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I
EXTRACTS FROM THE TREATY

FOUNDING THE EUROPEAN ECONOMIC COMMUNITY




THE PRINCIPLES: THE ESTABLISHMENT OF THE INTERNAL MARKET

Article §al

The Community shall adopt measures with the aim of progressively cstablishing the internal market
over a period expiring on 31 December 1992, in accordance with the provisions of this Article and of
Articles 8b, 8c, 28, 57(2), 59, 70 (1}, 84, 99, loca and 1ocb 2nd without prejudice to the other
provisions of this Treaty.

The internal market shall comprise an area without internal frontiers in which the free movement of
goods, persons, services and capital is ensured in accordance with the provisions of this Treaty,

Article 8

The Commission shall report to the Council before 31 December 1988 and again before 31 December
1990 on the progress made towards achieving the internal tnarket within the time limit fixed in
Article 8a.

The Council, acting by a qualified majority on a proposal from the Commission, shall determine the
guidelines and conditions necessary to ensure balanced progress in all the sectors concerned,

Article 83

When drawing up its proposal with a view to achieving the objectives set out in Article 8a, the
Commission shall take into account the extent of the effort that certain economies showing
differences in development will have to sustain during the period of establishment of the internal
market and it may propose appropriate provisions.

If these provisions take the form of derogations, they must be of a temporary nature and must cause
the least possible disturbance to the functioning of the common market.

! Article added by Article 13 of the Single Buropean Act.
2 Awticle added by Artcle rq of the Single Buropean Acr.
3 Article added by Asticle 15 of the Single European Act.




FREE MOVEMENT OF CAPITAL

Article 67

1. During the transitional period and to the extent necessary to ensure the proper functioning of the
common market, Member States shall progressively abolish between themselves all restrictions on the
movement of capital belonging to persons resident in Member States and any discrimination based on
the nationality or on the place of residence of the parties or on the place where such capiral is
invested.

2. Current payments connected with the movement of capital between Member States shall be freed
from all restrictions by the end of the first stage at the latest.

Article 68

1, Member States shall, as rcgards the marters dealt with in this chapter, be as liberal as possible in
granting such exchange authorizations as are still necessary after the entry into force of this
Treaty.

2, Where a Member State applies to the movements of capital liberalized in accordance with the
provisions of this chapter the domestic rules governing the capital market and the credit system, it
shall do so in a non-discriminatory manner.

3. Loans for the direct or indirect financing of a Member State or its regional or local authorities
shall not be issued or placed in other Member States unless the States concerned have reached
agreement thereon. This provision shall not preclude the application of Article 22 of the Protocol on
the Statute of the European Investment Bank.

Article 69

The Council shall, on a proposal from the Commission, which for this purpose shall consult the
Monetary Committee provided for in Aricle 105, issue the necessary directives for the progressive
implementation of the provisions of Article 67, acting wnanimously during che first two stages and by
a qualified majority thereafter.

Artick 7o

1. The Commission shall propose to the Council measures for the progressive coordination of the
exchange policies of Member States in respect of the movement of capital between those States and
third countries. For this purpose the Council shall issue directives, acting unanimously. It shall
endeavour to attain the highest possible degree of liberalization.

2. Where the measures taken in accordance with paragraph 1 do not permit the elimination of
differcnces between the exchange rules of Member States and where such differences could lead
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persons resident in one of the Member States to use the freer transfer facilities within the Community
which are provided for in Article 67 in order to evade the rules of one of thc Member States
concerning the movement of capiral to or form third countries, that State may, after consulting the
other Member States and the Comrnission, take appropriate measures to overcome these difficul-
ties.

Should the Council find that these measures are restricting the frec movement of capital within the
Community to a greater extent than is required for the purpose of overcoming the difficulties, it may,
acting by a qualified majority on a proposal from the Commission, decide that the State concerned
shall amend or abolish these measures.

Article 71

Member States shall endeavour to avoid introducing within the Community any new exchange
restrictions on the movement of capital and current payments connected with such movements, and
shall endeavour not to make cxisting rules more restrictive.

They declare their readiness to go beyond the degree of liberalization of capital movements provided
for in the preceding Articles in so far as their economic sitnation, in particular the situation of their
balance of payments, so permits.

The Commission may, after consulting the Monetary Committee, make recommendations to Member
States on this subject.

Article 72

Member States shall keep the Commission informed of any movements of capital to and from third
countrics which come to their knowledge. The Commission may deliver to Member States any
opinions which it considers appropriate on this subject.

Article 73

1. If movements of capital lead to disturbances in the functioning of the capital matket in any
Member State, the Commission shall, after consulting the Monetary Commitree, authorize that State
to take protective measures in the field of capital movements, the conditions and details of which the
Commission shall determine,

The Council may, acting by a qualified majority, tevoke this authorization or amend the conditions
or details thereof.

A Member State which is in difficulties may, however, on grounds of secrecy or urgency, take the
measures mentioned above, where this proves necessary, on its own ipitiative. The Commission and
the other Member States shall be informed of such measures by the date of their entry into force at
the latest. In this event the Commission may, after consuldng the Monetary Committee, decide that
the State concerned shall amend or abolish the measures.

12



COOPERATION IN ECONOMIC AND MONETARY POLICY
(ECONOMIC AND MONETARY UNION)"*

Article roza’

1. In order to ensure the convergence of economic and monetary policies which is necessary for the
further development of the Community, Member States shall cooperate in accordance with the
objectives of Article 104. In so doing, they shall take account of the experience acquired in
cooperation withia the framework of the European Monetary System (EMS) and in developing the
ecu, and shall respect existing powers in this field. '

2. Insofar as further development in the field of economic and monetary policy necessitates
institutional changes, the provisions of Article 236 shall be applicable. The Monetary Committec and
the Committee of Governors of the Central Banks shall also be consulted regarding institutional
changes in the monctary area.

! Chaprer s inserted in Title I1 of Part Three of the Treary by Article 20 of the Single Furopean Act.

2 Declaratior: by the Presidency and the Commission an the monelary €apacity of the Community : * The Presidency and the Commission cansider rhar
the provisiens inserted in the EEC Treary with reference to the Community's monemary capacity are withoul prejudice to the possibality of further
developmen: within the framcwork of the cxisting powers.’

(Declaration anached to the Single European Act by the Conference of the Reprosentatives of the Governments of the Member Stares).
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CONJUNCTURAL POLICY

Arricle 1oz

1. Member States shall regard theit conjunctural policies as a matter of common concern. They shall
consult each other and the Commission on the measures to be taken in the light of the prevailing
citcumstances.

2, Without prejudice to any other procedures provided for in this Treaty, the Council may, acting
unanimously on a proposal from the Commission, decide upon the measures appropriate to the
situation.

3. Acting by a qualified majority on a proposal from the Commission, the Council shall, where
required, issue any directives needed to give effect to the measures decided upon under
paragraph 2.

4. The procedures provided for in this Article shall also apply if any difficulty should arise in the
supply of certain products.



BALANCE OF PAYMENTS

Article 104

Each Mcmber State shall pursue the economic policy needed to ensure the equilibrium of its overall
balance of payments and to maintain confidence in its currency, while taking care to ensure a high
fevel of employment and a stable level of prices.

Article 107

1. In order to facilitate attainment of the objectives set out in Article 104, Member States shall
coordinate their economic policies. They shall for this purpose provide for cooperation between their
apptoptiate administrative departments and between their central banks,

The Commission shall submit to the Council recommendations on how to achieve such coopera-
tion.

2. In order to promote coordination of the policies of Member States in the monerary field to the full
extent needed for the functioning of the common market, a Monetary Committee with advisory status
is hereby set up. It shall have the following tasks:

to kecep under review the monectary and financial situwation of the Mcmber States and of the
Community and the general payments system of the Member States and to report regularly
thereon 1o the Council and to the Commission;

— to deliver opinions at the request of the Council or of the Commission or on its own initiative,
for submission to these institutions.

The Member States and the Commission shall ecach appoint two members of the Monetary
Committee,

Article rog

1. BEach Mcmber State undertakes to authotize, in the currency of the Member Statc in which the
creditor or the beneficiary resides, any payments connected with the movement of goods, services or
capital, and any transfers of capital and earnings, to the exteat that the movement of goods, services,
capital and persons between Member States has been liberalized pursuant to this Treaty,

The Member States declare their readiness to undertake the liberalization of payments beyond the
extent provided in the preceding subparagraph, in so far as their economic situation in general and
the state of their balance of payments in particular so permit.

2. In so far as movements of goods, services, and capital are limited only by restrictions on payments
connected therewith, these restrictions shall be progressively abolished by applying, mutatis mntandis,
the provisions of the chapters relating to the abolition of quantirative restrictions, to the liberalization
of services and to the frec movement of capital.
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5. Member States undertake not to introduce between themselves any new testrictions on transfers
connected with the invisible transactions listed in Annex III to this Treaty.

'The progressive abolition of existing restrictions shall be effected in accordance with the provisions
of Articles 63 to 65, in so far as such abolition is not governcd by the provisions contsined in
paragraphs 1 and 2 or by the Chapter relating to the free movement of capital.

4. If necd be, Member Statcs shall consult each other on the measures to be taken to enable the
payments and transfers meationed in this Article to be effected; such measures shall not prejudice the
atrainment of the objectives set out in this Chaprer.

Article 107

1. Bach Member State shall treat its policy with regard to rates of exchange as a matter of common
COncern.

2. If a Member State makes an alteration in its rate of exchange which is inconsistent with the
objectives set out in Article 104 and which seriously distorts copditions of competition, the
Commission may, after consulting the Monetary Committee, authorize other Member States to take
for a strictly limited period the necessary measures, the conditions and derails of which it shall
determine, in order to counter the consequences of such alteration.

Article 108

1. Where 2 Member State is in difficulties or is seriously threatened with difficulties as regards its
balance of payments either as a result of an overall disequilibrium in its balance of payments, or as a
result of the type of currency at its disposal, and where such difficulties are liable in particular to
jecopardize the functioning of the common market or the progressive implementation of the common
commetcial policy, the Commission shall immediately investigate the position of the State in question
and the action which, making use of all the means at its disposal, that State has taken or may take in
accordance with the provisions of Article 104. The Commission shall state what measures it
recommends the State concerned to take,

If the action taken by 2 Member State and che measures suggested by the Commission do not prove
sufficient to overcome the difficulties which have ariscn or which threaten, the Commission shall,
after consulting the Monetary Committee, recommend to the Council the granting of mutal
assistance and appropriate mcthods therefor.

The Commission shall keep the Council regularly informed of the situation and of how it is

developing.

2. The Council, acting by a qualified majority, shall grant such mutual assistance; it shall adopt

directives or decisions laying down the conditions and details of such assistance, which may take such

forms as:

{a) a concerned approach to or within any other international organizations to which Member States
may have recoutse;

(b) measures needed to zvoid deflection of trade where the State which is in difficelties maintains or
reintroduces quantitative restrictions againse third countries;

(c) the granting of limited credits by other Member States, subject to their agreement.

During the eransitional period, mutual assistance may also take the form of special reductions in
customs duties or enlargements of quotas in order to facilitate an increase in imports from the State
which is in difficulties, subject to the agreement of the States by which such measures would have to

be taken.
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3. If the mutual assistance recommended by the Commission is not granted by the Council or if the
murual assistance granted and the measures taken are insufficient, the Commission shall authorize the
State which is in difficulties to take protective measures, the conditions and demils of which the
Commission shall determine.

Such authotization may be revoked and such conditions and details may be changed by the Council
acting by a qualified majority.

Article 109

1. Where a sudden crisis in the balance of payments occurs and a decision within the meaning of
Article 108 (2) is not immediately taken, the Member State concerned may, as a precaution, take the
necessary protective measares. Such measures must cause the least possible disturbance o the
functioning of the common matket and must not be wider in scope than is stricdy necessary to
remedy the sudden difficulties which have ariscn.

2. The Commission and the other Member Statcs shall be informed of such protective measures not
later than when they enter into force. The Commission may recommend to the Couneil the granting
of mutual assistance under Article 108.

3. After the Commission has delivered an opinion and the Monetary Committee has been consulted,
the Council may, acting by a qualified majority, decide thart the State concerned shall amend, suspend
or abolish the ptotective measures referred to above.

17




WEIGHTING OF COUNTRIES’ VOTES
IN COUNCIL PROCEEDINGS
REQUIRING A QUALIFIED MAJORITY

Article r3d

1. Save as otherwise provided in this Trcaty, the Council shall act by a majority of its members,

2. Where the Council is required to act by a qualified majority, the votes of irs members shall be

weighted as follows:

Belgium ... 5
Denmark 3
FR of Germany o
Greece ... 5
Spain ... 8
France......... 10
Ireland .... 3
ltaly e 10
Luxembourg ..o 2
The Netherlands §
Portugal.......coevvnine 5
United Kingdom 10

For their adoption, acts of the Council shall require at least:

— 54 votes in favour where this Treaty tequires them to be adopted on a proposal from the

Commission,

— 54 votes in favour, cast by at least eight members, in other cases.

3. Abstentions by members present in person or represented shall not prevent the adoption by the
Council of acts which require unanimity.
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II

COORDINATION OF ECONOMIC POLICIES




COUNCIL DECISION!
of 18 February 1974

on the attainment of a high degree of convergence of the economic policies
of the Member States of the European Economic Community

(74/120{EEC)

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Economic Community, and in particular
Articles 103 and 145 theteof,

Having regard to the proposal from the Commission,
Having regard to the Opinion of the Buropean Parliament,
Having regard to the Opinion of the Economic and Social Commitree,

Whereas there can be no gradual atminment of economic and monetary union unless the cconomic
policies pursued by the Member States henceforth converge and unless a high degree of convergence
is maintained;

Whereas, for this purposc, the coordination procedures ar present used must be substandally
strengthened and improved; whereas, in particular, permanent consultation machinery must he
instituted, covering both general economic policy and those policies for which the central banks are
responsible in monctary matters;

Whercas such permancnt consultation machinery must be supported by economic policy guidelines
established at Community level; whereas such guidelines cannot be confined only to short-term
policy, but must also cover medium-term policy; whercas no short-rerm action can suitably be
implemented reconciling the development processes of nine national economices if it is not guided by
and towards common objectives established over a longer petiod; whereas, consequently, medium-
term guidelines are an indispensable instrument of a coherent short-term economic policy and thus a
measure appropriate to such a policy;

Whereas monitoring of the implementation and effects of the national economic policies is necessatry
for the maintenance of consistency between these policies, so that any deviation from the gridelines
adopted at Community level can be promptly corrected;

Whereas, in respect of currency exchange relatdons within the Community, the greater convergence of
economic policies must be accompanied by specific and effective prior copsultation machinery for any
decision by a Member State relating to the conditions under which its currency is exchanged for the
currencies of other Member States and of third countries,

! Toxt incorporating the amendments conrained in the Council Decisions of 18 December 1973 {(75/797/ELC) and of ¢ February 1974
(79/136/EEC).
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HAS ADOPTEI> THIS DECISION:

Article 1

The Council shall set aside cach month a specific day, chosen in advance, for meetings on economic
and monetary matters, Within this framework, the Council shall hold three meetings vearly to
examine the economic situation in the Community. On the basis of 2 communication from the
Commission accompanied, where appropriate, by proposals for decisions, directives or recommenda-
tions, the Council shall adopt guidclines on economic policy which the Community and each Member
State are to follow in order to achieve harmonicus economic development.

Article 2

The first examination shall take place as soon as possible during the first quarter.

On this occasion, on a proposal from the Commission, the Council shall adjust the economic policy
guidelines for the current year as required by economic developments.

The proposals from the Commission shall be accompanied by a summary account of the economic
policy pursued in the preceding year and by five-year forecasts covering the main macroeconomic
vatriables.

Article 3

A second examination shall take place during the second quarter. On that occasion the Council shall
lay down appropriate guidclines for the main elements of the preliminary cconomic budgets. Within
this framework, quantitative guidelines for the draft public budgets for the following year shall be
fized before these budgets are finally adopted and shall cover developments in government
expenditure and revenue, the nature and extent of budget surpluses and deficits and the way the latter
arc to be financed or used. The guidelines figures for the draft public budpets shall not be published
at this juncture,

Article ¢
A third examination shall take place during the fourth quarter. At this stage, the Council shall, acting

on a proposal from the Commission and after consulting the Enropean Patliament and the Economic
and Social Committee, adopt an annual report on the economic situation in the Community and shall

establish the guidelines to be followed by each Member State in its economic policy for the following
year.
Article ga

At two-and-a-half-year intervals, coinciding every other time with the examination of medium-term
economic policy programmes and starting in 1980 on the occasion of the third annual examination
referred to in Article 4, the Council, afrer consulting the Evropean Parliament and the Economic and
Social Committee, shall examine a periodic report on the situation and socio-economic developments
in the regions of the Community drawn up by the Commission in close collaboration with the
Regional Policy Committee.

On 'the basis of this report, the Council shall discuss the priorities and guidelines proposed by the
Commission.

24



Article §

As soon as this annual report has been adopted by the Council, governments shall bring it to the
attention of their national parliaments so that it can be taken into account during the debate on the
budget.

Article 6

On the basis of the preliminary draft prepared by the Economic Policy Committee, the Commission
shall at regular intervals and ac least once every five years establish a draft medium-term_economic

policy programme whose purpose shall be, in the context of economic and monetary union, to
facilitate and guide structural changes — sectoral, regional and social — and to ensure the

convergence of overall economic policies.

The draft shall indicate those points on which it departs from the preliminary draft of the Economic
Policy Committee.

The Commission shall forward the draft programme to the Council, which shall forthwith place it
before the European Parliament and the Economic and Social Committee, for consultation,

The programme shall be adopted by the Council and by the Governments of the Member States.
nme wopted by the Louncll and by the ! e e

By adopting the programme, the Council and the Governments of the Member States shall express
their intendon of acting, in the field covered by the programme, in accordance with the guidelines
laid down therein.

Parallel to the adoption of the programme, the Council shall, where appropriate and on a proposal
from the Commission, unanimously adopt any decisions, directives or recommendations necessary to
achieve the objectives set out in the programme and to implement the measures for which it
provides.

Article 7

Any Member State intending de jure or de facto, to change, discontinue or ge-establish the parity,
central rate or intervention points of its currency shall initiate a prior_consultation.
- e e

The consultation procedures, which shall be secret and urgent, shall take place in accordance with
.practical rules adopted by the Council after recciving an Opinion from the Monetary Committee.

Ariticle &

In addition to the consultations which are held by the Monetary Committee and by the Coordinating
Committee on Short-term Economic and Financial Policies, the central banks shall be invited to
promote by means of regular and frequent consultations, within the framework of the Council
Decision of 22 March 1971 on the strengthening of cooperation between the central banks of the
Member States of the European Economic Community, the continual coordination of their monetary
policies especially as regards the development of the money supply and bank ligeidity, the conditions
for granting credit and the level of interest rates.

Article g

Standing consultations on the general econormic policy measures envisaged by the Member States and
on their conformity with the economic policy guidelines laid down by the Council according to the

23
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procedure laid down in Articles 1 to 5 shall take place withio the coordinating group referred to in
‘Fitle T, paragraph z, of the Resolution of the Council and the Representatives of the Governments of
the Member States of 21 March 1972 on the application of the Resolution of 22 March 1971 on the
attainment by stages of economic monetary union in the Community.

The Chairmen of the Fconomic Policy Committee, of the Monetary Committee and of the Committee
of the Governors of the Central Banks shall, as appropriate, attend the meetings of the group.

These meetings must involve prior consultation and cover the most significant measures being taken
with 4 view to the convergence of economic policy within the Community,

The group shall meet often enough to ensure the standing nature of the consultations, and in any
event, at least once a month. :

Article 1o

Any Member State or the Commission may tequest consultations within the Council:

() if, in the course of the consultation referred to in Articles 8 and g, it appears that any measure or
decision contemplated by one or mote Member States is the subject of scrious reservations;

(i) or if economic developments in a Member State constitute a considerable danger for other
Member States of the Community as 2 whole.

The Council shall meet within eight days.

Article 11

Where a Member_State is pursuing economic, mosnetary and budgetary policies departing from the
guidclines laid down by the Council or entailing econormnic tisks for the Commme
Comumission may send a recommendation to_the State concerned. Within 15 days of receipt of this
recommendation, the Member State concerned shall provide the Commission with all the appropriate
information.

The Commission or a Member State mav tequest an emergency meeting of the Coordigating
Committee on Shore-term Economic and Financial Policies and possibly an_examinarion_within the
Council. The tatter shall take a decision oa the basis of proposals which the Commission shall submit
to it, where appropriate.

Article 12

On the basis of a report submitted by the Commission, the Council shall examine once a year, at its
mecting held in the first quarter, as provided for in Article 2 above, the application of this Decision
and the conformity of the policies pursued with the objectives set. The Commission’s report shall also
be laid before the European Parliament.

Article 13

The following decisions ate hereby repealed:

(i) rthe Council Decision of 17 July 1069 on the cootdination of short-term economic policies of the
Member States;

(ii) the Council Decision of 16 February 1970 on the appropriate procedures for the consultation
arrangements provided for in the Council Decision of 17 July 196g;
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(iii) the Council Decisions of 22 March 1971 on the strengthening of the coordination of short-term
economic policies of the Member States of the European Economic Community.

Article 14
This Decision is addressed to the Member States,
Done at Brussels, 18 February 1974.
For the Council

The President
H. SCHMIDT
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COUNCIL DECISION
of 22 March 1971

on the strengthening of cooperation between the central banks of the Member States
of the European Economic Cormmunity

(71/142/EEC)

THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty cstablishing the Huropean Economic Community, and in particular
Article 105 (1} thereof,

Having regard to the final communiqué of the Conference of Heads of State or Government held at
The Hague on 1 and z December 1969, and in particular item 8 thereof,

Having regard to the Resolution of the Council and of the Representatives of the Goveraments of the
Member States of 2z March 1971 on the phased establishment of economic and monetary union in the
Community, and in particular item III {5) thercof,

Having regard to the Recommendarion of the Commission,
Having regard to the Opinion of the European Parliament,

Whereas the Resolution referred to above provides for a strengthening of cooperation between
central banks,

HAS ADOPTED THIS DECISION:

Article 1

Member States shall coordinate their monetary and credit policies having regard to the guidelines on
general cconomic policy laid down by the Council.

Article 2
Wichin this framework, the central banks shall be invited, within the limits of their powers and the
scope of their respective responsibilities:

{a) to coordinate their policies in monetary and credit matters, within the Committee of Governors of
Central Banks;

{(b) to establish general guidelines to be followed by cach of them, in particular as regards the trend of
bank liquidity, the terms for supply of ctedit and the level of interest rates;

(c) to lay down practical methods for the application of this procedure.
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Articke 3

This Decision is addressed to the Member States.

Done at Brussels, 22 March 1971,

Far the Comuci!
The President
M. COINTAT
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