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New version of para 63

Insert

63. In the economic field t ouncil and
[with some involvement of t uropean parl
reinforce their action aloni ree lines,

Firgtly, in the fields| of the ting e mar
competition policy the results attalned throu
implementation of the single market programme wo
consolidated and, wherever neefl, completed.

Secondly, an evaluatioam of the 1mplamcltation
"Brussels package" would be de and a ne
structural and regional actipns would be| .
provided with enlarged resources for sy

structural policies of the 'member pstatps. Comn

investment programmes in regearch and
would be strengthened.

Thirdly, in the area of| macroecopomip polic
provisions set up in the first stage through the r
of the 1974 Decision would be lfurther strengthened
adoption of guidelines with 'gualified mafjority.
this procedure the Community would:

- set a medium-term framewokk [for key ennno ic ij
with a follow-up procedure for monitpring
and intervening when significant deviatio :
- set progressively more precise - alchough
binding - rules relating to the size pft bhdget «
and their financing;
- on the basis of its present wepresenthtiou (thr

member states or the Commigsion) in the| various

would take a more active role as a single| entit

for international pelicy cpordination, the C
economi¢c and exchange rate onld.

66. In the economic field the ttﬂ&sition to tth £in
would be marked by three develiopments.

Firstly, there would be further itgength_
structural and regional p licies of ¢ Cos
Instruments and resources would be adapted to t
of the economic and monetary ion.

Secondly, the rules and procedures of the Ce
in the macroeconomic and bﬂdjgtary field would &
binding character.

In particular,
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equirabie discribetion of prosperity are therefors an  indispansabia 7 By
3 —ronploment $o & singla marker. Indeed, the need ta back wp tha remowel of = = = == ===000

markst bavriers by a strengthaniag of cosson regiocal and structursl

policies was clearly recognised in the Brussels package of measures agreed

in Tebreary 1988.
o=
g
]
& 12. The success of the internal wmarket programme thus hinges to a
% decisive extent oa a much closer co-ordination of pational economic
5

that in essence a numbar of the staps towards economic and monetary union
»iil already have ro be csken in the course cf establishing a single market
in Burcpe. It also implies that serious comsideration should be given o

the limics of voluntary co—ordipation. Policy decisions Faced by national

NG, e
*

authorities in the economic as well as in the monetary field are subhject tao
s0 many pressoures and institutional constraimts that even the best effores

to choose a course of action that is wmindful oF in:ern:tional reyer:ussions

"~ and influences at Crimes ;- bound to fail. By giving wuncertaim or "‘7‘67!:2. <
camtradickory sigaals to wariot pasticipents amd by gemararing divergear
trends, a failure im co-operation would weaksn the single market and creale
the danger of negative chain veactions. This is wby an entirely voluntary
opature of the procedures woold be too fragile a foundation to build
rmanentiy on in the necessary increase in co—ordination.
.;L_{ 43 will be explained in Part 1T of the Report, an ecopomic _an H /2. &;S
monerary union ercompasses a common market for persons, goods, services and
capital, 8 single currency area and a set of arrangements designed to
ensure 8 coherent and gffective economic management for the Community as a

whole. In this sense economic and mometary union will adé to the intexnsl
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market prograsne Lwo principal elements. Firmscly, it will set up explicitly

0T

a policy framework which will replace che present ad hoc procedures Ear

D7

voluntary pelicy co-oréination by a syscem defining clearly che
distribution of policy responsibilities exercised at the Communiby and the
nationsl levels, and thereby guarantee a consistent economic management.

Secondly, it will create a single curtency area through an irrevocable

Ll ddosil )

locking of exchange rates or the introduction of s single currency, and

thereby enhance strongly the patential of the sinplte market.

AL lroami . T
A though—n-pany cetpectya—aat iSenl—Lo

create a markat without internal frontlers, cthe move towards ecomomic and
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palicy in such sreas as internal and external security, justice, social
security, education, and hence on tba level and cosmposition of government

~ awide from the yretem of biodiog rules governing che size and the fisancing

rax  oonld remsin  rhe of
pEaaam

member states sven at the fipal stage of ecomomic ané monetary omicn. Qaly
if the provision of major public goods constituting the bulk of public
sectar’ activity wers to a large extent attributed Co the Commmity Llevel

However, sn economic and monetary vniom could only operste on the
basis of mutually :mi_sten: and scond behaviour by EOVermments, unions| and
other ecmi-c ; agents in  all member countries. In  particular,
unco—ordinated and divergent national budgetary policies would oot only
undermine mooetary, stability, but wonld| also penerate imbalances in the
real and financial sectors of the Commmity and render it iopossible to
pursue appropriate macro-economic policies for the Community as a whole.

“8imilarly, stroag divergences 1u wage LlLevels not justifisd by differenc
teends in productivity would produce economic tensions sxd prassures for
mWeNAtATy expansico.

To some extent market forces would exert a disciplimary influence
becsuse f£inancis]l markets, consumers and investors would respond to
differences in macro-—economic developments in individual countriss and
regions, assess the budgetary and financial position of  different
countries, penalise deviations from commoniy agreed Fiscal guidelines or
vage settlemants, and thus would exert pressure for sounder palicies.
Bowever, expevience suggests that markat parceptions do nat necessarily
provide strong and compelling signals and that access to-a large czpital
marhket may for some time §f facilitate the Einancing of economic imbalances.
Bather than lsading to "a gradual adaptation of borrowing coscs, market
views about the credicworthiness af official borrowers tend to change
abruptly and result in the closure of access to macket financing. The
constraints imposed by marker forces might eicher Sa too slow and weak aoc
ton sudden and disruptave. This is why countries will have co accept [thac
sharing s common market and a sipgle currency area imposes poiicy
consoraings.

In the general mscro-economic field, an oversll assessment of the
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short—term and sedium-cerm economic develapeents of the Communtity should be

o



- 34 -

————————— it—would bo -essential that _marhat peslicipants _become-bettee aequeinted

with the eco and that, as a2 result of a merket-determined process, the use

the Community. #As [er a3 the officiazl ecu was concerned, the Committee felt
that, spact from increasisg the operatiocs in official ecus within the EMS

of the ecu in Finaocial and commercial tesmsactiona would spread theoughout

e i ogm ey Erouy o - —Boldary, b AT T ORIy

be employed as an  instrument of monetary policy co-ocrdinacion at an
advanced stage of integration. Ax far as the private ecu was concermed, a
number of promotional measnres could de envisaged which would encourage| its

1R e Ry

— e in privare markecs:
The Commictee's conclusions end propogsls regarding this
o important subject ara o be found in several parts of rthe Reporc. They
concern both the final phase and the intermediate stages of the econcmic
and wonetary union. For expositionel convenience the conclusions are

(e (S ==y

sumnarised here in four propositivas.

49. Firscly, the Committee was of the opinion thart the ecu should

develop into  Ehe future cur.renczn of__the Co—;itx. Althoogh a wmonevary
mies doce el assassarily imply a singie carvensy, ASESET eccamsmic,
political and psychological ceasons suggest that 4 cingie curreacy would be

a natural and desirable feature of a monetary wnion. A declaration that the
ecu should develop into the future currency of the Community is degirabla.
[t would assure ‘private agents that there would be no discontinuity between
the present ecu and the single currency of the uniom and that ecw
obligations would be payable at face value in ecu if the transition t¢ the

single currency had been made at the time of the maturity of the contract.

50. Secondly, the Commicree considered the possibility of adopring a

T Y R I T ey Sy S

b process. According to this approach the definition of the ecu as a basket
b of currencies wouléd be abandoned ar  an early stage and the new
fully-fledged currency, cailed ecu, would be crested auconomously and
tsswed i1n addition to the existing Community currencies. The new ecu would

be a parallel curreacy in the sense that it circulated alongside national

o S

that vhe gradual crowding-ost of national currencies by the ecu would atlow

Lo circumvent the imstiturdional and economic difficukties of establishing a

- g

parallel currency sirstegy &5 a way to the pace of the monetary union {ﬁ-{ KR : : [/
¥

currencles and competed with them. The proponents of this strategy mesnssin. =——" < yﬁ&[’é
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53. The secoad stege cowld begin wben the Treaty has come inro farce.
This weuld iavolwve the construction of the institutional framework af the

~38 -~

operational functions te the Cosmunity institutions. This “W a
period of tremsition to the final stage and timsiss)characterised primarily
by a training precess leading to a collective decision—wmaking, without,

z Y. _
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the national lavel.
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36. The final stage would commence with the mowe to irrevecably

locked exchange tate and the attribution of chose mopetary and economic

competences to Community ipstitutions that bave been described in Pert IT

of the Report. Ino the course of the final stsge the natiocnsl currencies
would evencually be replaced by the BCU as the Commmunicy's sole currency.
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w the imstilelional Field there woulid be rhe full sttribution of
comperences to Community institutions, as foreseen in the Treary.

3 zhe Couacil of Hinistars ond he Coess onieon

(in eo-ﬁ,erat ion with the Eurcpean Parliament] would have the antharity to
taks directly enforceable decisioms, i.e.:

PR 2inte—on-notional -budgoss-50-the calant—Se—whieh—
et oo - = o r o L

this is anecessary o prevent imbalances that may threacen
__ monetary stabilirys; ek,

- to make discreticnary ch:.nges {bhtouah a p:ocedure to be defined)
in Coemunity rescurces Lo supplement structural transfers to
Hember States or to ianflueace the overall goli.c;r stance in the
Commnity}

= o propose discretionary changes {(chrough a procedure rto be

“defined) in the level of harmonised taxation ratas:

- to apply sose form of comditionality o existing Comsugity
structural policies and to Community 1loans (as a substitute for
the present medium-term loans facilicy);

67. In the monetary fielderhe irvevacable ankmg a_;,acﬁfnse cates
would come into sffect znd thefESCA would fully -seesml 1ts responsibilities

as foceseen ia the Treaty and described in Par:t If. In particular:

- corcurrent with the announcement of icrrevocable fixing of
parities  between the Commun:ty currencies, e RS
SRS Sy hagiigs tornmiation and implementation of monetary
policy in zhe Community would be,!_-‘—-"" ettt e A ek :

- EESTREERIC exchazge marker interventioos ia third currencies

would be mace entirely under the <responsibility of zhe ESCB

Council 1n accordance with Community exchange rate palicy; che
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