Good intentions
overtaken

by changes in
economic weather

Three years later, in October 1972,
the six heads of government met again,
this time in Paris and with their three
colleagues from the acceding countries
(Britain, Ireland and Denmark), the en-
largement negotiations having succeeded
in the interim. This “summit”, which ap-
pears in retrospect to represent the high-
water mark of faith in an almost automatic
process of European construction, reiter-
ated the Community’s determination
“irreversibly” to achieve an economic and
monetary union and affirmed the intention
of the nine governments “to transform
before the end of the present decade the
whole complex of their relations into a
European union”. EMU had thus become
the touchstone of . progress in the con-
struction of Europe.

The basis for the Economic and
Monetary Union was laid in two Com-
munity decisions taken early in 1971 and
a year later. The main symbol of Euro-
pean unity was to be the progressive
narrowing of the margins within which the
currencies of the member countries might
fluctuate against each other (with a view
to the eventual creation of a European
currency), and this was strengthened by
an elaborate action program designed to
ensure gradual integration of monetary
and conjunctive policy. Measures relating
to fiscal policy and capital movements
were proposed, and institutional innova-
tions were envisaged.

Economic downturn

Unfortunately, these good intentions were
overtaken by a dramatic change in the
world’s economic weather, the first intima-
tions of which occurred within months of
the first Community decision. In May
1971, the Deutschmark, rising through the
permissible margin of fluctuation, was
allowed to float by the German Govern-
ment. This setback was followed a few
months later by the United States balance-
of-payments restrictions of August 15,
which heralded a new era of difficulty and
instability in the world economy. This
change was an unforeseen and ironic cala-
mity at a time when the easier stages of
European integration had been completed
and the adventure into the unknown was
about to begin. It was to test not only the
vaunted ‘“irreversibility” of the Customs
Union but the validity of faith in a politi-
cal destiny for Europe. '
Throughout 1973, the indices of eco-
nomic activity and of inflation deteriorated
together, and towards the end of the year
the energy crisis, precipitated by the price
and production policies of the OPEC
countries, shook an already harassed
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