NOTE FOR THR RECORD

SPEECH BY DELORS AT THE RUROPEAN PARLIANENT SOCIALIST GROUP
CONFERENCE ON CENTRAL AND EASTERN RUROPEAM ECOMOMIES, ¢ JULY 1990

: O President Delors gave a speech today (6 July) to wind up a
two-day Conference organised by the EP Socialist Group on the
economies of Central and Eastern Buropean countries.

2. Delors firstly considered it aessential for structural
adjustment to take place concurrently with economic action in
thase countries. EC cooparation should be geared to this aend and
not be confined sinmply to giving aiaq, Institutional
daecentralisation in central/Eastern Europe was needed, and thisg
went hand in hand with the introduction of a market economy. But
organising such markets, and introducing a spirit of compatition
= when alien to one’s ideology - was not eagsy. Secondly, labour
markets needed to be organised. Here, many Western countries -
notably Swaden and Germany could offer good advice based on thair
own experience. Thirdly, public and private proparty would have
to be redistributed - not forgetting that 1living standards
depended on some property and services being provided free of
charge (or almost so), eg telecommunications, transport links,
education and health care. The basic message was that markat
economies should be creatad without recourse simply to adopting
legislation. Appropriate peopla (such as the farmers in Poland)
had to be identified in the countries concarned to carry out this
marketisation process. Fourthly, Central and Eastern countries
faced probleme of debt and the environment, both of which would
need to tackled. Turning to trade links, Dalors foresaw a
continuing role for COMECON - at least in the medium term. The
existing Western and Eastern systems could not be brought
together over night, so the West needed to allow time for COMECON
to adjust, open up and catch up.

3. Delors continued by speculating on a new international
economic order. He outlined the fallowing parameters:

i) TRADE: The <¢asiest to deal with. Western European
countries should open up their economies to Central and
Eastern Europe and development multilateral trade in order
to integrate both sets of economies. Inevitably, sacrifices
would be needed on the part of the West.
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FINANCE: A centralistic approach was unacceptable. Europe
should not forget about the debt problems in other parts of
the world. Money was available, but was not aquitably
distributed; so capital flows needed to be looked at.

CURRENCIES: A combination of waeak currencies and high
interest rates had made life difficule -~ particularly for
Eastern Europe in getting loans.

Henceforth, there was a case for a new model of economic
growth to replace the "ultraliberaligtic" approach still
advocated by the US and the UK. That approach was now
losing ground to one of a "mixed" economy in which 11 Member
States now believed.

4. In conclusion, Delors favoured a long pericd of engagement
before further EC enlargement to embrace the countries of Cantral
and Eastern Europe. Patience was needed. Meanwhile, tha EC
should continue to devalop coocperation with these countries. The
G24 approach was the right one and could be stepped up. The EC
was developing cooperation with EFTA and had proposed a new type

of agreement with Eastern Europe. Cooperation could also be
broadened under the CSCE umbrella to include such areas as
transport, telecommunications and enargy.
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1. As requested by the Resident Clerk I enclose a copy of the
(front page) article by pavid Usborne in Saturday’s Independent.

iy As you will see freom reading the article, the headline is
nisleading. It is not Delors who warns against unfettered
capitalism but J X Galbraith. Delors apparently spoke off-the-
cuff and no text is yet available. But there is a short summary
produced by his spokesman which I also enclese. I have underlined
the sections in the summary whieh are reflected in the article,

3, We will continue to pursue and let you have a text or fuller
report as soon as possiblae.

5 ’
J Grant '

¢cc : N Westcott Esq, ECD(I), FCO
(by fax)
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Delors warns against
unfettered capitalism

JACQUES DELORS, the President of the
European Commission, yesterday declared
the “ultra-liberal” cconomic experiments of
the United States and Btitain dead and
urged Cast Europe 10 beware the lure of
fuli-blooded capitalism.

Mi Delors told a socialist conference on
¢conomic reform in Eastern Europe at the
European Pacliament that the world ad 10
embark on an “intellectual revolution™ o
overconte international indebtedness and
10 query the doctrine of econamic growth
{or 1ts own suke.

He meanwhile advised the new East Eu-
ropean democracics “not to confuse market
cconomics with capitalism™ and to look to
West Germany, among the EC member
states. as the best model for the develop-
ment of mixed economies where liberalism
was blended with some state intervention.

Mr Delors” advice was echoed by Profes.
sor | K Gaibraitlu of Harvard, who scorned
the US for giving finfe sid while preseribipe
i shock transition 10 ungestrained cupita-
s, in spite of the social pain it would
cause, it ghowed. he said. 2 “casual commis-
ment 0 human deprivation - 0 upem-
plovment, inQlation and disastrously re-
duced living standards . . . Oaly a {ew veurs
of suffering and all will be weil, This — |
choose my words carefully — is insauity,”

Nor did the preseription match reality in
the West, Professor Gulbraith sugacsted,
“ (1 Britain Mts Thatcher, und uatil latelvin
the US Mr Repgan and his acolytes, have
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From David Usborne in Brussels 5

pictured themselves as arch-cxponents of
unfettered cupitalism. Tn fact they owe their
cminence to carly gencrations of socially
minded leaders who made their citizans
ceonomicatly and socially comfortable.”

Mr Delors said the relative bad health of
the US and UK cconomics showed “yultra-
liberalism™ had failed. The experiment
“wass on the way out, becuusc it did not pro-
duce the results expected of it he said, cit-
ing the budget deficit crisis in the US. “We
have'to work for a new equitable world ¢co-
aomic order,” he declared,

An immediatc aim must be 10 alleviate
dramatically the debt burden of Eastern
Europe, The current distribution of money
@ the world, Mr Delors argued, repre-
sented @ “fantastic obstacic to the resotu-
tion of the world's imbulances™.

He warned the East Curopenn states not

o dream of carly enty into the European
Community but w focus on developing ree
lations with {t through association agree-
meats. “You must distinguish between the
dream and the reality. The dream s that the
Community of 12 will, in the aext two years,
grow 1o become one of 24. he said.
W More than 120,000 East German indus-
trial workers staged wildcat strikes vester-
day i a surge of labour unrest over fears of
unemployment in a new market econonty,
enion officiais said, Reuter eeports.
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