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fTlote by Mr L Alrey T _. ) * ”_ e
- At the first mesting of the Grovp, tho Chalyman invited members, if
they wished, to subwilt pepers. solting oub theid vicws about the second
stage of economic and monetury uwnion (EMU).  This mobte reBponds to
- that request by putting forward certain supgestlons on a tenbative aud
peraonal basis, It is not, therelore, 1u{emﬂqd Ho rsprasent th@ .
ﬁeflnltiVB pOBliJOR ot fho UK Governmnnuo . p,‘“ ,,»' - :

=" U

2. The supgestlons araw heavwiy on the two relevant and extremﬂlf
uae ful communicatxcns‘from the Commissicn to the councll (documeqts ,
COM(73) 570 Tinal end COH(?ﬁ) 1099) and are based on the Oommlsn1on 5 )
- agsumpbion that the second stage should last from1Januaﬁy, 49 to
- %1 Deceubexr1976. In broad accordance with the c]assxfication edopted
by the Commission, they are grouped under seven main headings: improved
co~ordination procediires; exbternal monetary mabters; structural pollcle
tax harmonisation; capltdi nexket; the Community budget; snd Cormunity’
institutions. In those areas.-in which the Group's terms of reference
require it to produce detalled proposals (eg improved GOwordlnatzon
procedures), the suggostions are put forvward es possible concrete
" measures for the cedond stage; bubt in those aveas where the Group iz
~asked not to duplicéte detailed work being undertsken elsewhere (eg
‘structural p011c1es), the suggestlons are more in the nature of gbneral
stotements which might appropriately flgure in the Group's report;
and in the aresa of éxternal monetary matters, the suggestions are |
“subject to detdiled technical elaboration by the competenﬁ bodies.
Almost all of them have as their Justification one or more of the
following five obJectives:. :

i, - the need to build on snd formalise the progress achieved in
‘the first stage; B A -
ii. the need to reinforce the'measureé adopted in the firét'stagé
by a compreheu91ve package of further measures which pays full
'regard to the agreed principle of parallelisms: o

o . CONFIDENTIAL |




.. T _ Tmproved GGQQrdination‘Procedureq ' e D . L
- - o ;

.. % In the course of the fmrsy stage, mainly ss a result of tha Ccunwml
~ Resolution of 22 March 46?1, the Community hasg created an elaborate ‘
system of Minisborial and officisl procedwres Lo couordlnating economlc‘i

idil. the need to inerease involvomony by LhG GGM‘UHEEY aq 8 w%olo
in the procences of po?i¢y formulntion in wember states and to
"prepara the ground for tranefers of responsivility to Commun;ty
1n5t1tutloﬁs, '
;- 1ve to thot end, the need Ho adopl cengistons definitions and
,methodolog:e& for the formulaulon of economic and nonﬂtary poJ clea
in member stages; and
v. the need in cevbain importout avens %o mele sbudios aﬁ&ﬁdr&w .
up blueprints on the basis of vh*eh,ba plan for the full™
achicvement of EMU, " / SRR

[ e T . . . .
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and monetary policigs in member states ¢n accordance w1th,Commun3ty
objecltives. Vhat is needed most in the second stageAis to make thage..

: procedures work more effectxvelya There are-twoe requirements for this.

. Bocondly, ways must beidevised of ensuring that the implementation

i_ vwhich will be necessary for the full achievement of EMU.

_&aré,obliged to Justify their actions to their partners; and that .the
Community ‘is in a position to dring some form of sanction to bear on X
member states who do not so Justify themselves. In eddition, the ;

LR The following suggestions are- put forward with these considerations

Firasl, the forecastlng and analytical basis on which Community dlscu981onl
of economic and monetary-pollcleg toke place must be improved. This 19

an essential precondit;on for moling the economlc and monebary policy F

guidelines sufficiently specific, comprehensive and soundly&baseda
of the guidelines din each mnembor stalte is properly monitored; that . 8
nember states whose po;icles depart sipnificantly from the guidellnes

second stage should be the time in which the Community prepares for the
degree of haxrmonisation of planning methods and policy. instruments

in mind,
&

B General Cowordlnatlon Procedures

- -

- 1) Roll1ng three year programmes ghould be drawn up each yeaxr forg;

!
CONFIDENTIAL o _ . S

.."""’1 e L




co-ordinating relations Leotwoen nabionat L ostabietieal institubes,

Jpolicy guidelines for the Communiitye

“be developed and intn?rurod vithin the coeordinnlion procedures.
The Commission ghouvdd mowiior both the key indicators and the -

*

the Statistical 0ffico of the Luwropean nguninies and other
intereated depawtnents of the Comuissich, da the linss of tha
rroposals discuased at thoe CGoufersnceo of Dilrectoreg=Gonersl of

" national statisticel insiitutes. _ ' :

(2) Rolling five year quantitaiive prﬁjeﬂti@nﬂ should be drsvm up
cach year. On the bagls of thene, and rgcommendationa by the o
Comuission, the Council shouild edopt ornually mﬂdlum«terw economic

(3) - The responsibilitics of tho proponed Buropéan Institulin for
Teononic Anolysis and Hesearch should include the preperation at
least once a yesr of independent short-lLorm forecasts for the i
Community e9.e vhole snd the sepsrato menbor states. Thiéso |

forccants should bo gsubnitted to the Council and the Comnlesion,
which ghould take them inbo ascount in submitiing its policy . H
recommendations to the Council &g a boasis for the determination of v
ghort-tornm econowlic policy guldﬁzlneu fow the Communlty and tho

it o

sepacate membeox st&tcse‘ : , T

:

R Rt T S,

(%) The existing systen of koy 1ndmcator ("cllgnotants")fihould-Ji

implementation of -tho shoxrt-teram econcnic policy guldelines in-the
menber states. Serious departures from the guidelinepy or ;
specified movement of the indicators, in one or more: meriber etatos
should trigger consulitations in the apprdvriste cemmittess, under
the ouspilces of thd Steering Group for the Co-ordination of Shorte

ERITI ek i ey
eI T

'.Term Economic end Finsncial Polic¢eae R

(5) 1In the- course: ﬂf those conqultationﬁs onceo trlggered the

. menber state-or stabon Boncemiod ghould Justify their polwcmos to

their partners. A.report should then bo made to the Coumeil;who
should if necessary moke spacifie policy recommendations to ithe . F

Juenmber atate or states concerncd. In certain circumstonces

thereafter, the Council should be able o impose senctlons perhupo o '

~relating to access to credit and to interest rates .on balancoes hnjd

(6) The Council should adopt the proposed directive on stablllty,

“... with the Furopean Monetary Co-oporation Fand. : . t
!
E

be

" all member governments to male errsngements to ensure that they

. &nd time horizons) in membex ﬂtatea,

- (8) Tne determination of budgetery guidelines for member statos,
‘and the monitoring of budgetery performange throughout the yeor,
-Bhould be contxnued and iwproved.

growth and full cuploynment by 30 June 1974. This should require
have at their disposal a sufficient range of economic :nstrumenté‘,

and regulators to be able to implement as quickly as possible those
economic policy guidelines that the Council may decide to adopt. :

Budgetary Policy Co~ordination | - | - :
(?) The technical work that the Budgetary Eblicy Committee alreed.

. has in hand should Ve intensified so that in the course of the P
- pecond stage substantial progress is made towards the harmonisatior

of public expendijure planning procedures (deflnmtlons, nethodolory: -

A
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- (9) Thare Hdﬂhﬁd Do remrler oonsulbolion dihond o Lﬂﬁlic&“ions
of phortetory uua#@GaT“ finsnclng in woiher slabes. . ,

(10) A stuﬁy ghould be wnderdaken by the hum"‘hlﬁy Polley Comnities
to devise meens of improving the wey In which the fmpact of
budgetery policies on the real OO in mapmnr atatcb 1.3 WGDuuFCQ,

¢  Domestile Monetary Polloy Co-ordination

'.-, ) - .
C{11) Monetary guidelines for each menbel stk o ehould ba o
detvermined and monLtm:“d annuvally, : o

(12) To this end, the Monebars Conmitbes and the Board of Govefnorf
of the European Monotary Comopcwn Lon Fund, (EFPP) showld dgree the
adoption of a consistent QETJBLLLOM of the uamn monetaly sgeragaten
in member stotes. :

(13) A studv should Ie undertc om undah Eho auspices of tha

between the monetary ap?;egate and Lhn P a’ ocongmy in membcr ptnt’
and of the way in wihich Che mOuGbOUy instrmerits in the mewber state
alfect the monetary sgpregates; such a sbudy showld aim to improve
the basis on which monebary guidelines ave drawn up and to help in
assessing the extent o which monetavy L urumentﬂ may need tq be

|
narmonised in full EMV. | co %
f

- -

- 11 External.ﬂbnet&ﬁ# Mattons - IR
5« The Council has requesbed the Howctsvy Gommi“tee and the Board,
1 of Governors of the. Europecan Monetary COwOﬁer&blOH Fund (EMCF) for L
detailed technical cémmen% end. advice on tho Gommiasion 8 suggestions {E
on-the adjustment of. shortuterm.monetary support arrangements and the - i
conditions for the progressive pooling of rosorves.' containéd in B
* docwnent COM(73)1099. It would be irappropriate for the Group to-
- peok to pre-enpt puch advice. On the other hand, in its report to
the Comeittes of Permanant Representatives, the Group will doubtlesa
- wigh to recommend thé broad lines of a sugpested approach to these
mattera in the course of the second stage. The sugpestions which
+ follow attempt to met forth such an apprbacha They are all,*of‘course;
subject to detailed technical advice and elaboration from the Monetery.

Comnittee and the Board of Governors of tho L'MGFo
(14) The EMCF should be endowed withe

8 an equity capital in COmmunlty currencies;-J‘

T

\\

“b. . a proportion of the reserve agsgets of member Btatea, Cg
of amoynts to be determined. Turther endowmente of reserve assets |
_should o made at later stages. e e
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(153 The avzﬁni*lw& % ﬁﬂﬂ undd of
" pate of inberest peyedble shovld e
~on the ENCEF denomxnx,cd i vodts on ccaﬁlﬁu
!3.‘3 4 reserve ABLEOU.,.

- ; ; & CJI’L.‘U‘
f“‘clé be wecapbable |

i (16) A short-tern credlt facility, on tle 1inos propossd by Lho
e é aloo Le a fisthon

. Comuigalon, should be anrﬂdv\"ua.
—~ . facility, as referred to i the Cowmin:

(17) Mhe EMCF huolu monitor the on HUCVLOE Al

scheme ("the snake®) and the pabiern of onc 2 ;
menber states! CULYOMCWG&g and malce ﬁccummru-1+mana £0 uh@

Council as neceuamJa fa

(18) The Monetarv Committeo ln sssoclation with the Gommlssion ot

should report by 30 June 1974 on the prospects for~&v'1ﬁv1ng 8. 5
greater degree of equal sxchenge control pretechlen in all membon © |
states in regard to capital | movements $o ond Trom thivd couvrtiylesy
as a first step towords greaten ltbe'alnqat on of capltel o

movements wibthin the Cogmunity. 3 g T
0l {"

(19) The Nonebary Gomm1 ttes in assoclation with the Wommisslan’
should report by 30 dune 1974 on possible ways of improving

eonbtrol over shori~temm capital movements both wis bln the‘Commantv

and in relation Yo Third couwntries.: o

IIl Stru¢tura1 POTLGIG

L

6 The detaila of the stractural and erloual policlea mhxch will
forin part of the second stage will not be for the Group to pursuea
However, the Group's terms of referencoe requlre it to tako bgond
account of the relevence to its work of pollcias in this field.
‘Viith this in mind, the following euggestions are put forward for .
‘possible inclusion in the Group's report. o

(20) The importance of structural and reglonal policies for the
achievement of EMU should be reaffirmed.. The Medium Term -
.Economic Policy Committiee should draw up a list of indicators of
structural convergence between member states' economies,

Movements in these indicatoxrs should be monitored by the Cdmmissionii

snd attentlon paid to them 1u conszdorlng Turther progress
towexrds EMU.

' (21) Decisions on regional and social policy should be adopted
by 34 December 1973,

(22) The Commission should report by 50 Jﬁne 4974 on the - details
of 1%8 proposed scheme for Communitry support for unenployment

. allowanchs, designed to promote equlllbratwng transfers of
- resources betweon member states. . _ o b

h ONBTOENNTAY,
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~"should be undertaken of the exbeat to which that programme of Gex -

_of taxes in this’ respect and wowld, therefore, need %o be. preceded

" in the Group B Teport ard bherefore as follows:

- harmonising the practices of companien, financial instltutlons obc. [

IV Tos ) }tbﬁﬂﬁﬁriij’ tion B ‘

P

7. Tax harmonlsation la an sres, lile {thab of stoweburad pollelos,

where the Group must Te coraful nol e duniicebe woiklk already being _

L

i
- undextaken elsevwhero. Howeve wy dan lte report, the Group will pvobauly
—~yiph to stréss.%ha'couﬁiﬂuc& impoctines of perﬁ1uG on with the-

Cowneil'n programﬁé for harmonising Lho stovelbure of certain ind¢reet '
taxes and of corporatiion tax. - lorveover, the Grovp might alsa like
to proposs that in the courge of the sceond stoge a debailed stuﬂy

harmonisation might necd to bo further developed for the full

- achievemont of EMU. Sueh a &uudy would needg- snong-other Lhings,

to teke into account the lmportence of texes s instrumente of -
economic managenment ip Thenember states and to bear In wind thet
attempts to harnonisge taxralics would newtralize thoe effectxvenesa';‘_

o
T e

by the esbablishment of albernsotive instvuments of ecﬁnemlc
nanagement at Commanity levelo o

e

-1'.

'8, The auggastions iﬁ thg ares of tax harmoniaation for inclusion

. B
. .

. (23) A study should be undeftaken to see if further tex
‘harmonisation is. desirable for ths full achievement of EHU, beariﬂg
in mind the iwportance of taxes as instruments of economic
nanagement and the consequent noed to develop alternaitlve Community
“instruments before harmoniqwng national tax rates, . o iEh

(24) Tho hurmoniaation of tho structure of corporation tox should
be vigoroualy pursued along the lines already spreed and under Cf

discussion elsewhere. ‘ \ I

(25) The Council's programme for harmoni.sing the structure of
thoge indirect taxes which are to be retained on a Community
basis -~ those on mineral oils, manufactured tobacco, alcohol,
beer, wine and valuve added ~ ghould be vigorously pursued.

g

(26) The Commisslon should continua to pursue the work that it
- has alraady put 1n hand on the control of tax av01dance and evasion.

Y The Gapltal Maiket . .. L SRR

9. There hewe already been jmportant reports on the quastion of )
harmonising capital markets and much detailed work is in hand on - 3

- b
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" establish equilibrium.

" work in the aveas coverad by the Jollowing

~¥T Tha Comnunibv Budget

- mind 1ts rolative. insagnificanoe compared with national budpets at

' -.stqga and the followmng propoqal ig framed with this in minao

-4, Several of the suggestions made above would, if-aceepted,'lea

thet L6 werdd be denlieehls to stimulate

Howavour, the Group may feel
L Two sugle %iansﬁJ

{27) Tu the course of the second siaga, the rounell rhoula adopt
rules o improvm disclosurs of dnfommation by coqpanuus and unlt

7 and Investment 1 ruﬁts in merber stabes. S
Lon ﬂhr*ld sl 1L ol QyﬁQuj“ by B4 December 49?& on

~  (28) The Commiss
ways dn which tlie naticnal vules 3
of banks and othoxr fivanclel tﬂ“uLtutJGid shguﬁg be mddo:.fs‘

"Eransparent®. ! PR - ; )

LN

! -~ '

410, The cormiaaioa“s commmian Lo M Whe C'cnmn"? 5ommanu OOM('?,) w'?D

Finel, rightly recognloed the lmpovtardt role vhjcn the Cemmunhty budrbr
" The Commission

will need to play in tib fui‘l achievement of EiMU.

[

iy
i

stressed that, in the course of the second shage, the budget  should be L
" ninde more flexible and that new fumetions '

asaigned tvo it, should ba

e
directed firat end foremost at social {ransfers and transfers to ) [
This raises fundemental quostions about the

y povernLag the nexmxttod investments |

2
;-.,

#-"."
i

"

place of the Communitx‘budgat in full EMU, bearing partlcularly in 7g£.
i’-;

predent, T would soem desirable Ior {the Coumunity Yo undertake 8,
study in depth of these crucial issues in Lhe course of the becond

L —

(29) In the oourse of the second stage, the competenm bodies of th
Community should*prepare a report on the way in which the Gommunitya
budget could be developed Into a flewible instrument of economac E
managenment; approprlate to the full achievement .of EMU. - '

VIT Gommunatv Instiiutions

A

T S gy

T gt B ',,,A,,\m._ﬁﬁ‘.

to an important strengthening of Community institutions. In partic
‘a good start would be made in devéloping the role of the EMCP into tha
of a major Community 1nst1tution, and, in being. given an independen
r35ponsibllity for forecaﬂtlng, the Iuropean ITnstitute for Dconomlc
Analysls antl Research would be in a position tvo pley a paxt in the
gradual process of increasing the extent to which responsidility for t
management of national econom:es is assumed by the Gommunity as a whol::
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wlapnent of Commuwidy:

[ R &
FULos At the now o) 'tﬂ {L,'.fi 5 owLhb

126 Other imyafzant ﬁvaéiiam@ s

inetivutions are undér fen e con
containly the case ia ragard o the tquk“truﬂ a debailed propesals

ifor s?ﬂcn@theniﬁg the Wigetory powses of the Furepesn Parklement and,

_tlo views on this matisn whwrh the Porlicment hag lteeld expregaci.

It way, therefors,y be fell inesppropriute foi The Grouy to mgké '
puggcations in this aves except Ln tho nost geﬁeral tarma;_éﬁd the i
Bugveatlon below ig therofore Lermmmlated in such terng, Tho pocond
uggent1on ig ained st the pcbu1b11¢uy ofl 5\0 vioﬁ fsteiyle r&b;onnllna{%o*

“of tho existing economic ead Dlacnclal sonmlites ﬂb”ﬂﬁti 0y Whic h kX

of course of vitul lULﬁ?ﬁdL 5 to the G?feﬁtxvﬁ COmb@aﬁn&Lion of economi

"ﬁolicieﬂa Ard the thfr&'ﬁuwwrrt"? ratoes the posalbility of- sbtt¢nw _
0

up new Community 1nst1ta%gun8 for export eredit insuvrance end Lue

financing of export cw Alta, beering in mind that, by the thU 0¢ the
full achievenent of ILMU, thene nmetters will need to have become '

P

'y

(30) The powers of the Im?opbaﬁ Pn*li&wonf in xmlation to the
Community budged: should, where posuij99 be strengthened, in
particuler throuph the  establislment of a Public Accounts.

" Comnittee {as envieaked by the Pa:rnumcnb) in ssscciation with

luprovements in the errangements for audit of Communaty '
expendmﬁurue' : _ \ . O

(31) The role of the Steering Group for the Co=ordinwicn of
v Short-Term Econonic and Finaneial Policies in repgard to the .
worls of the other economic and finonciael commlttees in .
co=ordinating mnembor atates' economic end fiwancial policieﬂ
should be stredgthenced, ag should itn role in regard to the
preparvation of moetings of the Council (Finonce Hinisters). The -
btearing Group should report to the Council by 30 June 1974 on
the prosent structure of official economic and finencial
comnittees, with recommcndatlons, it necessary, for Jts

improvement.

(52) Tha competent Community bodies shculd report before the end |
. of the second stage on the possibility of sotting up Community
. dingtitutions fLor export credit insurwace ana Gommun;ty finanulng
of export credlts. ’ . .

|

|

CGnclusion o o o , : f.‘ o
| ) F

13, I should welcome my colleagues' comments on the auggestions above,
which I will of course be happy to Smplily and, clarify in discussion.

L}
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