. the insufficient creation of new joh posts.

Finally, allied to equity objectives, the last two areas of action (adaptability and equal
opportunities) aim at increasing the employment rate and at making growth mote employment
creating. The third linc of action (adaptability) seeks to encourage a more dynamic approach to
improving the employment situation by making enterprises more productive and compctitive. This
includes, notably, actions by governments and the social partners aimed at modernising . work
organisation (including working time, new forms of contracts, etc.) while achieving the right
balance between flexibility and security. The fourth line of action (equal opportunities) aims at
increasing the employment rate by tackling gender gaps, reconciling wark and family life,
facilitating reintegration into the labour market and promoting the integration of people wuth
disabilities Into working life.

As regards the increase in thc labour content of growth, structural reforms have the effect that
apparent labour productivity grows more slowly, so that more jobs could be generated for a given

rate of GDP growth. Obviously, the purpdése is neither to hamper productmly at thé sectoral or -

company level, nor to reduce the organisational and technical progress, since it would be damaging
for competitiveness and general welfare, In this reasoning, the slowdown in the apparent labour
productivity at the macroeconomic level may result from:

(i) +less substitution of {abour by capital;

(ii) a greater sharing of working time (reorgamsatlon and’ reduct:on of workmg time, mcluclmg
part-time jobs).

(i) Slowdown of labour by capital substitution via a widening of the wage scale

As already presented in section 2.4, from a macroeconomic viewpoint, a process of modcrate -

overall wage increases, within a given wage structure, and which does not distribute the increase in
preductivity corning from ca.p:tnl -labour substitution into real wages, as happened in 1982-89 and
1992-96, would act in the right'direction but will take some time to briag significant effects, unless
the moderation is very intense. On the other hand, these substitution effects would be oompleted
with strong, lmmedtate profitability effects thanks to the reduction i in real unit labour costs. The
latter, in tumn, have ‘a powerful potential impact on employment in making possible a stronger

classical, mvestmnt—wpported growth exceeding the productivity trend when demand prospects
are good.

An alternative approach would be lo assumc that thc wage scale could be strongly opened,
especially downwards. At present, it is deemed that the EU economies 3y not using all the
employment opportunitics, especially in low-skilled, low-productivity activitias that are presently’
priced out of the market by too high wage costs. Should the condltlons be created permitting the
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full use of these opportunities, re-introducing in the production process activities with below-

average productivity would, all other things being equal, entail a reduction in the apparent
productivity of labour.

There are basically two ways to "price In" activities with excessive- wage costs relative {o the
productivity level in the activity concerned.

¢ Widen the wape distribution downwards -- In order to reach its target, 2 downward widcning of
the wage scale would imply a fall in the wage cost of low-skilled activities by about 20 to 30
percent, as happened, for instance, it the United States during the 1970s and 1980s.
Furthermore, in order to be efficient, the downward extension of the wage distribution would
require in Europe a cotresponding lowering of unemployment compensations and social
protection schemes in order to eliminate the so-called "poverty trap". '

This would, ceteris paribus, widen the income distribution towards larger inequality and, at the
limit, would create "working poor" groups, unable to survive decently from their wages. Such
an evolution would Introduce in Europe a form of exclusion just as damaging for social
cohesion as unemployment and it is worth noting that in the United. States, these consequences
are now deemed to be sufficiently scrjous for warranting a switch towards a less extreme
system and welfare support in the form of the so-called ‘"Eamed-Income Tax Credit’”. In
Europe, this would mean that part of the saving in unemployment compensation would have to
be switched to other forms of social transfers and would therefore not alleviate the public
budget constraints.

This form of wage-cost reduction would thus be difficult to apply in the EU although pragmatic
collective agreements between the social partners, including entry level wages for the long-
term unemployed, may make some contribution to it.

¢ Reduce non-wage Jabour costs -- In most countries, social security contributions form by far
the largest part of taxes on labour. Often they have a complex structure which, besides their
undesirable aspect of a tax on the use of labour, also makes them weigh relatively more heavily
on low wages. Furthermore, these systems were created as an expression of sociat solidarity at
a time when the number of contributors was high (low unemployment and a high employment
rate), budgets were balanced and the degree of solidarity could increase. At present, the
employment rate and thus the number of contributors has fallen (c¢f. section 2.2), social
‘expenditures are growing and significant reductions in-the degree of generosity are politically
difficult to implement. This resulted in,a vicious circle of ever-increasing social contributions
and tax wedges on a decreasing proportion of working persons in the total number of potential
beneficiarics. For instance, the share of social security contributions in GDP, which was about
10.5 per cent in 1970 is presently at about 16 per cent for thé BU as a whole and represents
only a part of the total tax wedge in overall wage costs. :

Initially, between 1970 and 1981, the increase in the tax wedge went together with an increase
in total labour costs per udit of output, i.c. the share of the overall wage bill in GDP. Indeed,
during those years, the wage share in GDP increased by 4.6 percentage points. However,
between 1981 and 1997, the strong wage moderation has more than compensated for this
increase. Between 1981 and 1997 the wage share in GDP decreased by 6 percentage points,

bringing wage costs per unit of output below their leve] of 1970. Thus, the increase in the tax

wedge has been totally passed on to wage income. This evolution is expected ta continue in the
near future, thereby contributing to a further improvement in profitability (see section 3.4
above). '

- But, in spité of this favourable development of overall fabour costs pf?r- unit of output, it is
indisputable that, at the individual level, the tax wedge remains very high and is especially
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harmful at the low end of the wage scale where it causes pricing-out of the market for low-
skilled, low-pay jobs end an increase in “black market” activities.

Given the dimeasion of the tax wedge, there is room for a cut in wage costs for the employers
without reducing the net wage incomne of wage earners. However, a general, across the board,
reduction would have no more effect on unit labour costs than a few years of further wage
moderation but wouid either imply a strong reduction of social benefits or have 2 high budget
cost which wonid go weil beyond the automatic stabiliser effects of a lower number of
unemployed. This reduction would thus need to be compensated for by other fiscal roforms
(including, where appropriate, higher environmental taxes) which should of course have as
little negative side effects (in terms of inflation, for instance)} as possible, a constraint that is not

easy to satisfy. On the other hand, cuts in the tax wedge would be most efficient when targeted

at specific Jabour foree groups at the low end of the wage scale (young workers, long-term low
skilled unemployed) where their impact might be more substantial, especially when combined
with active labour market measures in education, apprenticeship schemes, vocational training
and re-training, etc, which could be partly financed by using social transfers such as
unemployment benefits in & more active way and new forms of partnerships with the private
sector. In that way, the budgetary consequences may remain within manageable limits. In this
context and fo maximise the employrment impact, care needs aiso to be taken to reduce as much
as possible substitution and dead-weight cffects resulting from targeted cuts in the tax wedge.

These reductions of the tax wedge should be inserted in the general reforms of the social
security systems and the tax slructure that are nesded for many other reasons (ageing, explosion
of health expenditure, elimination of “poverty traps”, introduction of environmental taxes, etc.).

Thus, a sustained attention to the relationship between wages and productivity, integrated into the
normal process of collective wage negotiations, combined with fiscal reforin where applicable,
would help to make growth more employment creating by fostering market conditions conducive to

the return, and the development, of activities currently priced out of the market and by reducing the
“black” economy"’. |
‘ v

(ii) Reduction in working time

The secular reduction in the number of hours worked in industrial countries has undoubtedly been a
factor of social progress-and welfare in this century. But it must be noted that most progress in this
field was made during periods of fast growth and high employment and were part of a "work versus
Jeisure™ choice. The trend is, in fact, nothing more than a distribution of productivity growth, with
lower working times and less growth in real income. A return to this secular*trend when growth
recovers may therefore be expected and would be quite normal and welcome as an improvement in
working conditions and quality of life.

In periods of recession and high unemployment, however, it is often put forward that a massi'w_.rc,
across the board, compulsory reduction in working time would be the fastest and most efficient

solution for a significant reduction of unemployment. This approach, in fact considers the amount ’

of work available to be somehow fixed and that the only way to reduce unemployment: is thus to
redistribute it over the whole labour force, with less hours worked per individual.

Such a solution nevertheless raises a number of questions:

L) .
. ‘n
2 A slowdown of capital for labour substitution could for instance resull from well-designed messures supporting pent-

up demand for now activitics, notably in services o persons and communities, without a fall in the productivity tevel
of cxisting production. - .
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A compulsory reduction in working time may have adverse consequences in firms where [abour
and capital are used in a fixed proportion at a given point in time. If the firm is
orgaaisationally unable to maintain the total number of hours worked (through additional hiring
and/or decoupling betwecn labour hours and capital hours), its productive capacity is likely to
be reduced, even if productivity per hour increases” sommewhat. " This entails a reduction in
potential output growth (i.c. in the potential creation of wealth and income) which could be
negative in the long run for employment.

If one wants to avoid 2 deterioration of profitability whlch would negatively affect investment
and thus compress even more the productive potential, the growth of real wages per capita

" would have to be adjusted downwards in order to avoid a deterioration in real unit labour costs.

Such a reduction may be difficult to obtain and cause severe and-conflicting problems in terms
of income distribution.

However, this should not exclade specific measures of working time rcduction at the
microeconomic level where it is warranted by local conditions, negotiated by the socisl partners
and is either reversible or can be seen as integrated nto the secular trend of reduction in working
tirme.

In this context, somne initiatives suggest that measures combining a reduction of warking time with
job creation and fis::al advantages could entai} positive results.

Another approach for increasing the labour content of growth would be to encourage, if need be by
revision of existing legislation, the maximum use of volumtary part-timc and new forms of
employment. The possibilities in that field are obviously very different in Member countries given
the very large differences in the proportion of part-time workers that one may observe at present.

13

This is the major reason why & reduction of workmg hours would have to be significant in order to have u positive
employinent cffect,

o025



26702 "8& JEU 14:168 FAX 32 2 28938203 CECANBOIODZ]--10 ++= ROME

EUROPEAN COMMISSION

DIRECTORATE GENERAL (I
ECONOMIC AND FINANCIAL AFFAIRS

GROWTH AND EMPLOYMENT IN THE
STABILITY-ORIENTED FRAMEWORK OF EMU

Economic policy reflections in view af the forthcoming 1998 Broad Guidelines

STATISTICAL ANNEX

ooy



26702

'98% JEU 14:17 FAX 32 2 2889203

CECANG010321--10
l

TABLES

—

W S N

=

The European economy -- Key indicators.,.........,
Main Economic Indicators, 1995-1999

+=+-+ ROME

Econormnic policy mix in the EU; favou;able to growth and emp.loyment..... .

T.abour market situation; EUR.., ..
Labour market sﬂuatlcm individual Membcr States,.,

Growth, employment and preduchvity trends: EUR, USA and .Tapan

...........................................................................

General government et lending/borrowing: convergence programme projections ..o e

Receipts and expenditures of general govemment: BUR

Seetoral change inthe EU..........ooviiii
Wage &ispersion mthe BU. .o s

GRAPHS

Survey indicators: EUR.............

Interest rates and effective exchange rates; BUR..........oooooviiiiiiiiile

Convergence in the EU: .. .o iiiiiinn e e s e s s e mmees

a) Inflation trendS.. .o viirirrania s e e eeannas
b) Genera) poverniment deficits.............ocoe i
Asia.. T e
E.mploymcm rates: EUR, USA and .lapan....
Emplaym:nt—crcaung growth: BURL........
Growth and crnployrﬁcm: EUR.....
Investment and unemployment; EUR.................. :
Profitability and invesiment: EUR......... o iciennae s

Implicit tax rates: CUR.,...........c

Wages and non-wape labour costs: EUR................cvee.ns Carieriiaes

- wiise
crmramans —taan -

- swnase .
wirmmauaberans [P

. arenprmnen
ArrRsacentenemTaenis -

RN LA T P PR Y

PLYT
LITEY
..

- Py
P LTI T S

e I S TR A
arsmsmramypmERT EL I,

reasrmr e e mmwiaamh

CGrowth and investment EUR ., ..o i i it ierrr ettt rer e er et s v n e n aean e e an
Wage developments: EUR. ... i

Woor =] oW BN e

— -
-

12
13
14
Iq
15
16
17
17
i8
i8

19

19
20
21

Hoos



26,02

88 JEU

14:17 FAX 32

2 2988203

CECANE01032}1--10

4+ ROME

Table 1

{Index: 1091=100)

The European economy oo

43

61.73 74.B5 B6-90 91.86 I 1908 1BD1 1992 1983 1994 1905 1086 | 1997
Economic growsh {real %.changhp.al.. ' -
37 (85 28 27 18 -03 17 1B 21| 21
2.0 14 24 38 185 12 o3 o5 10| oA
57 01, 38 04 09 66 25 36 13| 28
7z og) 54 02 37 -5 43 185 30| 45
48 -01f 34 03 11 HB? 12 1.3 00| {2
50 53| 66 50 37 17 o0 Ve 47} Tm
T4 39| 81 41 38 A6 7Y 67 38| 6.7
3.3 5] 28 158 o8 .05 28 24 18] 26
' Dem:ud Cnmparibnts .Contributian th- éhangesin GDP o) -
26 f1] 24 16 14 00 11 12 15 14
1.2 0O| 08 w1 02 14 05 07 @3] 0.6
B pa| 04 04 01 -05 op 02 .03 0.2
a.8 11 2.8 1.2 1.0 1B 25 2.1 1.4 2.1
0.1 b8 03 o035 04 14 08 09 08| 14
3.8 19] a1 18 15 04 34 30 23| as
06 04 62 08 .06 D00 0S5 05 .08 .08
.5 o4] ¢1 02 .09 14 04 O 4 03l 0%
Tt -Savingsend lﬁva=tment lrvsde: or GDF‘ Co
208 209 208 201 208 210 21.3 21 207 188
10.0 1 98 166 81 93 87 &8 85 81
SteB 18] 110 101 116 M7 126 - 128 1227 1.8
02 1.7 02 -04 17 27 23 18 43 02
2.0 192 1.0 187 188 183 180 189 184| 198
208 194 217 244 201 184 190 19.4 87| 187
g1 03 .0 -8 -t7 L1 00 DE 08 13
- Determinants nllnveatment- e
831 B0.B| 84.8 825 605 7.7 79.8 B30 12| 62.0
1.1 «13) 22 12 02 27 20 -7 -2% 7
88.1 94.8| 905 QDO 905 692 na & 99.5 102.8] 1070
Ce Gro\onhpntantlal .
33 34 33 33 34 . 34 3 4 34 4] 34
12 26 i.2 .5 £0 3,B 2 1.4 .9 1.5
25 2.2 2.8 26 25 1.8 1.2 2.0 2.0 20
33 15 2.2 1.5 6o 0.5 2.9 2.4 1.8 28
1.9 2.0 1 2 1.3 24 1.4 3.2 1.9 1.5 2.1
A Emplcymantahuunemployment L K
1.3 0.4 1.7 g1 -4 -9 .04 048 02
&7.3  57.8] 678 MRS BR1 €76 678 876 &7 -
61.3 608 626 827 618 604 604 603 €03 .
S5T.0 580] 580 S0 570 556 551 552 55m| -
Bg% 102 7.7 8.2 B3 107 11,2 108 10.8| 107
o . Pricos'and whges: - . . T
B2 41 76 ¥1 7D axy 3a 12 34
1.9 1] 26 1.4 22 0.1 .1 02 08 1.1
42 =27 63 57 45 2r 01 13 18 1t
08 08| 08 02 00 0% 24 A6 D3] 4B
4.9 36 54 55 415 A8 26 PR 2.4 1.8
43 38 48 58 47 4.0 3.3 0 8 2.4
1.7 0.2z 0:6 04 i2 01 07 .04 03| 02
- - Generi! govemment budget, 4 of GDP T
482 s508| 482 4pd 508 524 513 510 So4| 487
449 ASEB[ 447 452 456 a4B3 458 458 d46.1| 460
33 500 35 42 51 61 S4 S1 42 27
39 48 5.2 53 55 s541 48 A7 36 2.1
5489 857] 553 580 604 660 479 TOB TAO] 722
L Monewsry condldons
98 aGl 111 103 g8 1.8 8.2 8.2 TA 6.2
o.e 82| 1.7 10 1.2 8B 88, 87 51 48
o0 04] 08 .07 4 0B 15 18 20| 16
4.7 £0 54 4.8 8.1 4.0 54 55 48] - 42
1.84  1.57| 1B1 166 156 165 187 143 150 175
§8 18] 128 a1 25 125 .22 389 23] 48
535 558|103.0 100.0 104.7 ©2,7 896 ©28 04.0| 692

(% change p.g. if not othervisa indicated)

_ Privale copsumpiion 22
Government consumptlon LE 2.5
Gross fixad capital fefmation 57 -01

of which aquipmaht -2

of whith construction - -AD
Exporis of goods and sarvicas'™ 80 43
Impans of goodd and services!™ 87 28
GDP 4.8 2.0
Consumption 6 1.7
Investment 1.3 0.0
Stockbullding co -0
Domasm: domand 49 1.6
Exporis® - 04
Final demand™ - 23

- importst™ rmthus) - 03
Netexports - 44
Privale seais! 22 Mia

of which haus aholds'™ 0.3 125

of which entgrprises’® 0.8 86
General government 49 0.6
National savings 253 218
Gross capital formatlon 247 219
Current account 04 .04
Capaclty viilisation ratic - .
GDP gap . .18
Profitabliity Indax {1961-73=100) so0.¢ 729
Capital/Oulput ratio (GIGOP) 1. 0 2.3
Capltel intensity 45 2.9
Growth of capltal slock (realy 4.8 2.9
GOP growth (resl) 48 2.0
Produclmw growth (GDPIpera empl } 4 4 ‘2.0
Emp!nymgnl 063 0.0
Activity Rale a5 % of pop.15-64 - -

" 87.8 €85,2

Employment rate {benshmark)™, % (1960) (1874)
Employmant rata, ful-ime aequivalenty - -
Unamplnymen‘t lale % of active pop o231 €4
Narmn.al waqes a8 124
Real wages " 50 1.6
Nominal unit tabour costs 53 102
Real unit labour cosls ‘00 03
GDF defiator 52 108
Private consumpilon deflator 47 107
Tamns of rade o4 1.3
Expenditure . 46.3
Curren! revenues - 427
Nat borrowing - 38
Net berrowing cyctically adjusted - 3.4
Crebt - -
Long-term interest rate (1) - -
Shott-term irerest rale (2) - -
Yield curve (1-2) - -
Long-term interest rate adlwied for - -
inflation®
DEM/USD 376 238
Mominal effective exchange rale 03 4.1
Renl offective exchange rate B33 955

o EU including the new German Lander from 1881; for percentage changes from 1992,

! Inclusing intra-EU trade.
™ Exira-EL) rade,
=) 2R 12 unti) 1993,

) {980 higura from the nallanat 2ccounts (AMeco).

) Byrestal detiniton,

M privale consumption defator,
%l GDP defator.

Soume; Commission services.
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e nal,

Ty |

PN AP )

32

1997
098

26
1.2
47
8.3
3.3
74
7.0
3.0

17
0.9
[+ 1%}
27
11
39
-0.8

Q.2

18,8
1.8
1.9
o4
20,2
18.0

4

-1
111 0

1.3
22
20
FAS

103

32
1.0
1o
0.9
20

a2

£.1

479
45,6

713

i.q

Forecasls Aulumn

4808

26
1.5
5.5
T.0
4.2
7.2
7.2
31

e
1.1
0.0
28

35
1.2
16
0.6
22
2.2

<0.1.

471
45,3
1.8
8
6.7

62
45
17

1.80
0.2
B7.1

1

idiong.
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Main Economic Indicators, 1985-1999 (Autumn 1987 forecasts)

o BOP oo DR GDR -
1997 Pct' ula=. . natlonal Egﬁprt![‘ pfhaad plhuad : , G at.constant prices
of - cupeney: ECUBIN- . PPB . ' : (AR % harige) - _
: ' {bin) l"m“i EUR=00 1995 1986 1997 1988 1998
B 10.2 8522 212.6 208 1120 21 5 ‘
DK 53 1078 144.0 a7.2 174 EK 26 27 i: 2‘2 g;
D 82,2 3658 1862 6 227 1095 D 19 “d 25 . an e
EL 106 3zar9 105.6 10,0 88,2 £ 20 o 23 15 s0-
E 393 7738% 468 8 1.6 718 £ 28 5a a3 as 1K
E 58,6 8151 12308 21.0 ‘105.1 F 21 15 23 31 €1
IRL 3.0 49 65.7 18.0 037 1.1 ik 0E
! 56,8 1945520 1600.6 17.8 1024 IRL ) " o 8a T8
04 588 1.7 326 161.7 : it o7 14 z5 28
L - T s . L .. 3B 3.0 54 38 4.0
NL 158 701 372 203 1086 NL 23 a3 41 %8 a3
A B1 T 2602 181.0 224 1028 A 1.5 1.6 1.9 28 a3
P 9.4 17843 90,0 9.8 58.2 P 1.9 33 T35 a7 ar
FIN 5.1 607 103.3 201 ams 5 .
A 3.3 8 4, a6
[ 80 1745 201.5 227 .S ;‘N 25 1 ; 1 > g 13
UK 59.0 788 11a1.2 19.3 96.6 Uk 25 23 33 a1 23
EUR a7 - 7145.8 8.2 100.8 EUR 24 ‘s 26 10 11
usa RBT.6 BOTS 7185.‘9 26,5 . 1Ay USA 24 oa 36 26 -5
Jap 1258 S127TY 3525.4 30.4 1180

JAP 1a 3. 5 1.3 23 2.8

Bnmesﬁ: diomand at cunstant pnces

Durlatorol‘ pthmte :nn:umpuun T

e (annual % changs) .. R SR . {anmpisEl % .chango). <. . : R
1995 1886 1897 1898 1899 '1955 © 1988 1967 1938 1999
B 14 1.1 1.7 F& 24 B 7 23 1.7 18 18
DK a4 2.8 4.4 a3 32 DK z.0 21 24 25 27
D 21 0.8 1.2 T4 51 D 1.0 1.8 21 2.2 22
TEL 3.2 3.4 4.1 4.1 4.3 EL . 93 B.5 5.0 4.5 35
E as 1.4 25 3.9 42 E T | 34 - ER | 22 © 23
F 1.8 0.9 1.0 27 2.9 F 1.6 1.9 13 1.5 20
IRL 8.4 B.4 7.8 67 7.4 RL 20 11 1.4 25 10
i 1.9 0.4 1.8 22 27 ) 5.8 43 22 22 20
L 3.2 1.9 3.8 1.3 2.6 L n.? 1.4 16 17 1.8
ML, p ] 3.5 34 3.0 ig NL 1.5 13 1 24 i6
A 20 1.5 1.4 2.1 27 A C 14 25 1.9 21 22
P 1.5 s 45 ap 4.0 P 42 33 22 27 23
FIN 4.5 3.3 38 33 3.2 FIN 0.3 18 1.3 20 zo
s 23 0.0 1.9 24 2.8 5 - 24 1.2 18 20 2.3
UK 15 2.7 4.0 31 2.4 UK 26 26 2.4 24 23
EUR 21 1.4 21 28 50 EUR 30 28 .1 22 2
UsA 2.3 3.0 4.0 238 2.3 USA 2.2 24 z1 24 30
Jap 2.2 46 ‘0.2 22 2.8 JAP 0.5 6.2 15 1.4 14
.Grass fixod capllal fermation In equipment at consunt priﬂes : Compensation of employees per'hen&‘ -
- : {annual % ehange} (annual- % chiange) - :
1995 1996 1997 1998 1999 ) 1985 1988 19&7 1998 1939
S B 55 33 ag 5.0 53 B 29 14 23 28 286
DK 126 az 7.8 8.3 49 DK a8 X g 44 48
fa) 20 2.4 a3 7.7 B.E D 3.6 25 2.6 25 0
EL 5.1 14.1 11.8 11.5 1.8 EL s 1 0.5 7.5 6.1
E 121 59 8.9 8.8 a4 E 2.2 44 27 3.0 1.1
F 56 0.7 - 0.5 4.2 0.1 F 25 25 2.4 27 32
IRL 40 11.8 10.0 X 2.0 IRL AL 22 55 . 83 5.3
| 124 13 2.0 G0 7.0 | 4.8 55 ¢ 53 3z a3
- L - - 15.0 3,5 5.0 L 22 t.8 13 33 34
NL 10.6 1.8 8.5 3.9 8.5 NL 21 20 .3z 16 38
A 31 29 5.0 75 7.5 A ad 17 17 23 28
P 1.3 a8z 8,1 7.5 10 P 4.5 57 &7 41 43
FIN 25.5 11.6 2.9 1.8 8.0 FIN 4.0 LY 24 6 30
g 29.2 8.5 5.8 58 5.1 [ 29 73 45 38 ag
UK 5.1 22 6.6 8.0 4.1 UK 24 38 42 43 42
EUR 7.5 ¥ ] a5 8.3 1.0 EUR 32 14 3z 22 35
LUSA 10.3 10,1 10.4 10,8 8.8 USA 35 34 3.2 as 52
JAP 10.2 72 : a6 8.1 71 JAP 1.6 (X 1,2 2 28

Molo: As Utual, tha forecasts are condiioned upon, inter alla, the technical asaumphen of "no policy changs This means that specific policy meazures, espedally in
the budgstary fiald, which have nol yel been discloged afe not laken into account. As a rasult, projections for 1998 are essermany an exyapolation of expected
trands in 1697/98,

Source: Commission setvices.
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Main Economic Indicators, 1995-1999 (Auturnn 1987 farecasts)

Nu_li'ibarfu!.unsr'r_uiléiycd:as‘.".’; ot_.-ma'i:'lvll.lan iabour.farca - _ : ;?::L::‘:zl:g:gg _ E
1995 1996 1997 1998 1998 ) 1995 1996 dgg7 1988 1993
B 9.9 8.8 9.y 8.8 8,0 B 0.4 0.0 0.2 14 1.0
DK 7.2 6.4 © B.O 54 S DK 16 1.1 ] 2.2 [+¥:] 0.6
D 6.2 B.g 10.0 9B 9.1 D -0,3 1.2 [ G.3 1.5
EL 8.2 9.6 9.5 8.3 4.2 EL o.f 1.3 16 - 1.7 1.8
E 220 22,4 21.0 19.8 18,7 E 1.7 15" 25 24 2.5
F 117 12.4 12,8 12.3 11.8 F 1.0 0.0 0.3 141 1.4
IRL 12.3 11.8 10.8 K- 7.6 IRL %8 a7 4.5 K] 4.4
| 11.9 12.0 12.1 11.8 11.8 t 0.2 ¥4 A 03 0.5
L e 33 1.8 A8 3.9 L 2.5 24 t8 22 2.2
NL -3 6,3 55 4,8 2.8 NL 14 18 1.9 20 2.0
A 30 T 44 4.4 42 a9 A 02 - 2.7 0.0 a7 1.3
P 73 73 6.8 87 83 P -1.0 0.6 .15 o7 0.8
FinN 163 T 154 13,6 12.8 1.7 FIN 1.7 08 2.4 18 1.8
g B2 10,0 10,4 8.9 8.3 s 15 0.5 -1.1 0z 1.2
UK g 8.2 6.4 58 5.5 UK 1.2 1.2 1.5 LT o5
EUR 108 10.9 0.7 10,3 By EUR n.e 0.z 0.5 0.8 1.3
Jsa 56 5.4 5.0 £7 5.1 UsSa 1.5 14 2.4 1.8 0.8
JAR | 2.4 4.4 33 3% a1 JAF 0.2 0.4 1.2 1.0 1.z
', Balahod of TumentiimSactians y '+ “Gefyetal dovernmant it lendlngt+ér Bompiwirigd

Ll C@ERREPGEPRLTT Y o G s e s TR TR e w e GDPY - T L e
1998 19097 1898 1909 1895 1895 1897 1998 1899
43 5.0 5.4 57 B 3.9 32 2,8 23 22
0.8 0.2 0.3 0.4 PK 2.4 -0.8 13 18 24
1.2 W08 0,2 0.2 p" -3.3 -2.4 A0 26 1.7
2.8 2.9 1.0 3,1 EL -B.8 1.6 2.2 30 27
03 - 1.0 0.5 0.1 gR 7.2 A7 . 2a 2.4 2.2
18 24 2.5 2.8 F 5.0 4.1 3,1 3.0 26
33 3.3 28 14 IRL -2.1 204 0.6 1.2 FA
a5 a7 4.0 4 IR | 8.0 £.8 an 3.7 368
L 172 18,0 3.6 6.2 17.0 L 20. 28 ta 10 0.5
NL 55 5.7 54 54 5.5 N 40 7 a3 2.1 13 15
A 21 -1.8 1.8 -1.4 1.3 A -5.0 28 2.8 2.8 24
P -20 . 2.5 2.4 2.3 2.4 P 58 - 3.2 2.7 24 22
FIN R 28 Cooar . 4B 58 FiN 5.0 K .4 0z L1}
8 1.1 1.2 18 2.2 2.8 [ 7.4 a7 EK:) 0.2 0.2
Uk E- 0,1 0.0 . D5 -0.7 UK 5.5 4.8 -20 48 0.3

EUR 0.6 0.0 1.3 1.4 14 EUR 54 4.2 27 22 -1.8
Usa 1.8 17 18 20 18 © JSsa 23 1,4 0.2 0.2 0a
JAP 22 14 23 2.5 23 JAP 37 44 3.4 30 2.8

A'_..é);;;'iici__i_ig;udjusi\éd_;I'enélhg’;(ﬁo'r;I?oﬁt"iﬁlnq t-}:0f general - R QQnQﬁi;gawmmaﬁtMiéﬁ L

T .govemment(asia% ol GDPY T - o T : CUD T T D (esm%oFGDPY. ¢ U v
- 1945 1996 1887 1888 - 1889 ) 1895 1896 1997 1988 1998
B -3.3 2.2 -1.8 2.1 -2.4 B 131.2 1260 1247 121.3 117.7
DK 4.8 -0.3 13 1.8 1.8 DK% 73.8 ‘7.6 &7.0 82.2 s7.0
D 3.2 27 23 2.2 1.6 D 568.0 80.4 B1.7 81.4 60,0
EL 8.1 8,8 -3.,6 3.0 31 EL 4 11113 1128 100.2 10654 1042
E £2 385 241 2.0 22 E 65.3 70,9 €8.1 88.5 686
F 44  -33 24 2.8 27 F £2.5 §5.7 57.3 58.2 £8.2
IRL 2.1 1.8 0% 0.1 LX) IRL 82,2 727 £5.8 59.2 23
i 7.9 -6.2 ~.23 a3 3.7 | 124.4 1238 1232 121.8 120.0
L - 2.2 1.7 1.4 o8 L -X: 6.0 87 68 76
NL 33 -1.9 -1.8 21 1.8 NL 791 nz 73.4 71.5 €04
A 5.0 3.4 2.2 -2.1 24 A . 493 88§ €s,1 85.6 84.8
P 48 - 23 2.1 2. 22 P 6.5 65.8 62.5 60.8 s2.5
FIN 3.1 -1.8 1.3 0.6 0.2 FIN sa.1 58.0 59.0 57.3 55.4
5 5,2 2.4 07 0.3 0.2 s 78.2 7.8 7.4 15.3 T2
UK 5.0 45 .22 0.7 0.3 UK £3.8 Se.a §28 51.5 49.2
EUR a4y A8 -2.1 2.0 18 EUR | - 71.0 720 72.4 1.4 80.8

" Nt including unliication related debt and besel agaumplions by he federsl govemment in 1985 (Treuhand, eastern hosing companias and Deutsche Kradibank).
equal to DEM 227.5 b, ' '

 Flgures complying with Eurostat's recommendations of FebIuary 1957 ustabiishing 2 commen and hanmonised interpretation of e rules of ESA 2™ edilion. The
ligureg lor 1095 and 1006 am 6.4 % of GDP. ‘ o
¥ Not including for 1695 a nel amount of 32.84 bn NLG of exceptional expenditure relaled tu the reform of the financing af the sociat housing socielies.

* Bavemnmen depasits with ihe certral bank, govamment holdings of non-government bonds and public enterprise refatad dedt ameuntad to some 16 % of GDP i
188E, :

%g-.rm‘g;h Commission senrll:!lsh‘ -
- 7, - DR R A O AR PG T g i ] s
i SRR R e

N A T LN P 9 M L 0. o A T O AR TP T TR PP 30 e T
% et R s At e ke ﬁﬁ:%taw;.’_g’.g?;ﬁ‘.-"?u.-- ARy P S IAT LT Fb N e
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Economic policy-mix in the EU: favourable to growth and employment

: Chapge In Change in
Reaal eifective short-?erm ln‘ng-‘?erm Change in Nominaj Nominal unit
exchangerata Y interest rates | Interest rates- cyclicaliy- compensafion tabour cost
{Unit labour costs) |  sinca Q1 since Q1 |2djusted budget| per employee
(1993 = 100) 1995 - 1985 balance
{3-morith {10-year !
" interbank) | benchmark)
Parcentage change
Q1 4 1996/87 '
1995 1397 Jan 1998 | Jan 1998 | _pnoo) 1998 | 1997% 1998 | 10579  1ageh
) average _
5 072 987 2.2 33 07 02 23 26| o1 o7
DK 1029 1026 2.5 3.7 1.6 03 3.9 43 2.5 1.9
5} 108.3 92.0 1.5 2.5 X S 2.0 25 -7 DA
EL 1106 1282 1.1 n.a 27 03 | 108 7.5 8.7 56
E 80.7 91.8 -4.3 6.5 21 04 27 30 2.0 18
E 102.8 98.4 -3.0 31 10 04 2.4 27 0.4 07
IRL 95,3 o1.4 08 34 0.8 04 6.5 5.3 1.1 1.1
{ 88.2 101.6 +3.8 -6.6 8 10 5.3 3.2 4.0 1.0
NL 103.2 © 97,6 1.6 2.7 o8 03 3.2 38 2.8 19
A 104.7 95,9 -10 2.5 1.4 01 1.7 23] 0.2 0.2
P 108.6 1082 55 6.3 1.3 oD 43 4.4 26 1.1
FIN 4139 1061 25 4.8 08 07 2:4 26 0.3 o5
s 97.3  108.9 36 5.2 28 10 4.5 38 1.2 1.7
UK 99.2 119.6 ek} -2.6 1.8 1.5 4.2 43 23 2.7
EUR® | 101.6 96.2 21 3.6 1.3 04 32 a2 11 1.1
USA | 1026 1150 0.6 2.0 0.2 04 3.2 3.8 20 1)

Y Relatlve 1o 22 industrialised countfies.

A A minus gign indicates a deteriora

* Deflated by GDP deflator.
“ Eurapaan Commission Aulumn 1997 forecast,
*! Exchange rate relative to 9 industrial non-EC countries.

Soufe: Commission

LTI

services and OECD.

PR

tion, i.e, & rise in the dafitit,

Bemri it eiaa, P tErtieaiier e sa ke sanrs

‘Real unit labour
cost ¥

1997V  1998%

2 -1
-0.2 0.8
-2.5 -2.0
17 oy
a.t 03
08 D6
a3 04
14 A0
0.1 .04
9.5 -4
40 12
0.6 -1E
27 -03
€4 00
07 049
01 (%

b — o £

goo7
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Labour market situation, EUR"

1985 1986 1BB7 1988 ‘1989 1990 1991 1982 1993 1884 1995 1936

a) Non activity rate, as % of
populstion 15-64 year
{a = 100-b)
b Activity rate, as % of
population 15-84 year
(b =cH)
c) Employment rate,

benchmark series, % of
population 15-64 year (c)

336 333 330 3¢y 323 322 MY ME 324 324 324 323

664 667 670 673 677+ 678 683 681 676 5?.5. 676 B7.7

588 601 605 B11 621 626 627 618 €04 601 603 603

o} Full-time equivalent
employment rate #

e) Effect of part-time
employment { e=c¢-d)

5658 560 563 B6% 577 580 380 570 556 551 552 580

4.0 41 4.2 42 4.4 4B 4.7 48 4.8 5.0 5.1 53

f) Unemployment rate, as %
of population 15-64 year
(f=b-c)

g) Unemployment rate,
as % of civilian labour
farce™

6.6 €86 6.5 6.2 58 52 58 63 T2 7.3 73 74

10.0 8.8 9.7 9.9 83 17 8.2 g3 10y 112 103 10%

n Variables ¢, d and g are orlginal inpuL. Other variables ars darivad from thase.
2"I'alkiﬂg inte account par-tima and overtime in refation to nalional legislative number of warking hours par week.
*) Definition Eurostat.
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Tabie 5

1985
1530
1993
1936

18485
1980
1993

1485

1985

1980
1983
1996

1986
1920
1993
1986

1985
1980
1593
1986

1885
1940
1993
1996

1985
1890
1993
1598

40.8
41.4
38.2

37.2

58.2
58.6
51.8

62.8

531
547
56.3
56.8

50.9
51.7
52.7
s2.7

22
30
a6
3.9

6.1
39
55
6.2

10.3
6.7
8.9
8.8

DK

6.7
15.9
16.5
18.9

83.3
84.1
§3.5

81.1

7.4
7756
75.1
75.5

67.6
68.3
66.1
67.3

28
93
9.0
B2

59
‘B.§
84
56

7.4
17
10,1

D El- E
32.0 383 437
308 29.5 406
30,5 39,6 403
31.3 37.0 394
8.0 B1.7 563
§9.2 605 S9.4
9.5 60.4 S8.7
687 £3.0 608

&) Emplayment raite; |
63.1 57.3 441
66,3 5B.6 497
B4.0 552 461
626 559 472
588 558 428
606 554 484
9.1 54,1 444
57.0 §56 451

42 1.5 13

57 12 13

49 10 1.7

56 13 2.

49 44 122

29 138 97

55 K2 138

8.1 81 134

7.2 10 26

48 684 16.2

60 ‘88 228

88 88 221

69

Labour market situation, individual Member States "

a)yNon :acﬁviw" rate; as. % ?cf';ic;p.ﬁ'l'altibn 15:64 year(a =100-b) )

bl:Activity rate; as % of population 15-64:year (b ='cHf): -

F

3.0
0.9
316
2

63.0

69.1

68.a
B8.8

62.0
62.9
B0.4
&0.3

IRL

8.1
k1- 3]

3786

36.2

61,9

61.8
62.5

63

51.4

53.5
52.7

56.3

i

419
409
412

418

581
58,1
58.8

53,4
537
527
514

L

4.0
278
223
18.2

66.0
T2.2
777

64.1

7.0
75.6
79.1

ML

371
337
324
30,5

62.9
66.3
B7.€

584 B18 84.5

51.7

62.2
63.2
65.1

A

0.2
279
26.1

270

68.8
72.1
739

72.0

bénchmark series, % of population 15:

67.3
69.7
70.9
€63.8

P

305
305
29.1
288

69.5
69.4
708
742

63.5
66.2
66.9

65.0

dj :‘Fullétlﬁ\a equ!ﬁhlgﬁt'_ehupl'n'yment-ra'te 2 -

59.1
59.8
56.7
56.1

49.7
513
45,8
53.0

523
52,8
1.8
50.2

54.3

53.0
52,6
51.0

47.6
a0.2
50.8
51.7

63.5

65.8
66.8
65.0

1.9
645
&4.8
618

e) Effect.of p_arf&ﬁmé-emplqsgmentﬁ.iéte.(me=c-d1 -

2.9
3.3
a7
4.2

1.7
2.2
29
33

0.8
0.9
10
1.2

9.8

18.0
231
28.1

10.1
120
124
134

a8
3.9
4.1
4.8

15
.7
2.0
22

64

FIN

209
226
285
2r.

386
3.7
30
3.2

f) Unemployment rate, as % of population 5-64;=year (=h-e)-. -

7.0
6.2
B.0
as

10.5
B.3
a7
75

5.0
5.4
6.1

70

1.8
1.2
2.1
2.7

52
4.3
4.5
4.4

25
24
30
3.2

6.0
3.2
4.0
5.2

g) Unemployment rate, as % of civilian labour force™

10.4

a9
17
12.4

16.9
134
158
11.8

8.5
g.1
10.3
12,0

2.8
1.7
27
33

8.2
B.2

6.6°

6.3

h Vatiables c, d and g are nfiginal input, Other variables afe desived from these.

& Taking Into accourt patl-tima and avertime in relation to national legislative number ot working haurs per week.

3 Definition Eurestat.

Source: Cormmission services,

16
32
aD
44

a7
46
87
73

4.8
25
12.4
1.2

6.0

3.3

168
15.4

s

171.4
157
19.8

21.9

9.5
10.0
8.8
7.0

25
1.5

1.6

7.8

3.0
1.8
9.5
10.0

UK

253
222
236

59.8

8.2
8.2
9.4
10.Q

B.5
.64

79 .

8.2

"5
70

10.4
82

3

EUR

33.6
322
323
323

86.4
67.8
67.7

_B17

40

46

48
5a

6.6
82

.z

T4

10.0

7
10.7
10.9

s pm syt g Py

ot

doog
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EUR
USA

JAP

EUR
USA

JAP

EUR
USA
JAP

EUR
USA

JAP

EUR

USA
JAP

EUR
UsA

JAP

Growth, employment and productivity trends,

1961-73

4.7
3.9

96

03
1.8
1.3

44
1.9

8.1

28
1.6

o

6.3.

1.6
0.3
18

2998203
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Table 7
General government net {ending / berrowing {% of GDP)
Convergence pragramme projections
1 .
Date’ 1896 1987 1998 1999 2000 2001

B 1197 3.4 29 23 1.7 14
DK 6197 - -14 0.7 07 09 1,1 a
p” 1197 3.9 29 25 20 1.5
EL 7167 7.4 42 24 2.1
E 4197 44 . 30 25 2.0 4.6
F 187 4.0 -3.0 28 .2.3 1.8 1.4
IRL 4197 0.8 15 15 —y
| /a7 67 . e30 2.8 2.4 18
NL 12/96 2.6 22 2.25
A 10/a7 4.0 27 25 22 -1.9
P a7 4.0 29 2.5 2.0 -15
FIN afa7 -3.1 -1.3 0.1 0.3 1.0 1.0
s” 9/97  -2.5(-37) -1.8(-16) 06 0.5 1.6
UK 9/97 42 -1.8 03 .0104  05M5 0824

1) Date when most recent verslon of cohvergence programime was submitted,

2) Government surplus of 2.8% of GDP projacted for 2006, :

3) Taking Into account revised estimates (for 1596 and 1957} provided by the German autherities in
February 1997.

q) Maln series according io Swedish nalional accounts, figures in brackets for 1996 and 1997 according to
ESA accounting principles,

5) Financial year ending in March of the fallowing calendar year.

Soume: Commission services.
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Receipts and expenditures of general government - EUR 2 )
(in % of GDP)

1961 1970 1373 1332 1889 1983 1884 1995 1936 1867

Current receipts

1. Total (2+3+4+5) 383 374 332 443 448 463 4EB  4SB  461 460
of which: '

2. Indirect laxes 138 135 128 132 135 136 138 137 138 140

3. Direct taxes 87 1.2 107 124 133 128 125 128 128 128

4. Sociel security .

102 107 1.8 147 186  1BL 16

n
0
-
o
o
—t
o
—
-
th

(]

contributions

[#2]
T

. Other current receipts 1. 2.9 2.8 4.0 34 3.8

5
5
[
™
L2
I
Ly
()

éxpienditure - N T

" 8. Total (7+348+10+11)

336 39 BT 493 472 524 513 51.0 504  48.7

of which:
7. Cumrent transfers 1.5 147 180 216 207 237 235 233 3t 225
7bis. of which: -
Households P 124 130 179 17+ 20,0 199 198 197 193
8. Actuzl Interest payments 3.1 18 17 41 46 54 52 54 5.4 £.0
8. Public consumption 127 154 164 196 182 196 192 190 189 187
10. Net capital transfers 0.8 0.y 0.9 10 08 1.1 08 08 0.6 03

11. Groes capital formation 4.5 4.2 37 29 2.8 z8 27 2.5 4 22

_ . - Memiory items e
h 12. Gross saving (1-;1-3-9) . 6.0 5.2 41 «1.0 1.é 24 21 -t.8 -1.3 .E).z
13. Net lending(+)/ . ‘ . ' .
borrowing(-) (1-6) N 0. 03 06 51 24 61 .54 51 42 28

14. Gross public debib) 65.2 38 353 456 541 66.1 68.1 Ti1 - 7.2 728

a) 1861 : EUR 15 excluding Graeca, Portugal, Ausiria, Swadan and Finland; 1970; EUR 15 excluding Greece,
" Portugat and Finland, 1973 : EUR 15 exciuding Luxemboury, Greece and Portugal,

b) 1970-EUR 18 excludmg Denmark, France | the Netheriands and Portugal 1973 ; EUR 15 excluding France and the
Netherlands.

Sourge: Commlssiun services,
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Table & .
Sectorzl change in the EU ¥
(% pa)
i'hdit':'a,tor Psiiod Tofal - Rgri;:ﬁtturé In'dQSfry? Services-

Value added 1861-73 4.9 1.8 5.5 : 56
1974-85 2.0 1.4 1.5 2.7
1986-80 32 1.3 28 34
1991-94 1.1 - 0.8 0.1 1.8

Employment 1981-73 0.3 -4.6 0.5 16
1974-85 0.2 2.8 1.8 1.7
1986-80 12 3.3 0.2 2.0
1959-94 08 18 3.3 05

Labour _

productivity 1981.73 4.6 6.5 50 40
1974-85 1.8 4.3 3.1 1.0
1986-90 20 4.6 2.8 14
1991-94 19 4.7 34 1.3

Relative prices  1961-73 0.0 .04 40 07
1974-85 0.0 -2.6 0.7 08
1986-90 0.0 -1.6 -1.3 08

1meted 00 6.1 C 14 01

Relatlve we:ght of value added (In % of total in’ current prlces)

1960 . 76 355 - 41 3

1973 4.8 33.7 495
1985 3.0 20.4 ' 56.9
1990 28 26.9 §0.1

1994 2.0 243 63.5
d‘c‘cuple&jpopﬁléﬁbn persector (in'% of total)- -
1960 . 15.9 308 41.4

1973 8.6 316 48.1
1985 6.0 266 59.0
1980 48 238 &61.7
- 1994 4.2 216 65.0

% EUR15 excluding Greece, Spain, eland, Luxembourg and Portugal. For the pericd 1961-73
comparable data is only availabla for EURS (Belgium, West Gemmany, France, Italy and the
Netherlands) and for 1974-85 EUR 8 (Belgium, Denmerk, Weast Germany, Fran:a, ltaly, Fintand,
Sweden, the UK),

U Exeluding building and construction.

Sourpe: Commission services.
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Table 10
'ECHP'
ovemli
Dlsperslan
--~(DOTD 1)
B 242
DK 2,10
p¥ 285
EL 2.50
E .64
E 3.20
IRL 418
| 213
N 3.38
NL 2.33
A n.a.
p 4.20
FIN n.a.
S na.
UK be B
EUR42 a.bs
Usa na.

1) EC Household Panet.

JEU 14:20 FAX 32

2

2988203
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Wage dlspersrnn in the EU

oeca(%)

OVera!I .
stpersmn
(DGIE'I)

225
217
2.32

n.a.
na.
3.28

rn.a,
2.80
f.8.

2.59
3.86
4.05

2.38
2.13
3.38

n.a.

4.38

7) (De/O1) = (DS/D5) * (DS/DT)
3) CECD dalﬁ raferring to Western Germany ohly.

1.64
1.53
1.76

1.80
2.04
1.98

2.00
1.52
1.94

182
n.a.
263

n.a,
n.e.
1.84

1.83

n.e.

S )
—E(;HF’ .
.--[ilp_'pér-l-larf
* -Digperziony
‘_“_(DQ?DS)F

OECD (95)

Uppar-Ha!f

Dusparsmn
ABBMDS)

1.57
1.57
1.81

na
na.
1.89

n.a.
1.60
n.a.

186
1.82
2.47

1.70
1.59
1.87

n.a.

2.10

e A
'EGHP_ A
< LowsrHalf.
Dlspe:slon .

(P51}

1.47
1.37
1.68

1.56
1.78
1862

2.08
1.40
1.74

144
n.a.
1.60

na.
na.
1.82

166

na.

OECD_{QE)

Lower-ﬂalf

: QISPBI'SIBI'I

(DS!D‘I v

1.43
1.38
1.44

na.
na.
168

n.a.
175
n.a.

158
201
164

1.40
1.34
1.81

n.a.

2.09

Nate; Based oh (provisional) data of the ECHP-94, the eamings dispersion have beon calculated on
rormal gross monthly earnings (for NL, : net monthly 2amings) for fullime employees, Flguras
are raties of upper/lower deciles in the distribution of earnings. The ratios for EU12 hava been

calculated as the sum of the dispersion rates for each Member States, waighled with the -

respective share in total employment (from Labour Force Survey 1994),

Source; Commission services and OECD,
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Graph 2 Interest rates and
effective exchange rates - EUR
12 A — g S
11
10 Nomiqal long-term interest rate | 7 1 Real long-term interest rate
. ‘o (benchmark 10y) % A (benchmark 10y)
5 .
a -
7| 5 -\
N .
5 Nominal short-term | 4
a interest rate
3 : 3
o~ .
2z . 2 Real shertterm interest rate
1 spread (long term-short terrn)
o 1
'1 /\/', i
2 B 10 2 B 10 2 & 10 2 6 10 £ & 10 2 810 2 6102 6 10 2 6 13 2 6 1
g3 i o4 | s ! 9 | o 93 i 8 | w8 | B | 97
Nominal effective exchange rates Real effective exchange rates,
(1991=100) - adjusted by ulc; (1991=100)
130 - - 130
Germany Germany
120 100
"o |- 110
100 '- 180 ¥
29 w |
[le] o |
70 ftaly o
60 i i (i RS N T | 2 ¢-— " 1 Lol 3 L L Ll i 5
1L s2n ean e84/ :193] ecH a7/ LLTa] 97 93 q1 g3 q1 93 ql g3 ¢t g3 q1 @@ q1 g
91 | sz’ ] m | 8¢ | e | 8 | 87
Source: Cornmission sefvices.

13

i ois



ZE-02 88 JEL 14:20 FAX 32 2 2898203

CECAN6010321--10

=2+ ROME

% changt pa,

20 W
18
16
14

12

DK
o L :

1990 1892 1994 1938 1998

% chanpe p.6,

14

NL

0 .
1880 1992 1984 1864 1808

1) Private consumption price deflator.

Source: Commissitn sarvices,

|rapn s | Convergence in the EU

a. Infiation trends!

14 ¥ chango p.a.

12

10Q

1980 e 1994

% change p.a.
14 ange p,

18

10 ¢

D . .
1840 1992 1994

168a

14

o1y



‘98 JEU 14:21 FAX 32 2

2888203 CECANGOLI0321--10 <+ ROME

( Graph 3 J

Convergence in the EU
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SALUTO DEL PRESIDENTE DELLA REGIONE LIGURIA
DOTT.GIANCARLO MORI ALLA CONFERENZA-TAVOLA
ROTONDA “L’EURO E LE SUE CONSEGUENZE PER
L’EUROPA, IL_ SISTEMA INTERNAZIONALE E L’ITALIA”-
GENOVA, PALAZZ0O DUCALE 20-21 MARZO 1998. “

Signore e Signori,

e con particolare piacere che porto il saluto della Regione da me
presieduta in occasione della Tavola Rotonda sullEuro e le sue
conseguenze per I'Europa, I'ltalia e il sistema internazionale dei
rapporti. Si tratta di un evento particolarmente importante per
Fargomento di strettissima attualitd che investe tutto il sistema dei
rapporti locali, nazionali, comunitari e internazionali. Genova &
particolarmente orgogliosa di ospitare questa Conferenza che vede
una presenza di relatori delle tre sessioni particolarmente
qualificata e di grande professionalita, arricchita aitresi dalla video
conferenza del Prof Modigliani che portera il proprio contributo a
questi lavori.

Dire che I'Unione Monetaria portera modificazioni epocali nella
gestione delia politica economica, nei ruoli dei diversi livelli
territoriali, in nuove forme di coesione politico-economica tra gl
Stati membri pud sembrare una banalita; ma tale espressione deve
essere analizzata sulla base dei parametri e delle regole rigide che
I'Unione Europea si & data dal Trattato di Maastricht in avanti.
Regole che investono principalmente tre- assi portanti degli stati
membri quali il tasso di cambio, la politica monetaria, la polltzca di
bllanmo

Mi soffermerd brevemente su questi aspetti.

Il tasso di cambio.

L’ltalia & stata caratterizzata a partire dagli anni ‘70 fino al recente
passato da problemi di equilibrio internc o esterno cui si € data

1



soluzione, nel breve periodo, con il deprezzamento del tasso di-
cambio. Questa misura, talvolta adottata per scelta politica, talvolta
imposta dai mercati (come la svalutazione dell'estate 1992 e la
conseguente uscita dallo SME), ha avuto nel nostro Paese una
ricorrenza assai maggiore rispetto agli altri paesi eur‘Opei tuttavia
nel prosieguo della politica di perseguimento dell’ unione monetaria
CIO risultera, a regime, non pil possibile.

La politica monetaria.

In Italia, come in altri paesi europei, la politica monetaria e stata in
molte fasi congiunturali o strumento piu utilizzato per il riequilibrio
economico attraverso misure che, determinando una diminuzione
dei tassi di interesse, perseguivano un rilancio degli investimenti.
Tuttavia tale rilancio presentava due implicazioni: una di breve
periodo, quale effetto moltiplicatore, di sostegno immediato alla
domanda e all'occupazione; una di piu lungo periodo, attraverso
'aumento della produzione e 'accrescimento della competitivita sui
mercati internazionali. |

Con la piena realizzazione dell’'unione monetaria la politica
monetaria si trasferisce dalle banche centrali dei singoli Stati
membri alla Banca Centrale Europea che subentrera dal 1999
alll.M.E. (Istituto Monetario Europeo). La Banca Centrale Europea
dovra perseguire principaimente il compito di assicurare la stabilita
dei prezzi attraverso politiche finanziarie ma non economiche (che
devono essere persequite da altri organi dellU.E. in primis la
Commissione e il Consiglio) con politiche d: sostegno alla crescita
produttiva.

Ritengo infatti che una politica monetaria europea non potrebbe
soddisfare obiettivi anticongiunturali stanti 'estrema eterogeneita
delle aree geoceconomiche che caratterizzano I'Europa e i ritardi
con cui la politica monetaria produce i suoi effetti, diversi tra gli stati -
membri. \

La politica di bilancio.




E’ noto a tutti come la politica di bilancio nel nostro Paese sia stata
utilizzata, in particolare negli anni ‘70-'80, con scelte di indirizzo
eccessivamente Keynesiano, originando quell’enorme debito
pubblico che tuttora costituisce la variabile assolutamente fuori
linea rispetto alle esigenze di riequilibrio finanziario del Paese.

La realizzazione deil'unione monetaria implica che la politica di
bilancio divenga uno strumento assai restrittivo per il contenimento
del debito pubblico; in questa direzione va anche il rigoroso piano
presentato all'unione europea dal Ministro Ciampi.

Ma la garanzia a mio giudizio pid incisiva nel perseguimento della
rigorosa politica di bilancio da parte degli Stati membri & costituita
dal c.d. “patto di stabilita” derivante dal vertice dei Capi di Stato e di
Governo dei paesi dell’'Unione Europea di Dublino del 1996 laddove
si e stabilita 1a previsione di comminare pesanti sanzioni finanziarie
a quei Paesi che dovessero superare i parametri imposti dall’U.E;
superamento non dovuto a fattori contingenti.

L'unione monetaria presenta quale naturale conseguenza un
incremento della concorrenzialita delle prestazioni tra le diverse
aree europee; infatti con la moneta unica le imprese si troveranno a
competere piu direttamente, mentre sono destinate a decadere le
strutture protezionistiche e di monopolio ancora esistenti.

Tuttawa 'adozione di rigorose misure atte al contenimento della
spesa pubblica al fine del rientro nei parametri di Maastricht non
deve essere prevalentemente perseguito con la cessione di parti
importanti del sistema produttivo e industriale pubblico; bisogna
percid cercare di rendere equilibrate le due esigenze dell’'unione
monetaria e dello sviluppo economico-produttivo del paese, fattore
base per.costruire nuova ricchezza.

Desidero infine fare una riflessione sul ruolo delle Regioni nella
nuova Europa unita. Questo grande processo in itinere non potra
non determinare un aumento delle misure strutturali, infrastrutturali
e del territorio, delle politiche attive del lavoro e della formazione, in
politiche di sostegno alle imprese e di servizi alle medie e piccole



imprese che devono trovare pronte anche le regioni e gli enti locali
a cogliere queste opportunita.

La grande sfida degli anni futuri deve vedere le regioni svoigere, nel
rispetto delle competenze, un ruolo cruciale per lo sviluppo del
Paese ed esercitare una pressione verso lo Stato affinché possa.
dotare questi enti di risorse necessarie allo svolgimento di tale
ruolo; regioni che sino ad oggi sono state sacrificate sul fronte del
contenimento della spesa complessiva che costituisce da anni un
forte limite alla crescita e al’espansione dei rispettivi territori locali.

Le politiche settoriali dellUnione Europea dovranno essere
prevalentemente svolte a livello regionale - locale e non a livello
nazionale;cio significa che il potenziamento del ruolo delle Regioni
diventa una implicazione spontanea e necessaria dell’'unione
monetaria indipendentemente da scelte ideologiche e da
preferenze istituzionali in senso federalista.

E’ con questa convinzione che formulo i migliori auguri di buon
lavoro.
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ANSA det 20 MAR. 1998

BAMCHE : CARIGE: CUOCCLO. ATTENDIAMO RISPOSTA SU ACOUISTO CARISA

{AMEA)Y — GENQVA., Z0 MAR - "Il consiglio di ammimlistrazione
della Carisa e’ statg ricostituito, pensc che verra convccato
presto @ che la decisione sulla nostra offerta di acquisizione
venga presa’ ': lo ha dichiaratao 11 presidente della Carige.
Fausto Cuocolo, precisando che 1 offerta dell’ istitutno

barmrcario genovesa rimane ' valida e preferibile’ .

In margine a! comvegnoe in corso a Genova dal titolo "L Eurc
e le sue consegusanze per ' Europa., 1l sistema internazionale e
1" Italia ', Cuozolo ha confermato che s1 e’ chiuse oggli 1
aumerto di reanitale varato dalla Carice. "'E’ statn amplamente
sottcscritto - ha precisatc - speriamc di impegnari.go a Savoaona,
altriment:i c1 guarderemo 1ntorno’ .

Cuccolo ha affermato che la Larige si pone come banca
aggregante come polo ligure. ' "Abbiamc contatti non ufficiali
per acquisizionli € guardiamoc a Liguria = Piemonte ', hs
aggiunkto. (ANSA).
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I35 ORE: MODIGLIANLI, CON LEGSE CGSI° ITALLA FUORI DAL EURC

{ANSA) — GENOVA, 20 MAR - " 'S2 la legae sulle 25 ore pacate
per 449 passa cosi’, 1 Itaija deve restare fuori dall’ Eurc’ ':
lo he dichiarato 1° econcmista Framnco Modiglianmi nel corseo di oun
collegamento In videoconferenza con 11 cormvegno 1n cCccrsEo a
Genava sull’ Eurp organizzateo dall’ Istituto Arfary

Intermaziorali. Modigqliarni ha spiegatc cite 1o legge czsi’ com e

provocherebbe nel gire di pochi mesi una tensione
inflaziwpistica che portersbbe 1° Itailia fucrl me cato: un
aumento del 15% del coste del lavsore, ha spiegato, non puc’ non
scarilicarsi sul prezzl e cuesto provocheretbe una spirale
inflazionistica non ceoncepibile in un paese unico eurocpeo.
""Soltanto persone senza testa - ha detto Modigliani - posscno
pensare ad wuna soluzicre del genere’ . Per 1° economista 1°
unica poscsibilita e’ un’ altra: " "chi vuole lavorare 20 ore
viene pagate per ZU ore, chi vucole lavorare 13 ore...’ ' . Secundgc
Modigliami, inelitre "'’ un’ assurdita’ che 1l gowverno debba
dettare per legge guanto i debba lavorare; occorre pensare
attentamente prima di andare avanti su guesta strada’ .

""Nessunpo s1 &' reso conto finora - ha affermato — che la legge
sulle I35 ore &' incoerente rispetto all’ Euroc’' .
{ANSA) .
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£UR0: VATTANI, ANCHE SU PENSICNI DISSIPATI DUBBI PARTNER

(ANSA) - GENOVA, ZO MAR - " "Sliamo riusciti a dissipare 1
dubbi dei nostri partner nei confronti deil’” Italia’'  ha
dichiarato oggi 1 ambasciatore Umeoerto Vattani, segretaric
gernerale dellia Farnesina, e autore assieme a Mario Draghi,
Robkerto Ninidn e Fabrizio Saccomanni del lumgo giro nelle
capitali eurcpee per gpiegare al partners la situazion= dell”

Italia. "'Un giro preovvidenziale - ha detto Vattani,.
intervenendo ad un convegno sull Euro organizzato dall Istitute
Affari Internazionali - perche’ abbiamo avuito 1l ' Impressione che

guslcumo avesse fTatto le pulci nel neostri contl per vedere se
guslcosa non tornave” .

In particolare a1 partners eurcpel, seccondn quarto "a
riferito Vattami, &' stato messo in evidenza :l pragranma di
privatizzazionl mesczo in atto dall’ Itelia da. '54 al "7 per un
ammontare di 40 miliardi di dollari e la riforma delle pensioni:
" "Nessun paese in Europa ha fatto gualcosa di simile in cosi’
poco tempo - ha detto i1l segretaric generales tella Farnesina
Encrme impressicne ha creato lo straordinario sforzo fatto dal
governo £ dal paeses '’

Sul fronte della pensioni - ha spiegato Vattani -
l'evoluzione della spesa, se non faoss=ro state apportate le
carrezioni del 1993 e del 1995, avrebbe raggiunto nel 2043 il
24 ,27% del reddito lorde’ . (SEGUE).
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EURO: VATTANI, ANCHE SU PENSIONI DISSIPATI DUBBI PAFRTNER (2)

(ANSA) - GENOVA, Z0 MAR - " 'Con le correzioni, invece - ha
spiegato Vattani - la spesa per le pensionl raggiungera’ nel
2033 il 15,74 del reddito lordo e nel 2043 il 14,24 per centc’ .

Altrao punto mggette di chiarimenti gon 1 partners e’ staic
il settore pubblico. Vattanmi ha sottolinmeato che in percentuale
sulla popolazione attiva la pubblica amministrazicne in Italia
rappresenta 1l 5,2% contro il 10,7% della Francia e 11 7,3% del
Regno Unito. "'L"Italia - ha concluso - ha un rapporto tra i
plu’ bassi in Eurcpa e questc dimostra che anche in gursto camp:a
11 paese sta facendo la sua parte’ .

Intervenendo allc stesso convegno Daniel Gros, economista del
Certro per gli studi di politica europea di Bruxelles, ha

parlato, riferendeosi all® I[talia, di " “sprint’ ': "'Uno sprint -
aggiunto - reso piu’ facile dal verto di poppa deovuto ai tasel
di interesse piu’ bassi e al daollaro piu’ forte. La sfida - ha
concluso 5ros — e di sostenere questu sfor .o’ ',

(AMNSA) .

ha
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3OMRE s MODIGLIANL, UM LEBGE COv17 [TALIA FUORID DALL S EURC
1ANSA) - BENOVA, 20 MAR — " 'Se la legge sulle 3% ore pacate

per i massa Sozl’, 10 Italia deve restare fucr-i dall’ Eurc o

1o ha dichiarato 1 ecorncmista Franco Modiaglianl mel corso di oun

collegamento 1n videoconferenza con 1l convegno in corsc &
Genove swll’ Euro organizzato dall’ [stituto Affari
Intzrmnazionaly. Modigliani ha =piliegato che la legge ccsl’ com'e’
provocherebbe nel girc di pochi mesl ura tensione
inflazicnistica che pcrterebbe 17 [talia fuori mercato: an
aumento del 154 del cocsta del lavoro, Fa splegato. non puo’ non
scaricarsi sui'prezzi e questc provocherebbe una spirale
inflazionistica pon cencepibile in un paese unico europeEo.
""Soltantoc persone senza testa - ha detto Modigliami - possono
pensare ad una soluzicne del genere’ . Per 1° economista 1
Unlica pessibilita & umn’ altra: "~ chi vuoie lavorare 20 cre
viene pagato per 20 ore. chi vuole lavarare 15 ore... ' . Secondo
Modigliamni, inocltre " 'e° un’ assurdita’ che 1l governo debba
dettare per legge quantoc si debba lavorare; occorre penczare
attentamente prima di andare avaniti su guesta strada .

" "Neesuno si e resc conto finocra — ha affermato - che la legge
zulle 35 ore e’ incoerente rispetto ali’ Euro’™’
(ANEA) .
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Ridgae GRILLI, DOFPO COWSOLIDAMENTO BIFULHE STRUTTURALI

(AlISAY - GENOVA., 21 MAR -~ ~"Superato il problema del
consolidamento, per tutti ora si pone 1 esigenza di affrontare
le riforme strutturalii’ ' : per il direttore esecutivo del fondc
menetario suropeo Enzo (Grilli, il cammino da fare nel segno
dell’ integrazione europea e  ancora lungo e la moneta unica non
e 11 fine ma soltantc un mezzo.

t;2r1lli e’ intervenuto a Genova ad una due giorni di dibattito
siull’ Euro mrgonizzatzs dall’ Istituetn Affari Ioternazicoali a
pochi giorni dalla pubblicazione delle valutazioni dells
comnissione di Bruxelles sulle atato i convergenza eccromica
fra i1 paesi dell’ unicne candidati ad entrare nella monetsa
unica. Vi hanneo partecipato economistil e rappresentanti 41
governo e del mondo industriale e sindscale.

Secondo il direttcre esecutive del Fmi, 11 mantenimento del
processo di integrazicne a livello europeo e’ un problema che
riguarda ftutte le eccnomie dei paesi membri, soprattutto,
guelle dei paesi piu’ grandi. "~ “lLe difficolta’ - spiega -~
grandissima parte comuni - e non a2 caso la disnccupazicne

ocno in
Toat

=
=



ANSA del 21 MAR. 1938

KBXC

ZICICO254/5XA

¥YGE&0041

R ECO SOA 541 OBXW

EURO: GRILLI, DOFQ CONSOLIDAMENTC RIFORME STRUTTURALL (2)

(AMEA) -~ GENOVA, 21 MARIO — Il mercatc del ltavora, ha detto
il responsabile del Fmi, va affrontato in tutte le sue
componenli. I particclare va risolto 11 probloma delis
"'struttura della tassazione e degll incentivi che questo
rappresenta per 1° utilizzo di lavoro: tassando il lavorc
fortemente si inducono le imprese a sostituire 11 laveoro con
capltale, si utllizzang meno uomini e piu’ macchine’ .

Il dibattito, nella seconda giornate del convegno, i e’
sviluppato sulla relaziore del professor Marcello De Cecen dell”
Universita' la Sapienze di Roma. [l cirettore generale dell’
associlazione bancaria italiana Giuseppe Zadra ha sottclinzato
ch2 sul fraonte dei mercati fimamziar:y 1 effetto dell’ Eurec e’
Jdia’ 1m abtke mentre poco e’ successo per cuanto riguaerda la
rimozione del wvincolil cul i}l sistema barcario e’ sottcposto. L
unica spinta positiva, ha detto Zadra. e’ venuta dal sindacatc
con la firma dell’ accordo guadro sul dipendenti barmcaril.

Secondo 1l direttore dell’ Istituto per il commercio estero
Fabrizio Onida, affinche il sistema Italia mnon rimanga In
periferia occorre amdare avanti sul fronte delle
privatizzazioni, delle allearze e degli imnvestimenti
multinaziconali che vanno conesiderati ' fattori di
valorizzazione e non di colomizzazione '. (ANSA).
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ResioMI: CHITI, CON L7 EURDO NON ANCORA IM PARADISO
{ANSA) - GENOVA, 21 MAR - Spono tre le sfide da vincere per

restare nell’” Euro dopo esserci entrati: risanare 11
Mezzoglorno, rilanciare la scuala, riformare lo Stateo. Solo
cesi’ si potra’ assicurare la necessaria competitivita' non solo
alle imprese ma anche ail territori i1taliani. Lo ha detto i1
oresidente della Conferenza delle Regicnl e presidente della
Regione Toscana Vanninio Chitl intervenendo al convegno 'L euro
2 le sue conseguenze per 1 Eurcpa. 1l sistema internazicnale e
1" italia’ ' promosso dall’ Istituto affarli internazioneali.

"Entrando neli’ Euro come sono cocnvanto faremo -~ ha detto
C“hitl - abbiamo sconciurato i1l rischic di cadere neil’ irferno,
ma Non saremo ancora in paradliso. Fer compiere 11 pas=c decisivo
dovremo riuscire a coniugare rigore e sviluppo, a rilanciare
tutto il sistema Itaiia, a partire dall’ emergernza meridionale,
pver la quale dovremo adoperare la stesss determinazicne oisa’
dimostrata per risamare il bilancic dello Stato’”

""Dovremo — ha preoseguitc - rivederes la gualita’ deglil
investimentl nell’ istruzicone per orientare maggigrmente la
scuola versc la produzione & lo sviluppo. E dovremo riformars in
senso federalista quelloc State che la sordita’ della cultura e
la respensabilita’ della poelitica hanrno finora ingessato. Tarnto
che la Toscana ha dovuto truccare le carits =er aprire un propric
ufficic a Bruxelles, guande ancara la legge nazicnale lo
impediva . (SEGUE).
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GOVERNG: PINZA, NON FASI MA POLITICA CON BINARI DEFINMITI

(ANSA) - GENOVAa, 21 MAR - "'C’ e gualcunao che non ha colto
bene il significato della politica eceoneomica che si sta facendo
pernsandg che fosse una peolitica a tappe o di traguardo’ ': 1o ha

dichiarato oggi il sottosegretario di stato al ministero del
tesoro Roberto Pinza, intervenendo al convegro organizzato a
Genova dall’ Istituto affari internaziorali sul tema "'L° Euro e
2 sue conseguenze pz2r 1’ Europa, 1! sicstema internazionale e 1°
Italia” .

Rispondendo ad una domanda durante 1° ultima tavecla rotonda
del convegno, Pinza ta sottolineato che in realta’ "'l sono
momenti in cui verngoro fissati I paramstri per passaggi faturi’’
2 ha Tatto riferimento al testo del nuovo documento di
programmazione econamica e finanziaria che sara’ anticipato al
15-20 aprile per poter essere messoc il 3 maggio sul tavolo delle
discussioni dei partners sull’ ammissione alla mometa unica.

"I binari sono gia’ definiti’ ' ha affermato il
sottosegretario al Tesoro. " 'Dopo una brevissima stacicne di due
satiimane in cuil gualcuno ha pariato cdi fasi - ha aggiunto - non
a caso nella gigrnata di ierl qualcuno ha parlato di patto di
legislatura. Il vero parametro cui dobbiamo adeguarci &' che la
politica 2 1 goverail siano stabiii’ . (ANSA).
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GOVERNG: PINZA, NCON FASL MA FPOLITICA CION BINARI DEFINITS
(ANSA)Y — GENOVA, Z1 MAR - "' e’ gualcumo che non ha colto
bere il significato della peolitica econocmica che si sta facendo
penzarndc cho foos2 wna politica a tappe © di traguarde” "1 1o ha

dichiarato oggili 1! cottosegretario di stato al ministero del
tesorpo Roberto Pirmza, intervenerdo al convegno organrizzato a
Genova dall’ Istituto affari 1nternazionall sul tema "L Euro e
le sue conseguenze per- 1° Europse, 1l sistema internazionale & 1°
Itelia .

Rispondendo ad ura domanda durante 17 ultima tavola rotonda
del convegna, {*inza ha sottolineato chae in realta’ *'cl sono
more~ti in cul vengeon) fissati I parametri per passaggl futuri'’
g he fatto riferiments al testo del nuovo deocumento di
programmazione econcmica e finamziaria che sara’ anti:ipatd al
15-20 aprile per poter essere messc 11 3 maggic sul taveolo delle
discussioni del partners sull’ ammissione ali:a moneta unica.

‘Il bimari sono gla’ definiti’’ ha affermato 11
sottosegretarin al Tesoro. " 'Doneo una brevissima stagione di due
settimane 1n cul gualcuro ha parlato di fasi - ha aggiuntoc - non

a casa nella giornata di ieril gqualcuno ha parlato di patto di
legislatura. Il verc parametro cul dobbiliamo adeguarci e’ che la
politica e 1 governi siano stabili’ . (ANSH).
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UeM: ONIDA, IN DILCI ANNI ITRLIA LOGGETTU DINARMICL =

(AGT) — GEROVAL, <1 FAR. ~ "sRB DICCT Al LY ITALIA SEERAY  UN

SOGGETTU TINnAMICH ¥ CREDISILE & MU FLU?, Chidid HA RISCHIATY UX

ESSERE, UNA FPERIFORIA FOCO SFFIDARILE". A LANCIARL LA SCOMKESSH

IL PRESIDENTI LELL ISTITUTY DEL COMMERCIO E57EREG FRAAERIZTUY OMLIDA,
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UEM: ONIDA, IN DIECI AMNI (TALIA SOGLGETTOD DINAMICO (2)=

COLABGTY = GUNOVA, 21 Mek. - D DRLLY INCONTRIO DI GENOVR L7 SEABRFTO
EMERGERE Jn GEMEZRHLE OTTIMISMO RUSUARDG AL CAMMIMO CHE ATTSHNGE
LPITALIA RSO LY EURG., ANCHE SE NON MANCAkG ALCUNE OFILRE.
SECCMDU MiACELLy DE CLCCy, DELL’UNIUEHSITQ1 LA SRPITNMTE DL by,

COMREL MUOVEG CONTEDTO DI UNITEY CURDPEL ChE SEmDHt Di_rilUD o1
GLI {TELT&EHL POTRAMMNGD, PER LA GRAN FEHTE., GURRAVVIVED &SIy
GFHNDI DIFFICULTEY , ML egnguiilminTe HbeiUh:Lnbu INHRINET

IVELLI DT fMelisEadiii sy InDdvIiwdhiciz, wichond b CL Siim

R phUbthHTlLD L LA SORRSNTVERZG DULLA LHIHLLTH s kwhlL oI
ISTITUZIONT CUMeMICHE IVALIAME FHEIVATE £ FUDDLICHHE DI REo
IL PROFPREIO DESTINMNGO, L1 TORFUCBIKRLE STRRATELGIE, DI INTRECIARE
VEMTAGEIOSE GLLERNZIZ CUH [ETIVUZIUNI SIMILT OEL NOSTRT DEiTha
EUROFET, CHE MuN COMRORTING LA SUDDITENIA O RDOIRITTUEA 5
SCOinEd -‘:\H DL RUELLE FTRLIAmMSY, "L FOLITLICH RS TO IS
DELLY UNTOND LURORES — b9k 20T R0y o, CrocO = wiiin
FPARTEC LREHAMNNG B DISECMARLE oL [RALLEN I, min SO TSI
FAREEMND TLDRELCATD V0 PRAMECELST. WNE VOLTH DILISLENATR, 2
LE NOLGTRE TeiRidzol wWiEbiniy I S0bm UMl SRKM2 10, AL TRTZk
QUELLE FOTRAMNND FROSECRAR, L ORESCLpE™.

E DEL Loy DELLE T iESE iR muRlA Y ﬁNLH; ALTDC FuUibatsale i,
GIA™ PRESIDENTE LiZ) GIOVENL IMPRENDITGRI DI CONFINDUSTEILIA,
SECONDO L ALz "R L TmieiilsE T VITRLE CHE G100 FalgDehi

. L‘EUPCI L CURGIMHR, 4 ar—«:}lll‘l CHa Ll L DELETERIO i LY ITALIA
PO RIWSCISEE AN ZTREREZ . TCERTA -~ iR BGGIUNTD FUmncoo Lo~
ElquWH FRLUITURESD ALY LURG, ATTRCZZARL LE RICCOLL B MEDRLE
IMPRESE, mAGHRELD S3TLEDLAMDIT DLGLY [NMCENTIVI PIER L QitD DR A
DE1 :Z;I'_';‘l'l"ff'il ITRTAEPRTICT . @mCHE ke RUBRLICH &8rINILTRAZIOND DEVE
ESSERE POEPASATH. BISOGMA FZTTERS Is HOTO UN PROCZS00 L
CRESCITR LJLTUHQLEVPEH POTER ESSBEERE TRA I FREIMI A PARTIRLY.
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RADIOCOR del 20 Mg 1958

(FIN) Carige: Cuocolo. atterdiamo Fondazicne Carisa
20 mar - ' Aspettiamc arcera che la

Fadiocor - Genova.
Savona decida. Il Consiglio

Focndazione Casza di Risparmioc di

della Fondaziocne e stato riceostituitc, perss che verra®

Canvocato presto per declidere sulla nostra offeriz di

Lo ha cettc Faustp
di

acguisizione cHoe rimare ferma e wvalida -
un

Cuocale, presidente c¢i Banca Carige, a propositc
poszibile sblozce cella vicenda Carisa.
lar-cs-m—

(FRADICCOR) 20-03-FE MNNNN

(FIN) Carige: Cuacolo, atterndiame Fondazionme -2-—

Fadiacor - Genova, 20 mar - A margine del convegne
"'L'euro e le sue conseguenzs dell Europa, 1l sistema
internazionale  1°I1talia’’, Cuccolo ha detto che Barica
Carige sl1 propone come banca aggregante, di ur polo ligure,

Iin attesa della conclusicone cell operazione Cassa di
la bancas " 'sta guardandosi in giro e

Risparmio di Savona,
gdecldera’ '’ . Cuocolo ha ricordato che 1 aumento di capltale
da 230 miliardi e  stato ' "ampiamente sottoiscritto”’ e

‘. La

gquesto da’ all istitute " ‘un notevole free capita
banca decidera’ se impegnare questa liquidi=za’
nell operazione Savena ma comungue 1 istituto ha gia’
contatti non ufficiall per acgquisizioni = guarda aila
Liguria e all area piemocntmese.

lan—-cs—-m—

(RADICCOR) 220-03-93 NNNN



RADIOCOR del 20 MAR. 1998

Ta S aCQUISTE CRFISA

n
m

EANCHE: CARIGE: CUOLCCLO, &TTEMND{AMO RISFD

(ANSA) - GENCOWA, 20 MAR - "Il ceonsiglio d: amminlstrazione
della Cariss 28’ cstato ricostituito, penso che verra’' conveocato
presto & che la decisicre sulla nmostra offerte di sacquisiczions
: lo ha dichiarato il presidente Zella Carige,

venga presa 3
Fausto Cuccala. precisanco cr= 17 offerta dell’ 1stituto
2 preferikbils

bancario genovese rimzpe "~ Tvzlida =

In margine 2l convegno Iin Zorsc a Genova del tixol
e le sue conseguenze per 1 Europa, 1l sistems iInt=rnazianale e
1" Italia’ . Cuccolo ha confermato che =i ' chiuso oggi 1°
aumento di capitale varate dzlla Ca?ige. "E’ stato amplamente
sottoscritto — ha precisato - speriamo 41 impegnarlco a Savona,
altrimernti ci guarderemo intormnc’ .

Cuccolo ha affermatc che la Carige si1 pene come banca
aggregante come poaleo ligure. '~ Abbiama contattl mom ufficiali
per acquilsizionl & guarcdiamo 3 Liguria e Filiemonts ', ha

aggiunto. {(ANEA).

o L Eurc

RC/ST



RADIOCOR ¢e! 20 MAR 1958

CARIGE: I CONCLUDL OBEL URERARZIUNLE AUMENTY CARITALE &s50 ML =

THETY = GENOWYWH. &0 Ak, = wd el oy, WS L cdn g sl Bl
BUFENTD 0T Cer L TisUiD S i ol T L i ey ke i fiessiin s il w s
CRETGL,  tHuE OB la 2 TUE Chale v VT T 0 120 0Ny st s L il
SUL MERCHTL EoTEivl. L0 HE Ahidbsicisx iy Lo PR iosdrning ol oo
SR, FRUSTO CUOCGLl, A MRRGINE izl COnMVDGws o .
DALY ISTIVUTU AFFARL IMTEZME L TUnh=e £ 00 Ruimes 2 Lizindl Ll Skl
COMNSBLEUEN L PER 1 E0iR0PEs,  JL Sl«aTmE InTLee s TOMSIL 0 LY LTEILLN.
CUAZEES i Pl DRyl ok gk i i S 2 TN SRETRIN
RNCLLY PO TO DY Ubiyn "URMeedhids Wt B IST 0 WD i URsE !
DL G GTm PURTEMDO Hyan L o L Rmi2 S0 00 U zraknaiis Didise
DELLA PRESERZA DELLA CRASESAH TN LIGUNRIR L ML L HeGlurl LImITRu S,
B PROGEBLILE CH LE mMBOWE fS0ies LHlmnd DESTIMAT
ALLYRCGUISIZIONE DI CAKISA, LA CARSSA DI BIiSeAnmly DL SRAVUNA,
COMTESZR DR TZREQ DALLE ZAMER TULCAMA DRl GHUES) mUMTE DET RAECRL
DI SIEWA. "MoPETTIAMSG LA COMVOCRZIOME Db EDe DECLS FUNMDZ L0ME
CARLEA Oz DV DECIDERE w O CELGED o PRLohid T nd mElien
CRSEZA. NEL UCASU -~ hE PHECISATO COGCOLY -~ LTURURBZI0ME moM SI
COMCLLDESGE, Akl COMYRTTD IM CORLE 2R \mliisl e-umeHZ AT Cis
VEDONO COFUNMGHJE CRARIGE £ANCA AReRECANTLY, CUOCCLO WE COmMCLUSD
RICORDANMDOG CHTZ PHOFRIO OGRI &' STRTH RACLIISTRATR A 8RESCIA LA
SEDE FER LR FILIALE DI CARIBE. (nG&IH
RAG/CHI
201657 MAR &
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CORRIERE

MERCANTILE

Del

Due giorni di convegno al Ducale

il nostrg future
nel regno dell’kuro

Modigliani in videoconferznza

Due giomi di confronto sut fu-
ture sotto il secne dell Eurg.

Domani e sabatc a Falazzo Du-

cale si terra un convegne inter-
nazionale dai titolo "LEuro e le
sue conseguenze per 'Eurcpa,
il sistema intemazionale e I'lta-
lia", nato da un‘iniziativa deli’l-
stituto Affari Internazionali di
Roma in collaborazione con la

Regione Liguria ¢ la Fondazie- -

ne Carige. Obiettive del conve-
gno é gettare lo squardo al di la
dell’Euro, cominciande a ra-
gionare sulle conseguenze

pratiche dell'introduzicne della”

moneta unica. Per farlo saran-
no moito utili gli interventi di
numerosi economist itafiani e
stranieri. ! momemo forse pil
atteso sara la videcconferenza
del premio Nobel Franco Madi-
giiani in programma domani al-
le 18.30. Al termine delle due
mezze giornat: de: convegno
si terrd una tavcla rotonda sul-
le implicazioni pratiche che

“lintroduzione della nuova mo-
" neta avra per i cittadini. Ne di-

Franca Medigliani

sguteranno || sottosegretario
al Tesoro Roberts Pinza, Rosa-
rio Alessandrello per la Confin-
dustria, Vannine Chiti in rapre-
sentanza deile regioni italiane,
Sergio D'Anioni per i sindaca-
ti, I'imprenditore Aido Fuma-
galli & Giuseppe Zandra, diret-
tore generale deff’ Aki,

139 Mar,



PALAZZO DUCALE
GENOVA -
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1. LAYORO

Supplemento di Repubbilica

A Ci sard anche il premio
m@\f;&co Modi-

ﬁl:;.la'uh -collegata - 1 videoconferenza

Invideo anc

suo-studio &l Massachussets Insd- -

tute of Tzcnolozy di Boston,.a.dibatte-
re di prospertive ¢ conseguenze dell’Eu-
ro. Di Euro;. sistema interpazionale ¢
Italia discuteranao per-due giorni, do-
mani e sabato 2 Palarzo. Ducale, stu-
diosi,. sindacalisti, uomini di governo,
industriali. Tre le sessioni di base in
cul si snoderd Ul dibattito, che inizierd
alle 15, depo i saluto del presidente
della Regicne, Giancarlo Mori e di
Vincenzo™ Lorenzeili, presidente della
Fondazione Cassa di Risparmio di

nova e Impera. 5i comincera con ‘Eu-
Io e nuovo modello per 'economia eu-
ropea’. Previst¥interventi di Stefan

Collignon, direttore -dell’ Associaticn: .

for Monezary Union in Europe di Pari-
gl, Danie! Gros, economista del. Cen-
tre for Eurc Policy Studies Ceps

di Bruxelles, Loukas Tsoukalis, docen-

te del’Universitd di Atene ¢ membro
.deila London Scheol of Economies di

Londza. A seguire toccherd al vicese-
grererio generale del Ministero degh
Affar: Esteri, Umberto Vartani che cer-
cheri: di ricostruire il cammine dell'Tra-
lia veiso 'Euro. -

Nuova sessione, alle 17.15. mode~3-
ta dz) direttore del Venerdi di Repui-
blica. Paolo Galimberti. Al centro 1 si-

- stema monetario internazionale. Tra 1

realator: Robert A. Mundell. professo-
re di Economia alla Columbia Univer-
sity ¢ Rainer Masera, direttore genera- -
le dell’Istituto Mobiliare Italiano. Alle -
18.30 in scena la videoconferenza con |
Modigliani. Il giorno dopo, dalle .13,
si approfondiranno ‘cpportunitd ¢ vin-
coli per il nostro paese’ con il consiglie-
re del presidente del consiglic, Paolo
Quoefri ¢, tra gli altri, Jose Luiz Alzola,
economtista della Salomon Smith Bar-
ney. Ultimo appuntamento: ‘vivere
con 'Eurc’.




1LSECOLOXIX ..

. 8 CONFERENZA SULL'EURQ -
: Cogratle 14,30 nella sala del Minor
- consiglio at Ducalg convegno poo-
¢ omosso dal'lSiuto arani internazio-
. nali st "L'Eure e le sue conue-
- gue:rze per I'BEuropa, il sistema in-
¢ temaziondie 8 IMalia. Alle 18,30
. vides conturenza in collegamer o
¢ con feconomista Franco Modiglia-
ni.



ILSECOLOXIX ..

(Cardinale

e Tribuno

¢i TEOCCRC CHIARELL

enova, CoN i 3UCH 1@ssi ¢

disaccucancne “mencio-
nal”®, semgra veramenig -=n-
trata in un vicoio ciecs. Cenc.
ja c:ta ha un ragicsa futuro co-
me centro tunstico-culturae: il
porto antico, I'Acguang, i Juc
czia | musel. i tedtr. Ma nen
oasia. non pud tastare. E e
aziende? Lingusttia? !l iave-
ro?

La cifre, come semera, s¢n0
imglacabili 11,300 disoccura-
ti, 52 miia -1 cerca i prima oc-
cupazicne 300 mila censiora-
ti su un miigre di agtann T2
citta 2 provincia. £ ancora: le
20 mila domande peri 130 zo-
sti nei costruendce perczep. ©
i 9 mila che si scnC presanta
alia districuzicne dey 200 sosi
‘nlaver scoiaimenta wili (800
mila lire ai mesa}.

Gencva @ una citta che in-
vecchia e non riesce a dare
una prespettiva ai preen g,
«Che ne & defi’'uome, se i'uc-
me non na lavere?», na cuas
urtatc ien Dicnigi Tettamanzi
¢al pulcito della catecrzie.
Come nen condivicere, aici ¢
¢redent, 'acpeiio del Cardina-
le che ciu ¢i aitn, gvidente-
mente, sente i peiso del sug
gregge? Tettamanzi ha calto |
sagnal, ha avvertito il periczio
di tensioni sociali, ha comere-
s0 la necessita di azicn ¢on-
crete.

Il Cardinale-Tribuno ha sier-
zato le classe politica: «adiveile
nazionaie e locaie quile rie-
vanza viene rconosciuta af
mantenimentc e alla creazicne
di sclide possicifita di lave-
ro?». Pargle pesanti come ma-
cigni, risuonate severe sctta le
voite defla cattedrale. Parcle
¢he si sonc faite acdiriftura ta-
glienti quande Tettamanzi na
aifrontato i casi Ansaldo (800
esuberi previsti su Genova) ed
Elsag Bailey (scluziong-scez-

zating in arrivo)j.

Qui i Cardinale, dimostran-
do un'insospettald conoscen-
za delia sitvazione, ha scileva-
tc dubbi suile strategie di go-
verng, Iri e Finmeccanica, ri-
cordande, non senza malizia,
che di aziends costituite con
risorsé guotlice sitrara.

It messaggio deflucmo di
Chiesa & chiaro: parcle e pro-
messe non sono pid scfficen-
1i. Non basta piu pregare. 3i-
scgna reagire. La cifta i sual
ammiristratori, i suoi imcren-
ditori. Tutti.

2 U MAR. 1998

Bruxelles
wrvista aila szione adio
Traliato siy serd che dde™io aurbio teeaa
ol % del prodotg tErs g, i S0Lsinaie e Sigay, N g
puO guindi sostenere. hu aggumio, <ne lain 2 Beloo nen riscering
| parametr per fare parte foJull iz ! :
nen ha ssciciiamente detto che Belgio 2/
7ErE PUSINVO per i Moncia unica quunGe
pubhiicheri. :f 22 marzo, le proprie gageilz n -
definitiva da prendere all¥mzio di mag@io 1ive
di governe. ma ¢ sembrato conre
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. MUsia

DGl Aria all'™Mav! Cais

" Musica dal wivo con i dua )
Aria, questa sera. aile 22,30

©all'W&M Cafd, in Frazza Fon- |
t1ane Marose.

| SANPIERDARENA

- da Bernarde Siroz

Visita guidata

L'associazicone Genova insie-
me propone o0ggl una visita
guidata a Viila enturione
Carpaneto di Sampierdarera,
una splendida dimora seicen-
tesca con SOriitil ar i

puntamento & di t*or aHa
viila, in Piazza Miontano, alle
10.

CDNFEREAZN

Barbari al Dam

Cuesta sera alie 21, "associa-
zicne «Mani sul caores. in 3a-
lita San Matieo. presenta «Es-
serg Reikin, confer=nza 4i Lu-
¢ Barberis sul corse i Relkd
di primo liveilo in orogramma
sabatp & domenica. Per inror-
magzioni telefonace ai numero
30.29.523.

. TELIVISICHE

lipa Telenord

La trasmissigae «Clp Times,
in onda oggialle 11,13, alle 19
e alle 24.50 su Telenorc 2 alle
11.40 = 13,25 su Canale 7 pre-
enta oggi il video piii votate
durante [a settimeana.

PALAZZO DUCKT

|
[
i
|

E NOTTE

rdeceoniarsnoo
.

Francn Ll

Alle 13.30
con 2concmista
digliani,

. | CAMPOPISANHO
{
|

Show di Castigiia

Ya in scena demani SR, 1ile
i, al Piccolo Teatro i .
nopisane. lo stettacoic
vita di raegonuls, non
{astiglia. Ingresso lir2
ia, ridottl 13 mi.a.

HARAGE
Recital annullato

Lo spettacolo «Recita! per
Leopardis con Flavio 3ucci,
previsto quesia sera alla 3
Diana, é stato annullato ner
motivi di salute deil’atices
impessibilitaic a proseguir?
le recite di questo g dell'zlirn
spettacalc «Uno nessunc cen-

tomilay che stava gertando :n
rournee.

COUCIRT
ia Mac Kennitt al Gencwvese

Sono aperte le prevencite ner
il concerto di Lorena Mc Xen-
nitt in prcgramma luneai 23
marzo al Politzama Gencvese.
organizzato della Little-Thing
Grandi Event di Vincenzo
bpe"a I bwheru sorio disponi-
bili a lire 60 'mila, 5 mila 2 30
mila lire presso il botteghino

del Politzama. da Oriancini in

DOEquaSoO Cadoerna, Presso @

Pro Loco di Recco 2 al Teatro
Cantero di Chiavari.

AUSICOTERAPIA

Convegno sutl'Eurg

Couvegno sull’Euro promosso
dail'Istituto Affan Internazio-
nai con Regione Liguriz e
Banca Carige, oggi alle 14,30,

; neila Sala del Minor Consiglio.

Partonc i seminari

L'asscciaziene Italiana di Stu-
di di Musicoterapia promuove
deminari propadeuct informe-

iVl e teorico pratict. Per infor. .

rnazmm tele:ono 25.12.39.

L
'
'
l

20 M. 1599



Italia Oggi Del
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Carige conclude aumento

Si & conclusa ieri loperazione di aumento di capitale per 230 mi-
liardi deciso dail’assemblea di Carige, un’ operazione che ha ottenu-
to positivi riscontri anche sui mercati esteri. Lo ha annunceiato il pre-
sidente di Carige spa, Fausto Cuocolo.

Cuocolo ha precisato che Uoperazione si & resa necessaria nell'am-
bito di una campagna acquisti che la Carige sta portando avanti nel-
Pambito-di una esponsione della presenza della Cassa in Liguria
nelie regioni limitrofe. E probabile che le nuove riserse sizno desti-
nate all'zequisizione di Caiisa, la Cassa di risparmie di Savona, con-
tess. da tempo dalla Banen toscana del gruppo Monte dei paschi di
Siena. «<Aspettiamo la convocazione lel cda della For.dazione Carise.
che dovra decidere = chi cedere il pacchetto della Cassa. el caso»
ha precisato Cuocole, «l'operazione ron si concludessz, abbamo con-
tatti in corso per altre operazioni che vedono comun:jue Cerige ban-
ca aggregante-». Cuccelo ha concluso ricordando che proprio leri &
stata acquistata a Brescia la sede per la filiale di Carige.




- ILSEGOLO XIX ..

Dal Denario all’Euro
storia deile monete al Ducale

Una grande :mostra numismatica intitoiata
“Dal Denario I'Euro, uomini ¢ monete sulle
strade d’Eurcp-a”, organizzata a Palazzo Du-
cale, a novemtre di quest’anno, dalla Regione
Liguria e dall: Fondnzione della Cassa di Ri-
sparmio celebiera la nascita ufficiale dell’Eu-
ro. I1 1° genna:o 199% verranno infatti fissati i
tassi di scambio fra le valute dei Paesi che per
primj entreranno a far parte deli"Unione.
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Prevale Pottimismo al convegno genovese sulla moneta unica

Modigliani: euro a undici

Il Nobel tulmina 1 falchi della Bundesbank

GENOVA ~ La fase tecnica
dell'Euro si & conclusa. On il gio-
co dwenta essenzialmente politi-
co. La scelta di chi entra e di chi
sta fuori, che verra fatta il 2 mag-
gio, sarn una scelta politica, cosi
come atterra alla sfera politica I'e-
ventual: modifica del patto di sta-
bilitz e i'istituzione di un governo
dell’:conom.ia che non potra esse-
re Ja fu.ura banca centarle euro-
pea. E questo il left-modv del
convagro su “L'Euro e le sue con-
segucnze per ’Europa, il Sistema
Internazionale e I'ltalia™ organiz-
zato dallIstituto Affari Imterna-
zionali, in collaborazione con la
regione Liguria e la Fondazione
Carige, in programma ieri e oggia
Palazzo Ducale, con la partecipa-
zione di alcuni fra i maggiori
esperti internazionali.

n 1motivo che ['economista
Franco Modisjiani, in videocon-
ferenza dagli Stati Uniti, ha sotto-
lineato con vigore. «Il 2 maggio,
su chi tagliera 1l traguardo assiste-
remo a un forofinish - ha esordito -
ma come economista tengo a dire
che tutti gli 11 Paesi oggi sono
qualificatt a entrare in quanto
hanno raggiunto un punto di con-
vergenza sui tre fattori davvero
imyiortanti, e cioé I'inflazione, i
tassi di interesse e la stabilitd dei
cambi, Solo per ragioni politiche
i tira in balle il rapporto debito-
te:ldito lordo, che IEa un interesse
sopratiutto storico (significa che
F'ltatia in passato ha sprecato ni-
sorse). E altrettanto vaie per il
rapporto deficit’Pil».

et Modigliani, secondo cui la
Bundeshank, «che finora ha usu-
pato il ruolc di banca centrale eu-
ropea, & responsabile di politiche
fiscaii e monetarie che hanno pro-
dotto una disoccupazione a due
cifre nei Paesi della Ue, «bisogne-
ra vedere chi vuole davvero I'Eu-
ro». Ma anche porre al centro
del’Euro ! problema disoccupa-
zione, «a costo di sacrificare la
stessa nioneta unicas.

Per I'Ttalia, comungque, Rober-
to Vattani, segretario generale
de! ministero degli Esteri, & fidu-
1050, «3iamo riusciti a dissipare i
dubbj dei nostri partner», ha di-
chiaratc. Vattani, che con Mario
Draghi, Roberto Nigido e Fabri-
7io Sactomanni (“il dei
Quartre™) ha fatt(o il ggr;gpgeeue
capitali europee per convincere i
vartner. Uno «sprint» che anche
Daniel 3ros, economista del Cen-
tro per gli studi di politica euro-
pea di Fruxelles, riconosce all'Ita-
ila, sia pure favorita dal ribasso
dei tassi e dai dollaro forte.

Egle Pagano

W ok

Lagresidenza del convegno sull’euro ul Palazzo Ducale dl Genovi
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“onvegno a Genova sulla moneta unica e le sue conseguenze per Europa e Italia

"“odigliani: la doppia stida dell’euro

{C:AL NOSTRG INVIATOY

GENOVA — Abbatters la
disoccupazicne ¢ rlanciare
gli invesumenti. Questa & la
stida congiunta che attende
la gesiione dell'zuro. E per
vincerla la siabilitd della mo-
neta unica sara una ¢ondizio-

—ne necessata ma non suffi-
ciente. Occorreranno  una
—maggiore fiessibilitd. I"armio-
—izzaz:one uelle politiche fi-
seali e sociali. riferme micro-
s,conorniche che facilitine la
wrescird, me: anche nuovi in-
restim2ntl 2ubblici che ¢al-
=rino i ritardi accumulati in
——juesti anni di Ancorsa ai para-
— nemt di Manstrich:,

Sopramuttc servirl una poli-

¢a monetia accormodanie.
—fe pieghi i tassi di interesse
=ali. A lanciare questo consi-

io & Franco Modigliani. vi-
oconferenziere da Boston
a prima delle due giornate
«L’euro e le sue conse-
enze per "Europa. il siste-
—i intermazionale e I'ltalias,
memranjzzate da Jai. Regrone
—curia ¢ Carige per discutere
i nuovi sceneri che si apro-
con i'arrivo della moneta
—ica europea.
Modigliani ha cosi potuto
woperre la sua  discussa
disi salle cause della disoc-
yazione eurcoea, che ricen-
ze ecsenzialinente a una ca-

za di domanda prodoma
un mix sbagliato di pelit-

di bilancio 2 politica mo-
arfa. La prima comreta-
—l1e impostatz per ndurre i
=it pubblici, «spreco di
rse». La seconda imposta
=|3 FBundesbank al reso
JArora, ataverss i legani
Sistema monetario euro-

. «Spero che [euro sia
——ole rispetto al dollaro —
dettc Modi:iiani — per-
I’Ewropa ki bisogno di
politica movetaria 2span-
—i che compersi la severitd

della politica di bilancio»: so-
fo cost gli investiment posso-
no npartire e [‘export tirare
la crencita europea che serve
per abhamtere la disoccupazio-
ne.

Modigliani ha smentato le
alire spiegszioni. di destru e
di sintstra. dell” alt disoccupa-
zione curopea, che non dipan-
derebbe da un’eccassiva pres-
sione fiscale (le pure wsse s0-
no U 23% in Usa ¢ 27% nudla
Ue: gl one1 socizli. ha deoo
ii pretmio Nobel. non senro
una m3a mi un fssarmio for-

zos0), nf da) mancato incon-
tro qualizativo Ta domanda ¢
offerta di lavoro. né dalla dif-
ficolta di reimpiegare lavora-
tori rop;0 a lungo diseccupa-
ti. né dai progresso tecnologi-
co o dalla concorrenza "siea-
le" dei Pvs, Modigliani ha an-
che dette che nemmeno il sus-
sidio di discccupazione pud
essere cimsiderato causa di di-
soccupazione e che anzi an-
drebbe alzate quands la disoc-
cupazione & b alty (cioe [a
probabil:ti di rovan. lavoro €
pit bassa).

Infine. Modighani. che ha
annunciato il varo imminente
di un mamfesio elsborato da
una folta schiera di ezonomi-
sti per indicare ai Guverni
come combattere fa disoccu-
pazione. nen ha resistto alla
tentazione di entrare nelle
scontre sulle 33 ore. affer-
mando ch se {"Tealia Tard pas-
sare una lzgge che imoone le
35 ore pugate per ) «qon
deve entrire nell eurn perche
entra con una oila iaflazio-
nistica coricarts, «Clascuno
deve esse-e libero di fare le

ore che “uole ed essere pagi-
to comispondentemente Al-
rrimenti anziché ["occupazic-
ne si divide la miseria».
Danizl Gros. del Ceps. ha
detto che gild oggi si prevede
che la politica monetna
nell'euro  sard espapsiva.
Bob Mundell. della Colum-
biz University. ha ricordato
che Austria. Olanda ¢ Porto-
gallo. pur condividendo Ia
stessa politica monetaria tede-
sca. hanno tassi di disoccupa-
zione ben pid bassi di Juelli
medi evropei. Infine. Pier
Car o Padoan, deil'Tiniersi-
ti La Sapienza, ha avvertto
che ’euro aprird una nucva
fase nellz refaz.oni politiche
ed =conomiche tra U:a ed
Europa ¢ cid richiedera pilt
coonerazione wa le due spon-
de dell’ Atantico.
L.P.

.
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I governo invita a non drammatizzare

D' Alema o Confindusirin

«Riparliamo di 35 ore»

Modigliani: legee inccererite con ['2uro
HMagnabosco: aggravio del 14% sui costi

ROMA. 3Sulle 35 ore la parola
¢'ordizie, nei governc e nella
maggicranzz. & sdrammat zza-
re. Comincia D'Alema lamen-
tando che ¢'2 tropra «esagita-
ziome» e esprimendo «un czalde
invitos a Confindustria perché
asi torni al dialogo». Anche
perché, sostiene U leader del
pds. «non siamo di fronte a un
eolpo di mano», ma a un dise-
gno di legge che sara discusso
in Parlamento «in un dialogo
aperto alle parti socialis.

Dal fronte governativo, Wal-
ter Veltroni giudica «ingiustifi-
cator il dissemso di Confindu-
stria e spera sia possibile «una
ricucituray. E il sottosegretario
Micheli getta acqua sul fuoco
assicuraindo che «la rifoitna
deile 35 ure non sara d=flagran-
te per 1l sisterma econagmicay.

Ma i segnali che arrivano dal
mondo industriale continuano
a2 essere amprontati a ina deci-
sa opposizicne al progetto &
legze. Un'indagine di Assclom-
barda conferma la precccupa-
zione degli imprenditori per le
35 ore «soprattutio in presenza
di una crescente pressione
competitivay derivante dail'av-
vio dell’euro. E anche il presi-
dente della Confindustria del-
I'Emili= Romagna, Mantovani,
| si pronuncia a favore della
abrogazione deil’eventuale leg-
ge sulle riduzione d'oraric, in-
vacandc a sua volta i rischi per
la competitivita.

Sullc stesso tasto batte an-

che, da Melfi, il direttore del
pe-scnale e corganizzazions di
Fict Aute, Maurizio Magnabo-
scr., secondo il quale «non vi so-
no le condiziomi per poterci
permettere una riduzione dei-
l'orario di lavors a parita di sa-
lario». Perché, ha spiegato Ma-
gnabosco, st avrebbe un incre-
mente del cosic del lavoro del
{4 per ceato che ci porterebbe
fuori merzato.

Ma una petta cpposizione al
progetto di riduzione forzata
dell'orario arriva anche da un
econornista dell’'autorevolezza
di France Modigliani, II premio
Ncbel ritiene inratti che «la leg-
ge delle 35 ore pagate per 40 e
1ncoerente con l'entrata nel-
l'euro: vi metterebbe subite
fucrtis. E nello siesso senso va
un’indagine promossa dal Cur
sacondo cui le 35 ore sono «una
rispesta ambigua ad un probie-
ra afroatate selo dal punro A
vista politico e non da quel'n
economicoy. Un giudizio condi-
visaz, secondo un sondaggio del
Cirm. da una larga parte degl
izaliani: ii 43% & poco e per nul-
la interessato alle 35 ore (con-
tro i 43 di moltc interessatii,
mentre ii 48% persa che la -
duzicne d'orario pori conse-
guenze negative.

L'onposizione intende caval-
care -Juesto movimento d'epi-
pioue e anche an si & schierata
con Berlusconi per un referen-
dum abrogativo se pzssera la
legys sulle 35 ore, (r.v]
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Supplemento dj Repubbiica

Vivere con 'Euro
strategie al Ducale

APPUNTAMENTO cenl’Euro, stam:attina a I’a-
lazze Ducale, dov’din programma Ia seconda gios-
nata del convegaoe interuazionale suilc prospettive
dell'univae monetaria. i comincia afl: %15 con fa
sessione dedicata a «opportunitd e vins.oli per il n.-
stro paese» con . consigiiere del presidentedel cos-
sigliu, Paolo Ogofri. A sepuire si aprira la tavein
rotonda conclusiva: «vivere cop 'Eure», moderata
dal direttore dell’Ansa, Giulie Anselmi. con ia pre-
senza di docenti universitari e esperti monetaristi-
¢i. ma anche di dirigenli di Confindustria ¢ del se-
gretario della Cisl, Sergin D" Antoni.
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Hwnveg;m I"uulo dr c.(h Ifranco Modlg,h'uu suLa.lCalaL(im?o'( hl m[ "hm centrale tedescaal varo dell'T: m"(..

Non g'e dubbic, per I' economi-
sla Franco Modigliani, sul falto
che git undici pass! candid:li ad
entrare nell' Eure siano qualili-
cail alfinche cid avvenga.

“wTitli - ha aflermato stesers,
nel corso di un eoltegamento in
videoconferenza dagli Usa nel
torso d up comvegno suli'Euro
In torso a Gengva - hanm Jag-
giunto | puntl d! convergenz:y
. sulle question! Irrporlanti, @ clod

inflazione, slabiita del camkbi,

1assi di Inleresse. Ma vi senowul-
tarior| condlzloni, questioni isti-

{uzionadl, ‘quall It rapporic fra il

deficil e 1| pll che nossono esse-

fe prese come scuse pac ritar-
dare l'ingrassos, «|a declsione
finals - ha guindl agglunto - non
sara economica ma polilica, se
si vuole veramerile I' Euros.,

L' economista ha citalo «cir-
coli ledeschl renani che non vo-
giono {' ltafla e fanno pressio-

RN

Mi».- .. Ll '.

ce poi il problema della Bur-:

densbanis, la banca cenlrate le-
desca «che di fatlo, dagil anni.
'80, lunziona corme singcia ban-
ca canirale per | Europan,” -

La Bundesbar, sostiore Me-

digtianl, wrron vucie rmunuare 3

questo rualo di banca’ chia ste-
billsce la polilica monelarla per
tuttg 1l sistemas. SHORA

Lz Germanis, ha splegalo,-' '

per se slessa e per Eure wicle

il prastigio 8 quindi un.catbld .}
“alio rigpetio al deflarg Amérlca-

na.slo Invece, e lo dico'come

,‘aigméaa Bnas@aﬁ%ﬂ@a%

europec - ha prosequito « preles - K

rirei tin doffare pld lorte rispatio
al’ Eurow, perché wund maneta
pii dsbcle consente una. politi%
ca espansivan, i

- La Garmania Invece, secohdo
!' economista, soslenende Una
polltica dt presligio; diverila au-
‘cinatamente oomran‘a aduna

t!;.n £

IJOI“IC& espunsw, qrc. 8 §8 po-
ilica espansiva s.gmfica gCou-
pazione,

«E ngn ¢'3 dubbio ‘nvecn ag-
glunge - che I’ accupazione é
pli mpertante dei prestigion.

Nefla tar4a matlinata § saleni -

dl palazzc Dueale ranno ospl-
{alo duo dibat!lll sulle cuportu-

" nitd e | vincoli che [Mntrocuzione

dell'Euro Imporra aifltallz, Mo-
deralf da Carlo chaefln, tlret-

B —

tore de La Stampa, si sord con-
frontati dapprima econcmist di :

lema corms Marceile Dae Cecdo,
José Luis Aizoia, Mario Baldas-
sawi, Lorenzo Caselll, EnZc
Crilli, Paolo Cneki @ Morbert
Waller; pei ia tavola retorica

moderala da Giullo Ansefmi, di- -

rettore dell'Ansa, culhannd par-

-lecipalo Rosatio Alsssandrello,
Vannino Chill, Sergio D'Antord, ©

Aldo Fumagalll Reberte Pinza
[ Glusepne Zadra.

— ° \| ,«,,gu\ BTN
] Inuoloji:i_e{ relnlorl al riifegq"d stu i ‘uﬁt‘l 3
fridlar CaniGeANAT. o ?u‘f



DAL NOSTRO INVIATOH
GENOVA — Fure pud far
rma con sviluppo ¢ occupazio-
ne, sopratrite per 'economa
italiana. E anzi il suo avvio
coincidera con una fase molte
favarevele di crescita. Un'oc-
casione d’oro per atrezzare il
sisterna Itakia. investire in for-
maziene, avviare il decollo del
Mezzogioraw, sbloccare la cre-
azione di nuovi posti di lavoro.
La visione positva sulle pos-
sibilitd de!l Italia i affrontare
e vincere la sfida dell’suro &
stata fornia ieri dzlla giomnata
compelusiva del convegno su
«L'Euro e le sue conseguenze
per I'Europa. ii sistema interna-
zionale e 1"ltalia», organizzato
dallo Iai assieme a Regione Li-
guria e Carige.

Perfine Marcello De Cecco.
della Sapienza di Roma. ha rin-
foderate il suo {con)geniale
pessimismo sulle soru defl’eco-
nomia italiana. «Se lo Stato
riesce ad affrontare |'emergen-
za della sicurezza nelle regroni
meridionaii ha detto De
Cecco — non & difficile preve-

I.a moneta unica
portera nella Penisola

sviluppo e lavoro

dere un futuro positivo per !'in-
dustriz italiana». E quel «se» a
De Cecco non pare insormonta-
bile. Seri dubbi, invece, ha sol-
‘evato per il terziario (dalla fi-
nanza all'ingegneria. dalla con-
sulenza alle tvlecomunicazioni
agli spettaceli), che card il ve-
o poimone Jeil'occupazione.
Nella nuove corea ~nmpatit
»a avviala daii’euro ['Italia par-
ira con il piede giusto, grazie
al forte calo det tassi di interes-
se reali, come ba ricordato Jo-
sé Luis Alzola, di Salomon
Smith Barney; 1'importante &
adettare le corrette pelitiche
dal latg dell’offerta. Un compi-
to politicamente non facile. o
ha sortolineatn Maric Baldas-
cam, pure deila Sapienza, se-
conda cui I'Europa dovrd tro-
vare in sé le energie della cre-
scita e i dgore, premessa indi-
spensabile dello sviluppes, do-

vra avere un volto diverso da

uello avuto finora: «Dio bene-

ica chi ha fatre il risanamento
firanziarnio — i:a detto Baildas-
sa:iri — altrimenti ogai avrem-
mu un'intlazieme al 6% e un
deficit da [8Crnila miliardi e
discuteremmo i un crallo del-
la sroduzione - dell’ oci:upazio-
;e ma guel tips di Agere ades-
50 non basta piit».

Jccorre agtre subito e rende-
re pil efficiente il mercato del
lavoro, ha avvertito Enzo Gril-
li. del Fmi. alisiment al primo
railentamento  dell’economia
I’euro diventerd il capro espia-
torto. Mentre Norbert Walter,
deila Deutsche Bank, ha mes-
so in guardia contro ["offensi-
va dell’expert asiatico che do-
vremo atfrontare nel 1999,
quando nel contempo il dolla-
ro perderd quota a causa
et wio deficit commerciale.

2 2 MAR.1E38

Non tutte Te region italiane,
pero. sono ycualmente atrezza-
te per fa sfida 4ol curo. Rusa-
rie Alessandrelio, consigliere
incaricato di Coniindustia per
I'intermazivnalizzazione. ha gi-
rato il coitelle rella piaga del
dualismo affermando cle da
cingue regiom viene 30%
dell’export ualizso. E Vannino
Chit:., presidentc della Confe-
renza deile Regioai. ha chiesto
subi.o «un maggtor fueic delle
Reg:oni» neile pelitiche ger lo
svilt.ppo. senza perd pit soldi
da «cendere percié «il dgore
deve nmanere i1 medesimon.
Ma Zabriziv Omeda ha avvernit- |
to cie non bastane generiche
poliriche di promozione per
rendere allettante un temitono
agli investmenu dall’estero:
questi ultimy in [talia incontra-
no una forte avversione cwltura-
le (e seno associat a «sconfit-
ta», «conquista», «dominio»
da parte dello «sraniero»),
mentre vanno ccnsiderari co-
me «valorizzazione deile nisor-
se nazionali».

L.P.
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In vista del consiglio di domani

Sulla Banca Carige
vocl e smentite
di scossoni al vertice

Alla vigilia del “direttorio” per
I'esame del bilancio si ¢ diffusa la
voce delle dimissioni di due
consiglieri e del cresidente.
Cuocolo: «Non mirisultas

GENQVA - Weck-end di
passione per la Banca Carige.
Alla vigilia della riunione el
consiglio di amministrazione
della Cassa di Risparmio di Ge-
nova e Imceria, convocato do-
mani per 'approvazione dei da-
ti di bilancio, song rimbaizate
voci di scossoni ai vertici dell’i-
stituto che noa hanno trovato,

er ora, conferme da parte del-
0 stesso presidente Fausto
Cuocolo.

Negli ambienti finanziari si &

diffuso il “boato” che, in occa-
sione della seduta del “diretzo-
rio” di Banaca Carige dedicata
ail’esame dei conti 1997, ire
consiglieri di amministrazicne
dovrebbero rassegnare il mun-
dato. Tra questi io stesso presi-
dente della
“Cassa” geno-
vese. In con-
seguenza del-
le dimissiont,
sempre se-
condo le voci
che si sono
rincorse per
tutta la gror-
nata di ieri, il
consiglio di
amministra-
zione nella
stessa seduta
dovrebbe pro-
cedere alle
sostituzioni.
_ «All'ordine
del giorno
non c¢i sono
dimissioni  di
consiglizri, né
tantomeno dimissioni def sotto-
scritto —ha rferito in serata a
“II Setnlo XI2I” il presidente
deila Carige Cuocolo — Al mo-
mento personalmente non ho
neppure notizia di copsiglieni
che rimettano il loro mandato
nel corso della prossima seduta
del consiglio. La cosa non & im-
possibile dal punto di vista tec-
nico-giudirico, nel c¢aso, ad
esempio, che uno ¢ piu consi-
glieri volessero manifestare dis-
senso nei coufronti dej risultati
del bilancio, ma la ritengo mol-
to improbatiles.

Il mandato degli attuali quat-
trordici consigiieri vella Banza
Carige & vicino alla scadenca.

~La “squadra” che ha governato

senasea Wssssssssssnrassnnnn

Fausto Cuocolo

Vistituto chiude la sua “lezgisla-
tura” con l'assermnblea di aopro-
vazione del bilancio 1997, Le
assise sono gia state convocate
per il 25 aprile prossimo in pri-
ma “seduta” e per i giorno se-

ente in seconda “chiamrata”.
%‘: uella occasione si chivderd
il triennic 1995-1998 dell'attua-
le consiglio presieduto da Cuo-
colo e st procederd al rinnovo
degli orzani sociali.

Quanto ai conri della Eanca
Carige al centro deila riuzione
di domani. il 6 febbraio scorso a
Milano durante il road show
per presentare la seconda tran-
che dell’zumento di capitaie da
230 mitardi di lire, riservata
agli investitori istituzionai: ita-
liani ed esteri, il direttore yene-
rale Giovanni
Berneuchi
aveva d:ffuso
un “checi: up”

ositivo del-
azienda di
credito geno-
vese. I irend
tratteggiato in
quelil’occasio-
ne indicava
un utile in
crescita del
15% nspetto
agli oltre 90
miliardi del
1994, Era sta-
ta anche pre-
vista la distri-
buzione agli
azionjsti di un
dividendn di
500 lire a
fronte delle 475 dell’esercizio
precedente.

Nel corso del road show era-

no stati anche illustrad gl
obiertivi che lopsrazic:ne di ap-
porto di mezzi freschi alla Cari-
e, coordinata dalla banca d’af-
ari Merryl Linch, & destinata a
supportare: I'espansione della
rete di sportelli, a prescindere

dall'esito de:la batraglia ingag- |

E’ata dail’istituto genovese con
Banca Toscana per la Cassa
di Risparmio di Savona. Ne!
Fiano di sviluppo figura, poi,
‘obiettiva di elivare in un
triennio i{ “Roe” della Curige

(la remunerazione del capitale :

investito) dal 6 al'11%.
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A York lungo summit tra Ecofin e banche cenitrali sulle ammissioni. Nuovo round domani

Accordo sotferto suil’euroa 11

I governatori pronti a superare i dubbi sull talia

Il governatore di Bankitalia,
Antonio Fazio ha sottohneat,g
che sul rapporto Ime «nonce
ancora 'accordo Gi tutti i Paesi,
anche se alla fine un’intesa
sara trovata»

|

ROMA - Alila fine anche la
Bundesbark si fard una ragione
defla nar .a dell’Euro allarguto
a 11 Paesi.

feri da York, dove si € svolto
['ultimo vertice dei ministri fi-
nanziari e dei Governatori delle
tanche centrali prima delle pa-
gelle che arriveranno nei prossi-
rmi giorni dall'Istituty monetario
¢ dall'Unione europza. scno in-
furt state confermatz le voci se-
cando cui s1 sta lavorando all'ipo-
tosi di arrivare aila partecipazio-
ne di 11 paesi all'Unione mone-
taria. Dando cosi per accertzio
cie le preclusioni ¢ i dubbi che si
addensavano soprattutto sull'lia-
lia per via del suo debito straio-
sferico sarebbero state superate.
Anche se in serata; il governaio-
re di Bankitalia, Antonio Fazio,
ha dichiarato che «sul rapporto
che I'Tme rendera noto merccle-
di prossimo non c’¢ ancora [ac-
cordo di tutti i Paesi» Fazio ha
comunque aggiunto che «alla f1-
ne un’intesa sard trovata». E in
questo senso, §i Sono pronunciati
praticamente tutti i partecipanti
al vertice. che lunedi ¢ martedi
prossimi si ritroveranno a Fran-
coforte, nella sede Ime, per ap-
portare le uitime limature al do-
cumentoe che il 23 marzo sard
presentato ufficialmente dal pre-
sidente Ime, Win1 Duisent.erg.

Il pill esplicito, ieri, & stato il
ministro delle Finanze belga Phi-
lip Maystad, che parla aperta-

. mente di 11-paere armnessi. U'sa

una formula piu criptica J con-
missario europew, Yves-Thibaalt
c¢e Silguy, spiegando che «non ci
saranno sorprese sui mercati».
Un modo per dire che, avendo
scommesso tutte le piazze finan-
ziarie su un Euro a 11, questa sa-
ri la griglia dei Paesi ammessi.

E anche gli euroscettici pit uc-
caniti, come il ministro finanzia-
ric olandese, Gerni Zaim, danno
ormai semaforo verds, anche se
non rinunciano a ripesere sicuni
aiimonimenti. «Mi auguro che si
a:tivi a un club delle monets lar-

v e che il debito pubbiico nun
impedisca all'ltaiia di partecipa-
re. In questo senso, sarebbe me-
glio se si arrivasse: ali'approvazio-
ne del Documernto di program-
mazione prima di maggio».

Un tema, quello dz=i debito
ubblico, che il gevernator= della
undesbank, Hzns Tietineyer,

preferisce invece non tcecare.
«Non abbiamo discusso di que-
sto. Non so chi abbia pariato di
mie specifiche preoccupaion:»,
In ogni caso, il banchierz tedes:o
st dicg certo che ¢non ci seranno
particolan turbelenze sul merca-
ti dopo ['awvio deila monewa uni-
cur. E fonti vicine al governo t-
desco fanno sapere che anche
Bundesbank avrebbe definitiva-

pi bassi» nella stesura de! rap-
porto sull'Euro della pressima
settimana.

In questo quadro aha nip-
grazia. anche se la prudenza non
viene del wirto meno. «Per sape-
re come sard andata — ngete i
ministro  dell’'Economia  Tarlo
Azeglio Ciampi ~  2isotnery
aspettare il 2 maggio. Con moit.
fiducia. ma bisognerd attesder:
quella data». Piu esplicito 1 mi-
nistro degli Esteri, Lamber:o Di-
ni che, parlando da Besiinc, si «
detto certo che « proreti d-i fal-
limento hanno avato tcrtos-. Per
Dini. l'ultimo esame verc sar:
quello defla prossima settiman:-
dell'Istitutc monetario: «3e [
VEITEMO Promoessi, nessuno po-
trd piu impedire la partecipazio-
ne dell’Ttalia alla moneta unicas.

Convegno sull’Euro a Genova.
Ne! corse della :avola rotonda
conclusiva della due giorni
coavegno su «L'Euro e le sue
conseguenze per I'Europa, il si-
stema internazionale ¢ 'ltalias,
ieri, #l sottosgretario al Tesoro,
Roberro Pinza, si & soffermato
sul dibattito (e le polemiche) po-
litiche che si & aperto. in [talia, a
proposito della cosiddeta “fase
due™: «C'g qualcuno — ha osser-
vato Pinza - che non ha colto
bene il significato deila pclitica
economica che si sta facendo.
pensando che fosse una politica 7
tappe o di traguardo». Pinza ha
anche sottolireato che in realta
«ci sono morr:enti ia cui vengone
fissati i parametri per passaggi
fururi» e ha fatto riferimer.to al
testo del nuovo documento di

programmazione econontics e fi-

nanziaria, che sari antcipato al
15-20 aprile per poter essere
messo il 3 maggio sul tavelo delle
discussioni dei partners suli’am-
missione afla moneta unica: «I
binari sono gia deflniti» ha affer-
mato il sottosegretario al Tesoro.
«Dopo una brevissima ftagione
di due settimane in cui guaicuno
ha parlato di fasi — ha poi ag-
giunto — non a cuso nella gor-
nata di ieri qualcuno ha parfato
di patto di legislatura. Il vero pa-
rametro cui dobbiane adeguarci
& che la politica ¢ i yoverni siano
stabili».

Al convegno & intzrvenuto an-
che Enzo Grilli, direttore esecu-
tivo del Fondn moretasio inter-
nazionale (Frai) che “a posto
'aceento sulle questioni dn af-
frontare nei prossimi mesi: «Su-
perato il problema del cansclida-
mento, per it ora s pone esi-
genza di affrontare le rforme
strutturali». Per Grilli, i carimi-
no da fare nel segno del'’intcgra-
zione europea & apcora lunzo e
la moneta unica non € i fine ma
soltanto un mezzo.
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ARRIVA VEuro, sogno di sei
anni di sacrifici, ma se qualcu-
no si aspettava un minuetto fe-
stoso d'accolgienza bailato in
questi giorni nelle sale del Du-
cgle, durante il convegno di pri-
missimo piano sulla futura mo-
neta unica, ¢ rimasto deluso.
Yolge al pessimismo, la carti-
na tornasole impressa da due
giorni di convegno — & termi-
nato ieri — su “Euro e le sue
conseguenze per ’Europa, il si-
stema internazionale e I’Ita-
ha™ organizzato dallo Iai, P'l-
stituto  affari _internazionali,
Non certo sull’importanza di
esserci ma sulla reale capacita
che potremo mettere in campo
per essere pronti all’appunta-
mento, per governare-a pieno
la tigre. -

Due giorni di discussioni al Ducale: gli itabiani hanno gia pagato tanto

L Euro volge al pessimismo

«Ho notato —- dice a chiosa
Gianni Bonvicini, direttore del-
lo Iai, listituto di studi euro-
peistici fondato da Altiero Spi-
nelli nel ’65 — un generale pes-
simismo. 1] motivo & che que-
sto paese ha compiuto grossi
sforzi e sacrifici per sei anni, il
doppic rispetto agli altri paesi
europei».

E il rischio, ora, & proprio
quello di trovarsi al bivie: «l
partiti sono stanchi — conti-
nua Bonvicini — e hanno gia

sul fronte dei sacrifici
tutto il loro patrimonio politi-
¢o. Eppure ora abbiamo davan-
ti a noi alcuni nodi strutturali
importantissimi. Qccorrono ri-
forme enormi, qui non si trat-
ta pid di tagliare sulla spesa
ma di riformare I’'amministra-
zione pubblica che non funzio-
na, di rinnovare Parchitettura
istituzionale in modo che pos-
sa offrire governi stabili».
«Non ¢’ pil bisogno — conti-
nua — di chiedere sacrifici al-

" sogna che

la gente, oggi I'Euro effre o
porgtunité ?er crescere, Ma tgz
o stato compia le ri-
forme necessarie per trasfor-
mare gueste opportunitd in
realtd di erescita. Altrimenti i
vantaggi dell’Euro si vanifiche-
ranno subito, avremo due anni
di boom e ,poi saremo fregati.
Ripartira I'inflazione, crescera
la disoccupazione...».
Uno scenario preoccupante,
su cui si ¢ districato questo
convegno che ha riunito a Ge-

nova personalitd di primo pia-
no del mondo accademico, pro-

duttivo, istituzionale, finanzia- |

rio e giornalistico; e che ha

avuto venerdi pomeriggio I'in-

tervento in viseoconferenza del

E‘remio Nobel per I'Economia
ranco Modigliani.

Al primo gennaio del 99,
PEuro sara moneta attiva, an-
che se per tre anni sard affian-
cata alle monete pazionali. In-
tervento per intervento, sono
emersi i ritardi con cui Pltalia
si avvicina all’appuntamento,
Il pid grave & forse quello nel
sistema delle alleanze indu-
striali, necessarie a reggere la
concorrenza che sard ancora
pil forte. E nella mentalita im-
prenditoriale, nella capacita di
attrarre investimenti...




Istituto Affari Internazionali

L’Euro e le Sue Conseguenze per I'Europa,

il Sistema Intermazionale e [I'ltalia

Palazzo Ducale
Genova, 20-21 marzo 1998

Comunicato Stampa

A soli quattro giomi dalla pubblicazione delle valutazioni della Commissione di
Bruxelles e dell'lstituto Monetario Europeo sullo stato di convergenza economica fra
i Paesi dell'Unione candidati ad entrare nell'Euro, si terra il 20 e 21 marzo a Genova
un importante Convegno internazionale nelle sale di Palazzo Ducale. L'iniziativa &
stata presa dall'Istituto Affari Internazionali di Roma in collaborazione con la Regione
Liguria e con la Fondazione Carige. |
Obiettivo dell'iniziativa, che tende fra le alire cose a sottolineare la volonta di Genova
e della Liguria ad entrare nel circuito dei grandi dibattiti europei e internazionali, &
quello di gettare lo sguardo al di la dellEuro. Cominciare cioé a ragionare sulle
conseguenze pratiche che deriveranno dalla decisione che i capi di stato e di governo
dell'Unione Europea prenderanno il 2 maggio prossimo.

Il titolo del convegno & infatti "L'Euro e le sue conseguenze per 'Europa, il sistema
internazionale e l'italia".

Ad affrontare queste tematiche sono stati chiamati a Genova alcuni dei maggiori
esperti italiani e stranieri. Tre le sessioni di base. La prima riguarc}‘a\ le conseguenze
dell'Euro sull'economia europea e quindi anche sull'occupazione e la competitivita del
Vecchio Continente. Ad introdurla & stato chiamato un francese, Stefan Collignon,
direttore della prestigiosa Associazione per 'Unione Monetaria in Europa con sede a
Parigi. | rapporti fra I'Euro e il Dollaro, altro tema di cruciale importanza, saranno
oggetto della relazione di Robert Mundell, della Columbia University, una vera autorita
fra gli accademici americani di questioni europee. Infine quello ché potra succedere
nel nostro Paese verra illustrato da Marcello De Cecco, professore all'Universita di

Roma e commentatore della Repubblica. Nei vari panel si succederanno partecipanti
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italiani, fra cui Antonio Pedone, Rainer Masera, Mario Baldassarri, Enzo Grilli, Paolo
Onofri e stranieri da Daniel Gros a Norbert Walter da Loukas Tsoukalis a Hervé Carré.
Al termine delle due mezze giornate del Convegno si terra una Tavola Rotonda che
si occupera delle implicazioni‘ pratiche sul cittadino derivanti dall'introduzione della
nuova moneta. Ne discuteranno il softosegretario al tesoro Roberto Pinza,
responsabile del Comitato dellEuro (fra gli sponsor dell'iniziativa), Rosario
Alessandrello per la Confindustria, Vannino Chiti in rappresentanza delle Regioni
Italiane, Sergio D'Antoni per i sindacati, Aldo Fumagalli imprenditore milanese,
Giuseppe Zadra, direttore generale dell'Abi.

Al di 1a di queste sessioni generali due altri eventi di spicco contraddistinguono il
Convegno sullEurc. Il primo & un intervento che il Segretario Generale della
Farnesina, Umberto Vattani, fara a nome dei suoi colleghi Mario Draghi, Roberto
Nigido e Fabrizio Saccomanni sul rapporto da essi stilato, € non ancora pubblicato,
al termine di una lunga peregrinazione nelle capitaii europee per fare il punto dell'Euro
e per spiegare ai nostri partners la posizione dell'ltalia. |l secondo & |la partecipazione
in video-conferenza del premio Nobel, Franco Modigliani, che dall'Universita del
Massachuseits dialoghera sul tema Euro e occupazione, questione chiave per il futuro
economico e politico dell'Unione.

A dirigere il dibattito un team di giornalisti in rappresentanza delle maggiori testate
nazionali, Luca Paolazzi del Sole 24 Ore, Paolo Garimberti della Repubblica, Carlo

Rossella della Stampa e Giulio Anselmi direttore dell'’Ansa.



Fiscal sustainability - a nebulous term

The Maastricht Treaty requires potential EMU member states to have achieved
a high degree of sustainable convergence. However, the debate about exact
ratios — 3.0% of GDP for the deficit and 60% for general government debt - is
too narrow. The same is true of focussing merely on fiscal ratios.

A budget position is considered to be sustainable if the debt ratio is constant
over a given period. On this criterion, the potential member countries show a
mixed picture: Fintand and ltaly did not make headway in stabilising their debt
ratios until 1993/94, Austria’s debt levelled out only in 1996. The debt ratios of a
small group of countrigs are still rising.

The ageing of the population in almost all industrial countries itlustrates that the
ratios defined in the Maastricht fiscal criteria cannot fully reflect all budget risks.
State pension systems, for example, especially those which operate on a pay-
as-you-go basis, face huge outlays not reflected in the Maastricht criteria.

The convergence examination also has to take into account the scope and
quality of the measures taken to consolidate government finances. If the cuts on
the expenditure side of the budget mainly hit investment — as in Spain - this
could have negative repercussions on economic growth. By adopting one-time
measures - as in ltaly — governments restruct expenditure or raise revenues for
just one year.

The evaluation of the convergence efforts of potential EMU member countries
naturally leaves great scope for discretion, especially since each country has
taken a different route to improve its financial position.

Antje Stobbe, {69) 910-31847
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Convergence Situation of Potential EMU Members

Convergence criteria:

1. The criterion on price stability shall mean that a Member State has a price performance that is sustainable and an average rate of inflation,
cbserved over a period of one year before the examination, that does not exceed by more than 1 1/2 percentage points that of, at most, the three
best performing Member States in terms of price stability. Inflation shall be measured by means of the consumer price index on a comparable
basis, taking into account differences in national definitions,

2. The criterion on the sustainability of the government financial position shall mean that the Member States avoid excessive government
deficits; in particular a} the ratio of the planned or actual gevernment deficit to gross domaestic product shall not exceed 3%, unless either the
ratio has declined substantially and continuously and reached 3 level that comes close o the reference value; or, alternatively, the excess over
the reference value is only exceptional and temporary and the ratio remains close to the reference value; b} the ratio of government debtto gross
domastic product shall not exceed 60%, unless the ratio is sufficiently diminishing and approaching the reference value at a satisfactory pace.

3. The criterion on the convergence of interest rates shall mean that, observed over a period of one year before the examination, a Member
State has had an average nomina! long-term interest rate that does not exceed by more than two percentage points that of, at most, the three
best performing Member States in terms of price stability. Interest rates shall be measured on the basis of long-term government bonds or
comparable securities, taking into account differences in national definitions.

4, The criterion on pafticipation in the exchange-rate mechanism of the European Monetary System shall mean that a Member State has
respected the normal fluctuation margins provided for by the exchange-rate mechanism of the European Monetary System without severe
tensions for at least the last iwo years before the examination. In particular, the Member State shall not have devalued its currency's bilateral

central rate against any other Member State’s currency on its awn initiative for the same period.

1
. Budget balance Debt Long-term
Inflation rate * as % of GDP** as % of GDP intgerest ERM Band
rate*
1996 1997 1998 [1996 1997 1998 | 1996 1997 1998 | 15 months
to Jan1998
Reference value| 2.5 27 2.6 -3.0 60.0 7.9
Germany 12 15 14 |-34(-27 -27| 604 613 61.7 5.6 + 16% 0
France 20 12 13 |-42|30 30| 557 580 578 5.5 + 15%
Italy 19 19|87 |-27 -26 (1238 1216 1194 6.7 +15%
UK 1.8 23 |-49|-19 06| 547 534 508 7.0 | tree floating 2
Spain 1.9 22 |-44]-26- -24 | 701 683 675 6.3 +15%
Netherlands 14 19 17|24 15 18| 780 721 702 5.5 +15% 1
Belgium 18 15 11321 -21 -18 [1269 1222 1185 5.7 +15% |
Sweden 08 19 21 |-36|-14 00| 777 759 723 6.6 | free fiating 2
Austria 18 12 10|-40]-25 -25| 695 661 652 5.6 +15% |
“|Denmark 19 20 19|16 07 12| 667 641 [ 697 6.2 +15% |
Finland 1.1 1. 2 18 |-26 09 00| 587 558 555 5.9 + 15%
Portugal 281 1 20 |7327] -25__-25 |7656 620 615 6.2 +15%
Greece _19_5.4 58 | 75 40 -40_[111.6 1087 1065 | 9.9 | free floating 2 ||
Ireland 21 12 L2711 09 04 |_730_ 67.0 640 6.2 + 15%
Luxembourg 12 14 15| 25 17 06 6.6 6.7 7.7 5.7 +15%
'Other European Countries
Switzerland 08 05 22 27 27 | 497 517 528 3.5 | free floating
Norway 1.3 2.5 I 2 7 59 7.3 751 31.0 276 248 5.8 | free floating
Criteria-matched = 3) | ‘

Sources: Nationa! authorities, DBR, EU Commission

Average inflation rate of the ‘best’ EU countries Sweden, Finland, Germany {1996k 1 %
Average inflation rate of the "best' EU countries France, Finland, Ireland (1997): 1.2 %
Average inflation rate of the 'best' EU countries Austria, Belgium, France (1998} 1.1 %
Average long-term interest rate of the 'best’ EU countries (Feb 1997/Jan 1998): 5.9 %

* period average; rates refer to the new EU-harmonized index of consumer prices {HICP} except Switzerland and Norway

** fiscal balance on national account basis texcluding public enterprises). Qur forecasts do not reflect the status quo but are subject to
econormic policy changes

(1} Bilateral agreemeni between Germany and the Netherlands 1o retain £2.25% fluctuation band

(2} These countries do not participate in the ERM

{3} For the budget criteria, the specified perceniages are applied since flexible interpretation is a question of political judgement

Source: Eurostat, national authorities, DBR
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Fiscal sustainability —

a nebulous term

The public debate on the start of the Eurcpean Monetary Union (EMU)
in 1999 has focused heavily on whether or not the fiscal criteria can be
fulfilled. This is mainly because the criteria represent a major hurdle
fcr some important candidates for membership, e.g. Germany, France
and Italy. With the debate frequently tending to concentrate on whether
the individual countries have succeeded in bringing their deficits down
t0 3% of GDP in 1997, less attention has been paid to a more important
criterion, "a high degree of sustainable convergence”. But what does
fiscal sustainability mean, and how can it be measured? This article
analyses the fiscal criteria stipulated in the Maastricht Treaty. It then
goes on to discuss the scope of, and the limits to, various concepts of
fiscal sustainability. From these, it develops standards for measuring
fiscal sustainability and applies them to potential EMU members.

What does the Treaty say on fiscal sustainability?

As a condition for entry into the third stage of monetary union,
Article 109] of the Maastricht Treaty requires the Commission of the
European Union {EU) and the European Monetary Institute (EMI) to

examine whether would-be members have achieved a high degree of ’

sustainable convergence. This will be gauged partly by an assessment
of whether countries have a sustainakle financial positicn, “apparent
from having achieved a government budgetary position without a
deficit- that is excessive”. Articte 104c in conjunction with the
corresponding Protocol specifies that, generally speaking, a budget
deficit in excess of the reference value of 3% of GDP or a debt ratio of
over 80% represents an excessive deficit.

A crucial aspect in the appraisal of potential members’ fiscal policies,
however, is that the European Council, acting on the recommendation
of the Commission, will base its decision as to whether a country has
an excessive deficit on an assessment of that country’s overall situation.
This means that even if a candidate fulfils the fiscal criteria, the
Commission could stll conclude that there is a risk of an excessive

deficit. Its report will take into account a variety of factors, including

the medium-term economic and budgetary position of each country
as well as the level of government investment expenditure in relation
to the deficit. Since these formulations in the Maastricht Treaty place
the fiscat criteria in a wider perspective which focuses not just on
“spot-on” ratios but on the overall fiscal situation, they leave room for
interpretation. Above all, what exactly does it mean if certain debt and
deficit levels in relation to GDP are considered to be unsustainable?
First of all, such a conclusion is based on the idea of budgstary
egulibrium over a number of years. Secondly, the search for such
equilibrium stems from an implicit assumption that a budgetary
imbalance could have negative economic consequencas. This gives
grounds for setting fiscal criteria.

Debt has negative externalities

There are numercus arguments in government debt theory for limiting
government debt over the long term. A crowding-out cof private
investment, a loss of economic efficiency, negative repercussions on
growth, effects on the intergenerational distribution of wealth, and a

What does fiscal sustainability
mean?

A government position without a
deficit that is excessive is required

An assessment of the country's
overall situation is of importance
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reduction in future budgetary scape are but a few. But despite their
general validity, these arguments against excessive government deficits
do not provide any specific justification for imposing fiscal criteria
before and in EMU.

One of the reasons cited in favour of fiscal criteria is that, in a monetary
union, high deficits or large government debt in individual member
countries have negative externalities for other EMU countries. For
one thing, heavily indebted countries may be tempted to inflate their
way out of debt. Over an extended period, even a moderate rate of
inflation can significantly reduce the real value of long-term government
liabilities. Indebtedness is hence a risk to monetary stability in cases
where governments are able to lean on the monetary authorities and
have them soften their monetary targets. Excessive deficits can also
increase the sovereign default risk and, in extreme cases, they may
lead to the government becoming insolvent. In a monetary union this
would force other countries to provide fiscal support. Knowing that
this mechanism existed, some countries might digress from the path
of fiscal rectitude at the expense of others, fully aware that they were
living beyond their means. Such conduct on the part of individual
countries would probably lead to higher real interest rates in the single
currency bloc, and this could have negative effects on growth in EMU.

Finally, since the individual member countries will na longer have the
option of taking monetary policy action, it would make sense for them
to limit government debt in order to preserve their ability 1o take fiscal
policy steps. Higher debt leads to greater interest and redemption
burdens, which in turn limit fiscal scope and make it more difficult for
countries to react flexibly, in the event of asymmetrical shocks for
instance. However, this is nothing new since, in the Exchange Rate
Mechahism of the EMS, a truly independent monetary policy is already,
de facto, out of the guestion for some countries. As EMU approaches,
though, there will be additional constraints on fiscal policy. The gradual
harmonisation of the national tax systems within EMU, combined
with growing tax competition as integration progresses and factor
mobility increases, will tie the individual countries’ hands even further.
But if the scope 1o fund higher expenditure by hiking taxes is limited,
there will be more incentive to engage in deficit financing.

Distrust of budgetary discipline led to rules

It was, in part, a lack of confidence that governments will indeed
exercise budgetary discipline which led to the creation of
institutionalised rules for the future EMU. For, the most reliable way of
ensuring that the member states cooperate in observing fiscal discipline
is through rules which are established and monitored centrally. By
submitting to the rules, the potential member states also underscore
their political will to create a monetary union. Besides setting upper
limits for the budget deficit and government debt, the Maastricht
Treaty contains other rules closely related to the fiscal criteria. For
instance, it prohibits the European Central Bank (ECB} to grant credit
1o government bodies to finance their budgets (Art. 104). In addition,
the so-called "no-bailout clause” stipulates that neither the Cormmunity
nor individual member states shall be liable for the commitments of
other government bedies.

Critics object that these rules render both strict adherence to the fiscal
criteria and fiscal sustainability superfluous. In their opinion, the
existence of an independent central bank precludes any risk of inflation

Large government debt might have
negative externalities for other EMU
countries

Digression from path of fiscal
rectitude is to be avoided

Fiscal scope is to be maintained

The creation of institutionalised
rules for the future EMU ...

... including the “no-bailout clause” ...
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being used to wipe out government debt, and the no-bailout clause
prevents unsustainable fiscal policies of individual member countries
having direct negative spillover effects on other participants. However,
an independent central bank must first prove its credibility, and the
future will have to provide evidence that the no-bailout clause is
indeed implementead in practice. Indeed, it is the Treaty's emphasis on
fulfilment of the fiscal criteria and sustainable convergence which
prepares the ground for tension-free observance of Articles 104 and
104b. The explicit budgetary rules are, in other words, intended 1o
prevent the member countries from exploiting fiscal room for
manoeuvre,

Debate about exact ratios is too narrow

In the Maastricht Treaty, a sustainable government financial situation
is defined in terms of an excessive budget deficit and thus, by extension,
by the reference values of 3% of GDP for the deficit and 80% for
general government debt. At first glance, the chosen figures may
appear arbitrary: 60% happens to be close to the average debt ratio in
the EU for 1991 (61.7%). But a closer lock at the Iong-term relationship
between the debt and deficit ratios shows them to be consistently in
line with the reference values if a nominal growth rate of 5% is
assumed for the EU. [t can be criticised, though, that the chosen
average reference values need not necessarily represent equilibrium
in the future and thus cannot ke an optimal economic solution - even
less so for the individual countries, as their economic structures can
differ greatly.

Even if the fiscal reference values are accepted with these reservations,
it is still not sufficient to debate whether the ratios must be met
exactly. It is necessary io assess just how infermative budget deficit
figures actually are. The total budget deficit is not an entirely accurate
reflection of the basic thrust of fiscal policy. The prime indicator i1s the
structural deficit, i.e. the deficit after cyclical influences are eliminated,
since — owing to the cyclical flexibility of budgets - fluctuations in the
economic cycle can mask the real condition of the public finances.
There are problems, however, in calculating structural deficits. Above
all, it is difficult to measure production potential and capacity utilisation
accurately. The unadjusted total balance may therefore be used, with
reservations, as an indicator of the size of a country’s financing gap. It
provides information on the level of capital market borrowing and the
remaining scope for discretionary action in fiscal policy. However, the
reference value which is to be used in EMU includes normal cyclical
fluctuations, implying that, in the medium term, the participating
countries will have to reduce their structural deficits to well below
3%. The stability pact therefore cbliges participants to maintain a
virtually balanced budget, or even a hudget surplus, over the medium
term.

What normative guide is there to sustainabil‘ity?

The difficulties in defining agpropriate levels for deficits and government
debt and in finding suitable yardsticks show that the debate about
whether countries will achieve the ratios exactly is too narrow and
that it is not sufficient to facus cn the fiscal criteria alone. This shifts
attention to a sustainable government financial pesition, based on the
idea of budgetary equilibrivm cver a number of years. There are,
however, differing definitions of a sustainakle fiscal position, all of

... is intendended to prevent the
member countries from exploiting
fiscal room for manoeuvre

Reference values rather arbitrary?

Total budget deficit is not an
entirely accurate reflection of the -
basic fiscal thrust ...

..- but calculating structural deficits
is difficult

Attention shifted to a sustainable
government financial position ... -
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which are based on no}mative standards. One idea common to all the
definitions is that the sustainability of the government fiscal position is

reflected in the solvency and ability of a country to meet its payment

obligations. According to one relatively wide definition, a sustainable
government financial position means a budgetary course which can
be maintained over a longer period without the need to employ
extraordinary financing or defensive measures {such as not honouring
payment commitments, surprise inflation or retroactive taxation).
However, this is relatively vague and cannot be used to establish
theoretical limits for budget deficits or government debt - limits above
which the risk of such measures would increase significantly.
Adherence to this definition would merely ensure that the ECB was
notimpeded by "drastic” measures - however these might be defined
—in its initial task of creating a credible monetary system.

Another definition - though also relatively wide — is based on the
concept of the intertemporal budget constraint on the state, as an
essential for the state’s long-term solvency. If the intertemporal budget
constraint applies, then the present value of all future expenditure
must be the same as the present value of all future receipts. Ultimately,
‘this means that the state cannot accumulate additional assets or debt.
Present and future expenditure may anly be financed from present or
future receipts. But this concept does not impose narrow limits on
-fiscal policy: government deficits are compatible with the constraint
as long as they are matched by surpluses in later periods. Since
countries can point to this possibility, such a criterion, in its simplest
form, cannot be considered much of a restriction. .

Long-term determinants of government debt

A formula based on this approach, however, shows up the long-term
dynamic of government debt and identifies the main determinants.
- The change in the debt ratic in any given period is seen to be dependent
on the primary deficit ratio,’ the real interest rate and the real GDP
growth rate {see box). Bui this relationship merely defines the
development of government debt, it says nothing about the
sustainability of the financial position. According to the so-called weak
solvency condition, a budget position is considered to be sustainable if
the debt ratio is constant gver a given period. This is based on the idea
that a constantly rising debt ratio could reach an upper limit which
would be regarded by the financial markets as the limit of the
government's solvency — though it would be practically impossible to
determine such a limit theoretically. In order to fulfil the weak solvency
condition, a country must — as long as the real interest rate is higher

than the real GDP growth rate - register a primary surplus which.

prevents the debt ratio from rising any further. The size of the necessary
surplus has to be determined theoretically on a case-by-case basis.
Barring changes in other determinants, the higher the interest rate at
which the government debt is serviced - i.e. the stronger the forces
tending to push up the debt - the higher the primary surplus will have
to be. A high existing dehbt ratio tends to increase the debt further (the
debt trap). Similarly, the lower the rate of GDP growth, the greater the
need to consolidate the financial position. These points show that an
unsustainable budgetary development, as evidenced by a continually
rising debt ratio, can be caused by the economic environment, i.e. a

' The primary balance is the difference between the government's current receipts and
current outlays {excluding interest payments).
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discrepancy between the real interest rate and the GDP growth rate,
as well as by the direction of fiscal policy. The debate about
“sustainability” must therefore pay greater attention to the long-term
debt dynamics. The tendency to concentrate on the Maastricht deficit
criterion leads to an overly narrow perspective, ’

An analysis of the change in the debt ratios of the individual countries
over the past years gives some indication as to whether their fiscal
course to date can be described as sustainable. Most of the prospective
EMU members increased their debt ratio - some of them drastically -
tn the 1980s {Finland, Germany and France in the early 1990s). The
policies pursued at that time can hence not be regarded as sustainable.
In the late 1980s the ratios in Portugal, the Netherlands and Belgiom
began to stabilise, albeit at a very high level in two cases. Ireland is the
only country which has reduced its debt ratio sharply, from over 110%
in 1987 to barely 70% in 1997. Finland and ltaly, by contrast, did not
make any headway in stabilising their government debt ratios until
1993/94. Austria’s debt only levelled out in 1996. The debt ratios of a
small group of countries — France, Germany and Spain —are still rising.
Applying the weak solvency condition, these countries would thus not
satisfy the criterion of a sustainable government financial position.

In this context, the basic stance in fiscal policy can be deduced from
the size of the primary budget balance. It shows the extent of a
government’s efforts to bring about a long-term reduction in its debt
ratio. Since 1993, the primary balances of most prospective EMU
members have tended to improve. However — and this tallies with the
theoretical argumentation outlined above - the countries with rising
debt ratios have, as a rule, registered negative primary balances and
an increase in interest payments in relation to GDP. The relationship
between real growth and real interest rates in these countries was
also relatively unfavourable. Ireland'’s fiscal policy, on the other hand,
was consistently aimed at stabilisation: it has run primary surpluses
equal to 2-3% of GDP for a number of years. It was helped by falling
interest payments and high real growth rates. Italy {since 1993} and
Belgium have also turned in primary surpluses, but — with real interest
rates declining in both countries — they have profited additionally from
a decrease in interest payments in relation to GDP. The economic
environment was less favourable than in Ireland, though. The success
of the Netherlands in stabilising its debt ratio was also largely due to
positive primary balances, while the net interest burden remained
practically constant. In Portugal, by contrast, rapidly falling interest
payments have helped to stabilise the debt ratio - the primary surpluses
have been low since 1993. It has been the convergence of interest
rates at a low level in the run-up to EMU and rising real growth rates
which have helped Portugal move in the direction of a sustainable
government financial position.

What guideline can be adopted in the future?

In the past, the debt ratios of the individual countries have been
stabilised in different ways and to different degrees, as has just been
seen. But what policies can be recommended for the future? That
guestion has not been answered. In the short term, budgets can be
assessed on the basis of the "primary budget gap”. i.e. the difference
between the primary surplus which would be required in order to
stabilise the debt ratio and the (lower) actual or planned surplus. This
concept gives some idea of the minimum fiscal action needed in order
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to stabilise the debt ratic or — as required in the more restrictive EMU
context — to reduce it to a certain reference value. Using this concept
to formulate a general rule for future policy, it can be said that the
primary balance - a function of the macroeconomic environment -
must be of such a size that the debt ratio can be kept constant.

However, this does not answer the question of the level at which the
debt ratio should be stabilised. It is questionable, to say the least,
whether the present debt ratios of approx. 120% in the case of ltaly
and Belgium should be maintained if the economic repercussions are
taken into consideration. In the run-up to EMU the level to be targeted
is the Maastricht reference value, although it — as explained above -
does not have the properties of an equilibrium value. I{ was based on
the EU average at the time and thus represents an attempt to stabilise
debt at an average level. But the resultant need for consolidation
varies greatly from country to country. On the other hand, it would
hardly be feasible in EMU to set theoretical equilibrium values for each
of the member countries: it would be impossible to make them binding
and they would not be politically acceptable as they would differ for
. each country. An important theoretical guestion regarding the concept
of sustainability therefore remains unanswered. Finally, the model has
its limits as it assumes a stable macroeconomic environment in the
future and does not make allowance for any additional exogenous
influences (e.g. demographic imbalances) which might undermine the
stahility of the debt ratio in the long term.

" Demographics are neglected

The greying of the population in almost all industrial countries will
present a growing problem for the public finances insofar as it leads to
rising government payment obligations. In Germany, for example, the
present demographic trend would have a direct impact on the budget
if a rising overall tax ratio {taxes and social security contributions in
relation to GDP) were to prompt the government to borrow in order to
increase the federal transfer to the state pension system. Or if the
greying population required additional government expenditure, on
hospitals for example, that would also put a further strain on the public
finances.

More significant than these factors, though, is the implicit payment
obligation - not reflected in the explicit, securitised government debt -
" which arises as a result of a greying population. State pension systems,
especially those which operate on a pay-as-you-go basis, face huge
outlays which will lead 10 a reduction in benefits and/or an increase in
the contributions to be borne by future generations. The economic
implications of this "invisible debt” are similar to those of the explicit
government debt, in that it places a heavier overall tax burden on
individuals and companies in the future. This may lead to a loss of
economic efficiency and hamper growth. Future pension entitlements
could also diminish = a prospect which highlights two additional
problems: equitable intergenerational distribution and political
sustainability.

Generational accounting permits a long-term
analysis

The demographic problem illustrates that the ratios defined in the
Maastricht fiscal criteria cannot fully reflect all budget risks. Above all,

they do not take (adequate) account of future entitlements resulting
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from today's fiscal or social pelicy decisions, e.g. claims to state
pension benefits. Assuming that the intertemporal budget constraint
applies, short-term measures iaken today will inevitably have
consequences for future generations and require adjustments to be
made in the long term. Generaticnal accounting seeks to capture the
effects of this intergenerational re-distribution.

This approach assumes that the system of taxation and social security
contributions obtaining in the base year will continue to agply in the
future, and extrapclates the present per-capita levels of levies and
transfers on the basis of the rate of productivity growth. The net asset
position of individual economic agents versus the state is shown by
"generational accounts”. All persons horn in the same year are taken
as a separate generational group and the present value of all levies and
transters expected during the life of each generation is entered in
these accounts. The cost (in present value terms) of all payments not
covered by the existing net assets of the state and the net tax payments
of the generations now alive will have to be borne by future generations.
These costs are calculated on the basis of a given future development
ot government expenditure. It is thus possible to compare the life-
time tax rate (i.e. the net tax burden in relation to gross income) of the
generations alive today with that of future generations. The
Bundesbank? has calculated that future generations in Germany will
have to pay 140% more tc the state in higher net taxes than those
born in the base year 1996. It sees the demographic development in
Germany and the currently unfavourable state of the public-sector
budgets as the main reasons. This highlights the fact that current
policy cannot be continued without shifting considerable burdens onto
future generations. The IMF suggests that other Furopean countries
{Italy in particular, but Norway and Sweden, too) face a similar pr‘oblem.3

Sustainability gap causes doubts

Another calculation indicates how large the reductions in state spending,
or the increases in state revenues, would have to be today if future
generations are not to have to bear a heavier burden than the generation
borrin 1996. To determine the so-called sustainability gap, itis assumed
that the current system of taxation and social security contributions
remains in force in the future, and the present value of future state
expenditure is compared with that of the corresponding revenues.
The Bundesbank found in its study that the sustainability gap, i.e. the
volume of future expenditure not covered by future revenues, came
to DEM 10,300 bn or 2.9 times the value of GDP. In order to close this
gap through regular annual payments, there would have 10 be additional
revenues or additional spending cuts each year equivalent 10 6.3% of
GDP (1996: DEM 225 bn). The longer the necessary adjustments
were postponed, the. greater the annual spending cuts or revenue
increases would have to be. Going by these model calculations, it will
take enormous adjustments to eliminate the net debt which the state
is accruing through its current fiscal policy at the expense of future
generations.

2 See Deutsche Bundesbank, The fiscal burden on future generations —an analysis using
generational accounting, Deutsche Bundeshank, Monthly Report, November 1997, Vol 48,
No. 11, p. 17-30. :

3See Hagernann, R.P; John, C.; The Fiscal Stance in Sweden: A Generational Accounting
Perspective, IMF Waorking Paper 95/105 {Novermber 1995).

Future entitlements pose budget
risks

Future generations in Germany wiill
have to pay 140% more to the state
in higher net taxes ...

..- or the government faces a
sustainability gap of DEM 10,300 bn

' Economics



ENMU Watch

Deutsche Bank Research

These are very disquieting results as they cast doubts on the long-
term sustainability of Germany’s fiscal pelicy. But such calculations
are unlikely to lead to a country being excluded from EMU. First of all,
generational accounting has its limits. It cannot be used as a forecasting
instrument since it merely extrapolates the status quo. The results
depend very heavily on the assumed rate of productivity growth and
the discount factor. The methodology also relies on highly simplified
assumptions regarding the incidence of tax measures and it neglects
the repercussions on the economy. Secondly, the results would have
to be considered in a broader context. It would be necessary, for
example, to examine whether the sustainability gap has narrowed - or
perhaps even widened - since the Maastricht criteria were introduced.
If it has widened despite the fact that the deficits have been reduced
to the 3% reference value, then it could indeed be said that the budget
may have been enhanced at the expense of future generations. Finally,
the results would have to be compared with those for other countries
to see whether the fiscal policies of other countries are also creating a
burden for future generations. These findings would not reduce the
. dramatic burden which is going to pile up for future generations in
Germany as long as the present system of taxation and seocial security
contributions is retained. Despite this, it can be seen from the above
criticism that generational accounting is not suitable as a politically
binding exclusion criterion.

What about the qualitative aspect of sustainability?

In seeking to define fiscal sustainahility, this article has concentrated
so far on guantitative aspects. It has been found that it is extremely
difficult to make predictions about future sustainability. The uncertainty
inherent in forecasts for future financial flows, economic conditions
and the policies future governments may pursue is a major handicap.
The decision as to which countries will participate in EMU will therefore
be based mainly on the scope and quality of the measures taken io
consolidate government finances since 1991. These are an indication
of the aspirants’ determination and ability to put through reforms.

This appreoach implies that it is possible to make deductions about the
future budgetary equilibrium in the individual countries from their
progress with consolidation so far. It also focuses on the gualitative
aspect of a sustainable fiscal policy - an aspect which has been
neglected in the purely quantitative concepts examined above. The

convergence examination in spring 1998 will thus be based on a

combination of fixed rules, which are largely quantitative (e.g. the size
of the general government deficit in relation to GDP), and discretionary
scope, which is fargely qualitative, as regards the gquestion of
sustainability. It is hence necessary 1o examine whether and to what
extent the nature of fiscal consolidation in the past can serve as an
indicator that the budgetary equilibriumn will not suffer severe disruptions
in the future. This analysis explicitly includes the impact on the economy
as a whole. Here again, though, the question of an equilibrium base-
level for future debt and deficit ratios is neglected.

Since the impact of consolidation measures is felt for only a limited
period of time, conclusions drawn from current and past measures
about the future development of revenues and expenditures can be
used for only a short to medium-term analysis. The different institutional

Generational accounting merely
extrapolates the status quo
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environment in each prospective member country must also be taken
into account. A variety of criteria can be used to assess past
consglidation efforts.

How great is the influence of the state?

One aspect which needs to be examined is whether the decling in the
deficit ratio was achieved by raising the revenue ratio white the spending
ratio remained constant or perhaps even rose. That would be a cause
for concern since a high or rising spending ratio indicates that a large
proportion of resources is bound up in the government sector. In such
circumstances a declining deficit ratic would not be evidence of a
reduction in state influence on the economy. It would be better if
public spending ratios declined while revenue ratios were kept constant
or reduced.

In the early 1990s the ratio of government spending to GDP in the EU
as a whole climbed fasier than the revenue ratio, resulting in a rising
defictt ratio. In 1994 and 1995, deficit ratios in the EU were reduced
mainly by cutting spending ratios, but the trend turned in 1996. In that
year deficits were mostly reduced by raising revenues rather than by
cutting spending. In 1996 the Netherlands was the only candidate to
tower its deficit ratio while pruning both its revenue ratio and its
spending ratio. France, Italy and Portugal only managed io bring down
their deficit ratios by hiking their revenue ratios strongly enough to
overcompensate the rise in their spending ratios. The other EMU
candidates registered rising revenue ratios and a {modest) decline in
their spending ratios.

Is consolidation eating into investment?

Anotherimpeortant aspect is whether government expenditure is being
cut by reducing investment or by lowering consumption. In the long
term a fall in investment would tend to erode the value of a country’s
capital stock ({the infrastructure), which could have repercussions on
economic growth and thus probably also reduce the tax base. That
would place constraints on future government budgets. Additional tax
hikes to finance future state spending would then restrict consumption
by later generations even further.

Data published by the European Commission show that in the period
from 1991 to 1996 (with the exception of 1993) spending by EU
governments on investment declined as a percentage of GDP,
regardless of whether total spending rose or fell. In 1995 investment
remained flat on average in the EU. Ireland alone has succeeded since
1993 in raising spending on investment in real terms while reducing its
deficit ratic. Portugal, Belgium and the Netherlands cut their investment

“budgets once; in all other years they have risen in real terms. In Spain,
on the other hand, the cuis on the expenditure side of the budget
mainly hit investment, with the result that it plunged by almost 20% in
total between 1993 and 1997. In Finland, Italy, Germany and France
investment also decreased in real terms for several years in a row. By
contrast, most of the potential members raised real government
spending on consumption throughout the entire period. ltaly, Spain
and Finland were the only exceptions.
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Creative accounting with one-time measures?

When assessing the sustainability of the government financial position
it is also interesting to see whether one-time measures have played a
role in consolidation. Since such measures would reduce spending or
increase revenue for just one year, government borrowing would
merely be postponed. Budget financing problems would not have
been resclved. The same applies to the debt ratio. Receipts from the
privatisation of government-owned companies knock the debt ratio
down onge, but they do not influence the long-term path (stock-flow
adjustment}.

While Portugal, for example, has not attracted attention by adopting
one-time measures, Spain decided not to increase wages in the public
sector in 1997 {but again in 1998). Instead of direct subsidies, loss-
making public companies last year received loan guarantees, which
could be utilised in coming years. ltaly also took one-time measures,
the most prominent being the so-called euro-tax, which is to generate
ITL 5.5 tr {0.3% of GDP). The postponement of severance payments
for retiring government employees reduced spending by ITL 2.6 tr
{0.13% of GDP). Further one-time measures were taken in agreement
with Eurostat. These examples are certainly not evidence of a
sustainable reduction in the deficit ratio, but ltaly has forestalled criticism
here by setting ambitious fiscal targets for the future. In the vears
1998 to 2000 its deficit-to-GDP ratios are to come t0 2.8%, 2.4% and
1.8%, respectively.

How should fiscal sustainability in Europe be
 assessed?

The Maastricht Treaty stipulates that, in order to qualify for EMU, the
candidates must be found at the convergence examination in 1998 to
have achieved a sustainable government financial position. But
economic models only permit fairly general statements about the
" leng-term direction of public finances. According to the weak solvency
condition, candidates must stabilise their debt ratios. Most have
succeeded in doing this in the past few years. Spain, Germany and
France are the only exceptions. However, the solvency condition
focuses solely on the explicit government debt. An analysis based on
generational accounting shows that the implicit government debt -
due, for exampie, to the ageing population - will burden future
generations in Germany with rmiuch higher life-time tax rates than the
generation born in 1996. The present structure of the public budgets
thus makes it doubtful whether they are sustainable — even if the
reference values of the Maastricht Treaty are fulfilled. This is a
“disquieting prospect. On the other hand, the underlying assumptions
are very narrowly defined and it 1s currently not possible to compare
resulis for the individual candidates. So this analysis can hardly play a
crucial role in the qualifying examination. In practice, it will be necessary
{0 concentrate on a case-by-case assessment of past fiscal measures
and future prospects. Qualitative evaluations which take into account
the impact of past measures on the future economic growth path —
and hence on tax revenues — will play an important part. Procedures of
this kind naturally leave great scope for discretion, especially since
each country has taken a different route to improve its financial position.
Against this background, empirical observations show that the member
states will have to do more if they are to comply with the spirit of the
Maastricht Treaty.

Antje Stobbe, Frankfurt, (69) 910-31847
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Financial markets' view of EMU
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Real Estate Markets
in Eastern Europe

Analyses and Forecasts 1997-2002
Warsaw + Budapest « Prague

eutsche Bank Research and Deutsche

Grundbesitz Management publish a comparative
study of the Warsaw, Budapest and Prague property
markets for the first time.

he political and economic transformation is

proceeding differently in the states of central and
eastern Europe. This process is far advanced in the
countries Poland, the Czech Republic and Hungary. The
increasing interest of international investors is shown
by the high level of foreign investment in the capital city
regions of these countries. Commercial properties are
today earning yields into two figures, which is far ahead
of what investors are earning in the west European
property markets. With this in mind the analysts are
investigating the locations Warsaw, Budapest and
Prague.

he average growth in gross domestic product

{GDP) in Poland over the last four years was at just
over real 6 % considerably higher than in the Czech
Republic {just over 3 %) and Hungary (just over 2 %).
For 1998 the analysts expect a growth in GDP of 4 %
in Hungary. Poland will remain in the lead with an
anticipated 6 %, whereas the Czech Republic will
continue to recover slowly from the 1997 financial crisis
with an increase of 2.5 %.

Thanks to early adjustments made, job
redundancies in Warsaw came to an end as early
as 1992, The number of persons employed has risen
considerably (+40 %) since then. In Prague too
employment has increased since 1994, whereas the
shedding of jobs was still underway in 1996 in Buda-
pest. In Prague and Budapest there were 14 % and
23 % respectively fewer persons in employment in
1996 than in 1992, In all three cities the unemployment
figures in 1997 are considerably below their respective
national averages. The unemployment rate in Budapest
and Warsaw is a half and a quarter respectively of the
national average, which stands ai 10.4 % in both
countries. In Prague the figure of 1 % contrasts with
that of 5 % for the Czech Republic as a whole, and in
many sectors there is a shortage of labour.

At present initial yields for new office buildings
in good locations in Warsaw amount to around
11 % to 13 %. In Budapest and Prague they are at a
comparable level of between 9and 12 %. The high level
of yields in all three locations can be accounted for at
present by the scarce supply. In the medium to long
term the authors see the yields dropping perceptibly to
west European levels.

hereas in Warsaw and Budapest the level
of rents for modern office space has declined
since 1993 by about 15 % to around USD 45 to 50/m?/



Real Estate Markets in
Eastern Europe

(continued)

month {DEM 78 to 87/m%month)} and DEM 40 to 45/
m¥month respectively, top office rents in the city centre
of Prague have remained constant at DEM 45 to 55/m¥
month. In a pan-European comparison this means that
Warsaw rents are exceeded only by those in London
and Moscow. The analysts expect that within the period
covered by their forecasts - as a result of the improving
supply situation - top rents will go down in the three
cities. The highest vacancy rate is in Budapest, where
it stands at present at 12 %, compared with 4 % in
Prague and 2 % in Warsaw,

he positive income prospects and an

undersupply of modern selling space provide an
incentive for international retail trading companies 10
invest in retail property in these three cities. As a result
of still existing restitution problems in the city centres
in some cases developers prefer to build centres in city
fringe locations. In the medium term the authors expect
rents to stabilise in central locations and to drop in
peripheral ones as a result of increased supply. The
residential market is characterised in all three countries
by a split in quality and therefore price. The state-
subsidised housing stock with fixed prices is mostly -
compared with privately-financed housing - in poor
condition.

The study is 31 pages long and available in English and
German. The per-copy price is DEM 40.
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