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°°{‘3" QA -IrSHSéON Brusse|s,. 21 .December . 1988........ ...
EUROPEAN COMMUNITIES JDx/cf

OFFICE OF THE PRESIDENT

Dear Gunter and Tommaso,

Please find attached our comments on sactlon 4 of the redraft of part
111, As you will see, we have written our comments In the margin for
section 4, |.e. for the detalls of the two scenarlos.

For presentational reasons It I3 easlier |f these two scenarlos could be
presented side by side Instead of sequentlally. We have done this and
compresged the text, and attach the resulit.

Perhaps sectlong 1 to 3 would be clearer If thelr order was changsd to
put the existing sectlon 2 = "how to proceed" after the other two
gections. There could algo be a clearer coharence between the
princliples and the scenarios. We have tried a radraft, which you wil|

find attached.

The main dlffarences are:-

1. A change In the order. The principles are followed by their
appllcation to the two scenarios: and then the consequences of
thege stepa for the Treaty follow.

2., An attempt to apply the principles more directly to the scenarios,
and to explain the differences betweasn the scenarlos In terms of

the principles.
3. A redraft of the conglderations on the calandar.
4. A further emphasls of the ldea of Instltutional and functional

dynamism within stages. This l& also taken up in some of the
suggested modiflicatlons to sectlion 4,

Best regards.

\ Yours sincerely,

J.P. MINGASSON Joly DIXON

Provisional addreaa: Telephong: Telex: Telagraphic address:
Rue de ia Loi 200 Diract line: 235. ... COMEU B 21877 COMEUR Brusaels
B-1048 Brussals Telapnone sxchange: 235 11 11
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CONCRETE STEPS TOWARDS ECONOMIC AND MONETARY UNION

Principles governing a step-by-step approach

The request made by the European Councl| to the Commlttse to study
"econcrete steps” reflects the awareness that an ecohomic and
monetary unlon, as outllned In Part 1| of thls Report, Is too
profound a change In the economlc and Institutional structure of
the Community to be reallsed at one stroke. Households,
corporations, unlons and public administrations wili need time to
adapt their economic behaviour to a new setting. Simllarly, It wiil
not be posslible to attribute new powers to the Community at once In
all fields. Rather, it wlil be necessary to bulld on success and to
retaln the posslbllity of corrécting the course of actlion In the
llght of new experiences.

The ambltion, but alego the complexity, of the final objective of
economlc and monetary unlon reinforce the need to deflne clearly
the process whilch Is to |ead to European economic and monetary
unificatfon, The present dlversity Iin the situations of the
different European countrles and the varlety of areas Invoived -
which go well beyond the economic and monetary sphere - make [t
necessary to be both c¢lear and preclise concerning the path to be

mapped out.

The Committee Is of the view that In addition to the principle of

subsidliarity explained earller In this Report a number of other
conslderations should be taken Into account In designing a step-by-

-step approach to monetary unlon.

Ne
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1)

D

Discrete but evolutionary steps

The process of implementing economic and monetary union
wlll have to be divided Iinto a !Imlted number of clearly
deflined stages. Each stage will have to represent a
significant change Wlth respect to the preceding one. New
arrangements coming I[nto force at the beginning of each
stage wll| gradually develop thelr effects and bring about
a changs In economic reality so as to pave the way for the
next phase. This evolutionary development within each stage
will apply to both functional and Instltutional

developments.

Paralel!ism

Paralle! advancement In many Interrelated areas Is an
Indispensable prerequesite for the avolidance of imbalances
which could cayse economlc stralns and loss of political
support for the continulng process of developing the
Community Into an economic and monetary union. Perfect
parallel ism, however, at each and svery point of time Is
Imposs|ble and could even be counterproductive. Already In
the past, the advancement of the Community In certaln areas
has been combined with temporary standstill In others, thus
involving a process of only partial paralliellem. A certaln
amount of temporary deviations from paralleilsm |s part of
the dynami¢ evolutlonary process of the Community. However,
paralielism has to be maintained In the medlum term.

ol
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)

iv)

Calendar

The Committes considers that the conditlons for moving from
stage to stage cannot be deflined in advance. They depend on
too many factors to permit the announcement of oxplicit
deadlines., The timing of eapeclally, the move to
Irrevocably flxed exchange rates wlll have to be Judged In
the light of circumstances by those responsible, Including
the Center for economlc pollcy co-ordination (CEPC) and the
European System of Central Banks (ESCB), which will /have
been created In the second stage.

A clear commltment to the final! stage, as described In Part
Il of this Report I8 however Indispensable. There should
also be & clear Indlecation of the timing of the flrst step.
It =should begin when the Dlirective for the fulli
Ilberallgation of capltal movements comes into force, and
there should be a presumptlon that It wlil not last beyond

the end of 1992,

Indivigibllity and Graduallism

As has been sald above, progress 8hould be both
evolutlonary and step-by-step. Thare has to be a balance
betweon the need to make slignlflcant steps and the need for
gradualism. In achlev ng thls balance, |t should be
recognised that in certaln specliflc areas the ultimate
responsliblilty for glven pollcy declislons, [f not
operational dutles, has to be clear|y deflned. Unless It Is
unmistakable who (l.e. whether national governments or the
Community; which organ or Instltutign} has the "last word",
there Is a risk of policy confllct&parket uncertalnty, and

po Ller—sontiet,

Z5u
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v)

Participatlion

There Iis one Community, but not all the members have
participated fully In all Its aspects from the beginning.
So far this has mainly been the consequence of success|ve
enlargements and, for the EMS, of the decislon of some
countrles not to Joln the exchange rate agreement, A
consensus on the flnal obJectives of the Communlity, as well
as particlpatlion In the same set of Instltutlons, should be
maintained, while allowing for a degree of flexlbi|lty
concerning the date on which some member countries Joln
certaln arrangsments. The management of each set of
arrangements should be the responslibliity of those who
fully particlipate in |t.

Iwo Scenarlos In Three Steps

What follows are two scenarlios based on the above princlples. Each
has three distinct steps towards economic and monstary unlon.

There are many similaritles between the two scenarios. In both

scenarlos:

1

1)

NP

each stage stage represents a significant change with
respect to tha precending one, and allows for functional
and Instltutlionsal developmeqj.wlthln each stage;

there are parallel developments on the economic and

monetary sldes;

no precise calendar ls glven for moving from step to step,
but In both cases stage one would begln with the coming
into force of the Directive for the full !iberalisation of

capltal movements;






