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FOR THR RECORD QW‘VQ

BPEECH BY DELORS AT THE RUROPEAN PARLIAMEMT SOCIALIST GROTP
CONFERENCE ON CENTRAL AND EASTERN EUROPEAM ECOMOMIES, 6 JULY 1990

1e President Delors gave a speech today (6 July) to wind up a
two-day Confaerence organised by the EP Socialist Group on the
economies of Central and Eastern Eurcpean countries.

2. Delors firstly considered it essential for structural
adjustment to take place concurrently with economic action in
these countries. EC cooperation should be geared to this end and
not be contined simply to giving aid. Institutional
dacentralisation in central/Eastern Europe was needed, and this
went hand in hand with the introduction of a market econemy. But
organising such markets, and introducing a spirit of competition
- when alien to one’s ideology - was not easy. Secondly, labour
markets needed to be organised. Here, many Western countries -
notably Wuné Germany could offer good advice based on their
own experience. Thirdly, Eu_.b}j‘g and private property would have
to be redistributed - not forgetting that 1living standards
depended on some property and services being provided free of
charge (or almost 80), eg telecommunications, transport links,
education and health care. The basic message was that market
economies should be created without recourse simply to adopting
legislation. Appropriate people (such as the farmers in Poland)
had to be identified in the countries concearned to carry out this
marketisation process. Fourthly, Central and Eastern countries
faced problems of debt and the environment, both of which would
need to tackled. Turning to trade 1links, Delors foraesaw a
continuing role for COMECON - at least in the medium term. The
existing Western and Eastern systems could not be brought
togather 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 following parameters:

1) TRADE: The easiest to deal with. Western European

| countries should open up their economies to Central and
Eastern Europe and development multilateral trade in order
fo integrate both sets of economies. Inevitably, sacrificesa
would be needed on the part of the West.
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11) FINANCE: A centralistic approach was unacceptable. Eurcpe
should not forget about the debt problems in other parts of
the world. Money was available, but was not equitably
distributed; so capital flows needed to be locked at.

iil) CURRENCIES: A combination of weak currencies and high

interest rates had made life difficult - particularly for
Eastern Europe in getting loans.

/——‘)
@ Henceforth, there was a case for a new model of economic

growth to rgg%;g:_.&nﬂh_:glsxsliba:a11;:1c~ 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 period of engagsment
‘before further EC enlargement to embrace tha countries of Cantral
and Eastaern Europe. Patience was needed. Meanvhile, tha EC
should continue to devalop cooperation 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 energy.
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Secretary of State’s Party
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Date
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INDEPENDENT REPORT OF DELORS’ SPEECH, 8-JuLy '~ - _, [
: pai ¢

10 As requested by the Resident Clerk I enclose a copy of the

(front page) article by David Usborne in Saturday’s Independent.

21 As you will see from reading the article, the headline is
nisleading. It is not Delors who warns against unfettered
capitalism but I K Galbraith. Delors apparently spoke off-the-
cuff and /go/.taxi._ig,ygLa_vgg_lable. But there is a short zummary
produced by his spokesman which I also enclose. I have underlined
the sections in the summary which are reflected in the article.

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

&A Q)-L-J J
J Grant ;

cc : N Westcott Esg, ECD(I), FCO
(by fax)
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‘ 5. AN -
$-l-lalon dea P 5. ce 13 Communyits ayigmesmer (Bruze(ies, 08/07,80)

Apres avoir rappeiéd ias taches QUi ont &té confiées & I3 Commission, et
$4 grande humif(tg Intaliectueiia, [a prégicent Dalors & soulligné que
notre effort &tajt Placd sous (g sSigne de g coopératiom, et fon -ce

| "ags{atance. “Nous apprendrons gutant de ceg P3ys que  nous ‘eur
apportearons” .

'l a2 développé trois thémes
1) la probiémat (que d8 !a réforme économique,

2) le |ien ontra catte prob!émattquo 8t (‘erdre économtque Internazlonaf,
3) la dimension politique.

1) Face 4 [‘extracrdinaire diversita des situations, i sagit

=\ @8l “faiice s llen antrg I'action conjoncturelte at 1'&ction
struetureiie : yn simple ajustement a court terme peut &tre tres
colteux sur 1e plan secifal et méme économique - c'est pourquol a

Commission s‘efforce dea mettre |‘accant sur les réformes de structure.
- & la fous d'inciure i‘esprit 98 marché et ge réussic g
décentra|laat lon fnstitutionnelie. L'ssprit de marché est avant tout
un esprit de compétition et l‘organisation dag marchés n-‘agt pag
facilea : 4oy 18 nécessitd de trouver jag endreits ol cet espr(t
oxiste déj4 potentis!iement, comma dans {‘agriculture, et de faciiiter
l‘organisatien d¢-un marchéd de travaiy, fondé sur ta not {on
d'"employablllty“, au risque 4&‘upn accrotssement dy cnémags ; “crest 13
que Jes pays de (‘Est ont le plus @ attendre de nous". La guestion
fa& colite enmmimuy 2UpRortahisae agt é3x tamant fondamantste  coue con
angie BSychologiqua (he pas engendrer des agents Passifs ou opposants
4 la réforme) .

-~ d8 prendre an compte la ciaiectiqua 8ntre cien privéy et Collactifs
“les pays de |'Fst ne devront pas jater l'enfant avec | eay qu bain".

Commeant déclencher un engrenage vertusux 7 Car (e tamps presse, et
deux contraintes fortez pasent sur ces pays

~ l‘éndattement . Y 2 risque que son Poids excassif? annute tesg
offets positifs das dUtres mesuras.

- I‘envlronnement.

L'insart(on dang | ‘écoromie mondiale doit &trae faciittée, mals jes
réssaux d'échanges ne pourrent 4tre modiflés du Jour ay lendemain,
sachant que ces échanges sont fargement fondés ur des proguits de (a
seconde révoiut (on 1noustr(aile.
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2) L& question du nouve! ordre économiques internationa! va &tre regarsée

sous |‘angle

-~ du commerce

- des finances : “;amais, Il n'y a eu autant d'argent dans {e monde, or,
i1 eat Introuvante pour certains ; c'est un cbstacie fondamental! z un
ordre économique équitabie* '

- do la monnale : ta sursnchére constante des taux d'intéréts aggrave
actuel/ement la situation das PVD.

SL 18 monde oeecidental a connu  d 1 annéeg 70 uns vague

d'ul!rallEﬂrallamo. ¢e dernier perd de sa ferce. Le noyvaau modZte da
dsvelepbomont devra 8tre plus respectusux da (a 80! ldar|ie, ge 12 yarTiea
FENRAL q 'F"""‘1‘*3"'r""'T""""""'““'"""'”“"“""'S‘--"

v deg hommeas e ® 'a nature. “Les pays de |'Est, ayant mis

| ‘accs sur les bleng colle 8, fourront Beaucoup apporter de ces point
de vue“.

~

'l s'agit ‘enfin de N8.-pas.confondre économie de marché et capitalisme -
11 pays gur 12 de 1a Communauté app | i quant conomis mixte.

3) La discusaion des mols aui viennent sera dominde par (e concept «a
sécurité, et par la primauté des dfolts de ("homme. A partir de (i, le
Chofx exista sntre (e rbve et 1a réalitéd. Actue!lemsnt, l'extension de
la Communauté serait um rdve : veir la longue adaptation de pays comme {2

Gréce, | 'Espagne et le Portugal ; de plus, “!‘entrée dans !z Communauté
n‘est pas un reméds miracle”.

En attendant, f(a place est ouverte 4 des coepérations muitiples
opération PHARE, gqui vient d‘dtre étendus, perspectives de développement
(accords  d'aegeciation, EUREKA, secteurs des Infrastructures de
transports, des télécommunications, da [‘énargis, ete.).

1 n'y & aucun intérdt & affaibiir la Communauté, pour 4tablir un cadre
institutionne! prématurd. “L‘architecture oe Ia grande Europe sara un
Jou de patience ; je vous conseitle da longuas fiancai(les, fa Communauta
nen sera que plus unte, solidaire et généreuse”.

ChHR

Amitiés,
8runo Dethomas
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unfettered

JACQUES DELORS, the President of the
Luropean Commission, yesterday declared
the™uTtra-Tieral™ ceonomic experiments of
%b‘ﬂﬁtd‘ﬁ(ﬂfdfﬂrﬂlﬁlﬂiﬂ.d&ul and
Hursed EBast Eutope 10 beware the lure of
full-blooded capitalism.

M Delors 10ld a socialist conference on
cconomic reform in Eastern Europe at the
European Pacliament that the world had 10
embark on an “intellectual revolution™ o
overconte interaational indebtedness and
10 query the doetrine of economic growth
{or us own suke.

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

Mr Delors™ advice was eehoed by Profes.
sor | K Gulbraith, of Hanvard, who scorned
the US for giving linke wid white preseribing
i shock transition 10 ungestrained cupitals
s, in spite of the social pain it would
catuse, T showed. he said.  eusual commit-
ment o human deprivation - 10 uacm-
plovinent, inflation wnd disastrously re-
duced living standards . . . Oaly a fow yeurs
of suftering and @il will be weit, ‘Tiis — |
choose my words carefully ~ is insanity,"

Not did the preseription watch eality in
the West, Protessor Galbraith Suggested,
“ (0 Britain Mts Thatcher. wnd until lately in
the US Mr Repgan and his acolytes, have
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Delors warns against
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capitalism

From David Usborne in Brussels .

pictured themselves as arch<cxponents of
unfettered cupitalism. T fact they owe their
criinence to carly geéncrations of socially
minded lcaders who made their citizens
ceonomicatly and socially comfortable.™
dc De ai ¢ relative b
the US and UK ¢
liberalism™ had  failed.

hof
“ultra-
The experiment
causc it did not pro-
ducc the results expected of it”, be said. cit-
ing the budgct deficit crisis in the US. “We
have'to work for a new equitable world cco-
aomic order,” he declared,

An immediale aim must be 10 alleviate
dramarically the debt burden of Eustern
Europe, The current distribution of money
i the world, Mr Delors argued, repre-
sented @ “fantastic obstacic to the resohu-
tion of the world's imbatances™.

He warned the East PN sttes not
o dream of carly entwy into the Europeun
Community but o focus on developing re-
lations with @t through association agrecs
meats. “You must distinguish between the
dieam and the reality. The dream is that the
Community of 12 will, in the acxt two years,
LIOW 10 become one of 24 he said.

B More than 120.000 East German indus-
trial workers stuged wildcat strikes vester-
day i a surge of labour uarest over foars of
uncemployment in a new macket econony,
(o officials said, Reuter ceports.
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