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I
Basic documents
concerning the achievement of economic
and monetary union



THE FINAL COMMUNIQUE
OF THE CONFERENCE OF THE HEADS OF STATE
OR GOVERNMENT
ON 1 AND 2 DECEMBER 1969 AT THE HAGUE

1.  On the initiative of the Government of the French Republic and at the
invitation of the Government of the Netherlands, the Heads of State or
Government and the Ministers of Foreign Affairs of the Member States of the
European Communities met at The Hague on 1 and 2 December 1969.
On the sccond day, the Commission of the European Comimunities was
invited to participate in the proceedings of the Conference.

2. Now that the final phasc of the Common Market is about to begin they
considercd that it was the duty of those in each of the member countries of
their Community who bear the heaviest political respensibiliies ro draw up
a balance sheet of the work that has been, achieved, to manifest their
determination to carry it on, and to lay down broad guidelines {or the future.

3. Assessing the ground covered, and observing that perhaps never before
have independent States carried cooperation further, they were unanimous in
the opinion that in view of the progress realized the Community has today
reached a turning point in its history. Apart from the technicaf or legal aspects
of the problems that it poses, the development scheduled for the end of the year
is of major political significance. Entering into the final phase of the Common
Market is not only in fact putting the seal on the irreversible characrer of the
work accomplished by the Communirties, it is also preparing the way for a
united Europe capable of assuming its responsibilides in the world of
tomorrow and of making a contribution corresponding to its tradition and irs
mission.

4.  Consequently, the Heads of State or Government desire to reaffirm their
faith in the political objects which give to the Community its whole meaning
and significance, their determination to carry the enterprise through to its
conclusion, and their confidence in the final success of their efforts.  They hold
in common the conviction that a Europe consisting of States which in their
national diversity are united in thcir essential interests, assured of its own
cohesion, faithful to its external friendships, conscious of the part it plays in
facilitating the relaxation of international tensions and rapprochement between
all peoples, and first and foremost beiween the peoples of the European continent
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as a whole, iz indispensable to the safeguarding of an exceptional cradle of
development, progress and culture, to the equilibrium of the world and to the
protection of peace.

The European Communities are the original aucleus from which Furopean
unity has developed and taken wing. The adhesion to these Communities of
other countrics in the continent — in accordance with the provisions of the
Treaties of Rome — would undoubtedly coutribuie to the development of the
Communitics to dimensions approximating to an Increasing extent to the
present. state of the cconomy and technology. The establishment of special
links with other Eurcpean countries who have expressed the desire for it
should alse play its part. Such a developmesmt would enable Europe to
remain faithful to its traditions of opening up te the world and augmenting
its efforts in favour of the countries in course of development.

5. As regards the culminating stage of the Communitics the Heads of State
or Government have reaffirmed the will of their Governments to pass from
the period of transition to the definitive stage of the European Community and
consequently to adopt the agricultural {inancial regulations at the end of 1969.

Within the framework of thesc financial regulations and taking account
of all the interests involved, they agrec to the progressive replacement of the
contributions of the member countries by own resources with a view to
artiving in the long run at the integral financing of the budgets of the
Communities in accordance with the procedure laid down in Article 201 of the
Treaty setting up the EEC and to reinforcing the budget powers of the
European Parliament. '

The problem of the method of direct elections will continue to be
examined by the Council of Ministers.

6. They have asked the Governments to pursue without defay within the
Council the efforts already undertaken to epsure a betrer control of the macket
by a policy of agricultural production making it possible to reduce budget
charges.

7.  The acceptance of a financial arrangement for the {inal period docs not
preclude its adaptation on a unanimous basis for the purpose in particular of
enlarging the Community on condition that the principles of the arrangement
are not altered.

8. They have reaffirmed their wish to carry on morc rapidly with the
further development necessary to reinforce the Communizy and its development
into an economic union. They are of the opinion that the process of integration
should end in 2 Community of stability and growth. With this object in
view they have agreed that on the basis of the memorardum presented by the
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Commission ont 12 Tebruary 1969 and in close collaboration with the
Commission a plan by stages should be drawn up by the Council during
1970 with a view to the creation of an cconomic and monetary union.

The development of monetary cooperation should be based on the
harmonization of cconomic policies.

They have agreed thar the possibility should be examined of scuting up
a European reserve fund, to which a common economic and monetary policy
would lead.

9.  As rcgards the technological activity of the Community, they have
reaffirimed their wish to follow more closely the activity of the Community
with a view to coordinating and encouraging industiial research  and
development in the key sectors, notably by Community programmes, and to
furnishing the financial resources for the purpose.

10. They agree also on the necessity of making further efforts to formulate
shortly for the European Atomic Energy Community a programme of rescarch
worked out according to the requirements of modern induserial management
and calculated to ensurc the most efficacious utilization of the Joint Research
Centre.

11. They have reaffirmed their interest in the establishment of a European
University.

12. The Heads of State or Government recognize the neced for the reform
of the Social Fund within the framework of a close concertation of social policies.

13. They have reaffirmed their agreement on the principle of enlargement of
the Community as laid down in Article 237 of the Treaty of Rome.

In so far as States applying for membership accept the Treaties and their
political objective, the decisions that have been taken since the emiry into force
of the Treatics and the options taken in the ficld of developmcnt, the Heads
of State or Government have significd their agreement to the opening of
negotiations between the Community on the one hand and applicant States
on the other hand.

They have agreed that the preparatory work essential to the establishment
of a basis of common negotiations may be undertaken at the most suitable and
earliest opportunities; and these preparations wilt be accomplished by common
consent in the most positive spirit.

14.  As soon as negotiations with applicant countries have been opened,
discussions will be started with the other member countrics of EFTA who so
request on their position in relation to the EEC.
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15. They have called on the Ministers of Foreign Affairs to study the best
way of realizing progress in the field of political unification with a view 1o
enlargement.  The Ministers will make proposals on this subject before the end
of July 1970,

16. All the ereative measures and measures for European growth here decided
on will be assured of a greater future if youth is closely associated with them;
this preoccupation has been borne in mind by the Government, and the
Communities will proceed accordingly.



DECISION OF THE COUNCIL OF ¢ MARCH 1970
REGARDING THE PROCEDURE IN THE MATTER OF
ECONOMIC AND MONETARY COOPERATION

THE COUNCIL OF THE LUROPEAN COMMUNITIES

— with the object of giving effece at the first possible moment to the
resolution on cconomic and monetary union in the Community passed
by the Confcrence of Heads of State or Government held at The Hague
on 1 and 2 December 1969 (paragraph § of the Communigué),

— taking note of the suggestions formulated by the Governments and of
the Communication from the Commission to the Council regarding the

formulation of a plan by stages with a view to the creation of economic
and monectary union,

DECIDES:

to invite the Chairmen of the Monctary Committee, of the Committce of
Governors of the central banks, of the Medium-term Economic Policy Com-
miteee, of the Short-term Economy Policy Comintitsee, and of the Budget Policy
Committee, together with a representarive of the Commission to meer under
the chairmanship of Mr Pierre Werner to preparc a report containing an analysis
of the differcat suggestions and making it possible to identify the basic issucs
for a realization by stages of economic and monetary union in the Communiry.

A first report will be presented to the Council and the Commission
before the end of the moath of May 1970, so thar the Council can consider it,

Done in Brussels, 6 March 1970

For the Council
The President



EXTRACT FROM THE ABSTRACT OF DECISIONS
116th SESSION OF THE COUNCIL
8 AND 9 JUNE 1970

Staterment by the Chairman, My Werner,
on the proceedings regarding the plan by stuges
and the action to be taken on the interint report

The Council has endorsed the joint conclusions based on  the

proceedings of the Group presided over by Mre Werner, namely:

18

the starting point of the process to be embarked upon is o be found
in the completion of the measures advocated in the memorandun: from
the Commission to the Council of 12 February 1969 That implies
that the Council will decide berween now and the end of 1970 on
the quantitative guidelines at medium term and the insticution of
financial aid at medium term;

the final objective determined by the Conference of Heads of State or
Government has cmerged as an objective that may be rcached in the
course of the prescnt decade, provided it enjoys the permacent political
support of the Governments;

economic and monetary union signifies that the principal decisions of
economic policy will be taken ar Community level and thercfore that
the necessary powers will be transferred from the national plane to
the Community plane. ITts final result could be the adoption of a sole
currency that will guarantee the irreversibility of the underiaking;

between the starting point and the achievement of the final objective
numecrous measures will have to be taken on a parallel and progressive
basis on a number of {ronts. Certain measures imply a modification
of the Treaty of Rome the preparatory work for which must be
brought to a successlul conclusion during the first stage. Nevertheless,
the present arrangements already allow substantial advances to be made;

the first stage should commence on 1 January 1971 and be complered
in a specified petiod; on the techuical plane, a delay of three years
secns appropriate.  This stage will be intended 1o render the Community
instruments increasingly operational and to confer individuality on the
Community within the international monerary system;



—  the first stage cannot be regarded as an eloctive in deseify it cannot be
be dissociated from the entire process wf economic and monctary
integration. It must therefore be emmbarked on in the determination to
arrive at the final objective;

— this first stage should include a reinforcement of the procedures for
consultation according to methods which siilt rcmain to be determined;
the budget policy of the Member States must be conducted in accordance
with Community objcctives; a certain harmonization should occur in the
fiscal field; currency and credit policy must be strongly coordinated and
the integration of financial markets must be intensified;

—  the Community must progressively adopt common positions in monetary
relations with third countres and intemational organizations; in
particular it should not avail itself in the forcign exchange relations
between member countries of any provison that would permit a
weakening of the international foreign exchange system.

The Council has also invited the Group presided over by Mr Werner
to continue its work in the light of the guidelines developed from the exchange
of views that took place at the session of 8 and 9 June 1970 and paying
due regard to any opinions of the Commitce of Governors of the central
banks that might be obtained on specific moneiary problems. The Group
is invited to present its final report in the month of September next.
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RESQOLUTION OF THE COUMCIL AND OF THE REPRESENTATIVES OF THE
GOVERNMENTS OF THE MEMBER STATES

of 22 March 1971

on the attainment by stages of economic and monetary union in the Community

THE COUNCIL OF THE EUROPEAN COMMUNITIES
AND THE REPRESENTATIVES OF THE GOVERN-
MENTS OF THE MEMBER STATES,

Having regard to the final communigué of the Confer-
ence of Heads of State or Government held on 1 and 2
December 1959 at The Hague. and in partigular peint 8
in which they expressed their wish to see the Community
develop into an cconomic and monetary union through
the implementation of 2 phased plan;

Having regard to the joint conclusions of the interim
report! of the Group set up by the Council Decision of 6
March 1970 under the chairmanship of Mr Pierre Wer-
ner, President and Minister of Finance of the Luxem-
bourg Government, which were adopted by the Council
at its 1 16th meeting on 8 and 9 June 19702, namely that:

The ultimate objective, as laid down by the Confer-
ence of Heads of State or Government, appears o be
one that can be attained within the present decade,
provided that it continues to enjoy the political sup-
port of the gavernments;

— ecconomic and monetary union means that the main
economic policy decisions will be taken at Commu-
nity level and therefore that the necessary powers will
be transferred from the national to the Community
level. The adoption of a single currency could be the
final stage of this union. ensuring the irreversibitity of
the process:

— throughout the process, aciion will have o be taken
simulianegusly and progressively on a number of
fronts. Certain measures will require amendment of
the Treaty of Rome, and Lhe preparatory work for this
should therefore be completed during the first stage.
However, the exisling provisions already allow sub-
stantial pragress to be made;

the Frst stage should begin on | January 1971 and be
completed within a specified period; practical ¢onsi-
derations suggest that a three-year pericd would be
appropriate. This stage will be devoted (o increasing
the effectiveness of the instruments employed by the

! O] NoC 94,23.7.1970, p.8.
* 0] NoC 136, LLELI9T pui9.
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Community and to taking the first steps in establish-
ing the Community’s identity within the international
monetary system:

- the first stape should not be considered as an end in
itself; it cannot be dissociated from the overall pro-
cess of economic and monctary integration. It should,
therefore, be embarked upon with detcrmination 1o
attain the ultimate objective;

— this first stage should include a steengthening of con-
sultation procedures by methods yet to be deter-
mincd; the budgetary policy of Member States should
be conducted in accordance with Community objec-
tives; some degree of fiscal harmonization shouid be
carried out; monetlary and credit policies should be
closely coordinated and the capital markets further
integrated:

- the Community should progressively adopt commaon
standpoints in its monetary relations with third coun-
tries and internation.} urganizations, in particular, it
should not avail itself in matters of exchange rates
between Member States of any arrangements which
might lead to a weakening of the international ex-
change system;

Having regard to the suggestions put {orward by the
Group in its Final report, and sharing the views expressed
on the Factors which are essential for the existence of an
economic and monetary union and on the results of such
2 union in terms of economic pelicy:

Recognizing the profound political significance which
the attainment of econromic and monctary umion has for
the Community and its Member States;

Desiting to reaffirm the irreversible nature of the action
which Heads of State or Government have decided to
take for the creatien of an economic and monetary
union;

Having regard to the proposal from the Commission;

Having regard to the Opinion of the European Parlia-
ment,



HAYE ADOPTED THIS RESOLUTION:

In order 10 achieve simultanecusly within the Commu-
nity a satisfactory rate of growth, full employment and
stability, to correct the structural or regional imbalances
arising therein and to strengthen the Community’s con-
tribution to intermaticnal economic and monetary coap-
cration and thereby to achieve a Community enjoying
stability and growth, the Council and the Representa-
tives of the Governments of the Member States eapress
their political will to establish an economic and mone-
tary union, during the coming decade, in accordance
with & plan by stages beginning on | January 1971,

The steps 1o be taken must be such that, at the conclu-
sion of this process, the Community will:

. Constitute an area within which persons, poods, scr-
vices and capital may move frecly and without distor-
tion of competition, without, however, giving rise to
structural or regional imbalances, under conditions
permitting economic activity to expand on a Commu-
nity scale;

(ol

. Form a single currency arca within the international
system, characterized by the totat and irreversible
covertibility of currencies, the elimination of margins
of fluctuation of exchange rates, the irrevocable lock-
ing of parities — zll of which are essential precondi-
tions for the creation of a single currency — and in-
cluding a Community organization of the Central
Banks;

w

. Possess such pawers and responsibilities in economic
and manetary malters as will enable its institutions to
administer the unign. To this end the rrquisite deci-
stons on econemic policy shall be laken at Commu-
nity level and the necessary powers shall be conferred
upon the institutions of the Community.

Powers and responsibilities shall be distributed between
Communily institutions on the ont hand and Member
States on the other in accordance with what is necessary
For the cohesion of the union and for the effectiveness of
Community action.

The institutions of the Community shail be put in a posi-
tion to exercise their responsibilities in ¢conomic and
monetary matters efficiently and with speed.

Community policies pursued within the framework of
the economic and monetary union shall be subject to
dehate and contrel by the European Parliament.

The Community erganization of the Central Banks shall,
within its field of responsibility, assist in achieving sta-
bility and growth within the Community.

The principles set out above shall be applied to the
foliowing:

— the internal monttary and eredit policies of the union;
- monetary policy towards the outside world;

- policy with regard to the unified capital market and
capital movements ta am from third countries;

—~ budgetary and fiscal policies as related to the policy
of stability and growth: as regards budgetary policy
proper, the margins within which the essential ele-
ments of public budgets as a whole should lie, in par-
ticular the vanation of their amount, and the size.
mede of financing and use of balances. shali be deter-
mined at Community kevel:

— the structural and regional measures which are also
necessary. as pani of a properly supported Commu-
nity policy. to promoic the balanced development of
the Community and resolve the major probiems.

31

As progress is made towards Lhe ultimate objective
Community instruments shall be created as necessary to
replace or 1o supplement national instruments.

The measures 10 be taken in each sector shall be interde-
pendent, each reinforcing the other: in particular, pro-
gress towards monclary union must be accompanied by
paralle]l progress in the alignment and ujtimate unifica-
tion of economic pelicies.

I

In order to attain these objectives, the Covncil and the
Representatives of the Governments of the Member
States agree to set in motion from 1 January 1974 a
series of measures 1o be carried out during a first stage
lasting three years:

. Acting on a proposal from the Commisston, the Coun-
cil shall lay down such provisions for strengihening
the coordination of short-term ccoromic policies as
will make coordination really effective. in particular
by making more intensive and widespread use of the
obligatary prior consultation procedures. This coordi-
nation of short-term economic policies shall take into
account the guidelines under the medium-term econ-
omic policy programmes.

To this end the Council has agreed that, acting on a
propesal made by the Commission after consuitation
with both sides of industry through the Economic and
Social Committee or by other means, it will lay down
the broad outlines of ecoromic policy at Community
level and quantitative guidelines for the essential ele-
ments of public budgets.

To facilitale coordination of economic policies the
Council has agreed that, acting on & proposai from
the Commission and after obtaining the opinions of
the Committess concerned, it will iake the necessary
measurss for progressive harmenization of the instru-
ments of economic policy. and in particular for the
synchronization of national budgetary procedures.

~

.in order that effectively [ree movement of persons,
goods, services and capital and progress in interpene-
tration of economies may be achieved at = faster rate,
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the Council. acting on a proposal from the Commis-
sion and having regard to the need to preserve a bal-
ance. shall decide on measurcs concerning:

- Community rules determining the uriform basis for
assessing the value added tax within the meaning of
the Decision of 21 April §970? on the replacement
of financial contributions from the Member States
oy the Communities’ own resources;

— the harmonization of the scope, basis of assessment
and the mode of levying cxcise dutics, in particular
those which have an appreciable influence on
{rade:

— the harmonization of those kinds of tax which are

likely to have a direct influence on capital move-

ments within the Community, in particular the tax-
atien of interest from fixed-interest sccurities and
dividends;

the Turther harmonization of the taxation of com-

panies and firms:

- the progressive cxtension of duty-free concessions
granted to private individuals crossing [ronticrs
within the Community.

Before the end of the first stape the Council shall exa-
minc the results of research on the alignment of rates of
value added tax and excise duties and the proposals of
the Commission in this field.

3. With a view to encouraging the free movement of cap-
ital, the Council, acting on a proposal from the Com-
mission. shall:

- adopt & Dhrective laying down procedures Ffor
progressive liberalization whereby issucs of securi-
ties on the capital market will be arthorized with-
out discrimination and abolishing any differential
treatient in the introduction on the market of se-
curities issued by residents of other Member Siates:

—~ establish a procedure lor the progressive coerdina-
tion of the policies of Member States in respect of
capital markets.

4. Tn order to reduce. by means of regional and structural
ineasures, any tenstons lhat could prejudice the ulti-
mate aitainment of ecoromic and monetary union, {he
Council. acting on a proposal from the Commission,
shall decide on the measures necessary for a first step
towards resolving the most urgent questions. bearing
in mind the directions coniained in the third med-
ium-ierm economic pelicy programme, and in parti-
cular by providing thc Community with the necessary
means under the treatics in force.

5. With a view 1o strengthening the coordination of the
monetary and credit pelicies of Member States, the
Council has agreed that:

~ mere stress shall be laid in the Mopetary Commii-
tee and the Commitige of Governors of Central
Barks on obligatory prior consultation:

FOINoL 942841970, p. 19,
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- the Central Banks shall be invited, within the limits
of their powers and several responsibilities, to coor-
dinate their policies in the Committee of Governors
of Central Banks, while observing the guidelines for
general cconomic policy issued by the Council;

— the Monetary Committet and the Committee of
Governors of Central Banks shall work closely to-
gether in the harmonization of the instruments of
monetary policy.

. The Council has agreed that the Community shall

progressively adopt common standpoints in monetary
relations with third countries and with international
grganizations; in particular, it shall not avail itself in
matters of exchange rates between Member States of
any arrangements which might lead to a weakening of
the international exchange system.

. The Council and the Member States shall invite the

Central Banks of Mcember States. from the beginning
of the first stage and on an experimental basis, to hold
exchange rate fluctuations between the currencies of
Member States within margins rarrower than those
resulting from the application of the margins in force
for the US dollar, by means of concerted action with
respeet 10 that currency.

The Council has agreed that, depending on circum-
stances and on the results obtained in the harmoniza-
tion of cconomic policies, further measures may be
taken, consisting of a transition from a de facro 10 a
de jure system, of intervention in the currencies of
Member States and of successive reductions in the
margins of fuctuation between the currencies of
Member States. The Committee of Governors of Cen-
tral Banks shall report twice yearly to the Council and
{o the Commission on the effect of the concerted ac-
tion by the central Banks on the exchange market, and
whether there is a need for further measures in this
field.

. The Council shall invite the Monetary Committee and

the Committee of Governors of Central Banks to
draw ug, in close collaboration and by 30 June 1972
at the latest, a report on the organization. functions
and statuies of a European Monctary Coopcration
Fund, to be integrated at a fater stage into the Com-
munity orgarization of the Central Banks provided for
in Section [(2), with a2 view to the possible establish-
ment of this Fund during Lhe first stage., if the results
cbtaimed in reducing margins and aligning cconomic
palicies so justify. They shall submit this report to the
Council and te the Commission.

In order to promote the harmonious implementation
of the plan for economic and monetary union and,
above all, to cnsure that economic measures keep suf-
ficiently in step with monetary measures, the mone-
lary provisions, that is o say those of Section il {7)
and (8)., and the mechanism for medium-term finan-
cial assistance shall be operative for five years from
the beginning of the first stage. Afier agreement has



been reached to proceed to the second stage, the provi-
stons menticned above shall continue in foree.

v

The Council takes note that the Commission will submit
to it befare | May 1973:

— an assessment of the progress made during the first
stage, given that coordination of cconomic policies
and progress in monetary matters within the Commu-
nity must proceed in parallel;

— a report, drawn up in collaboration with the advisory
committces concerned, on the redistribution of pow-
ers and responsibilities between the institutions of the

Community and the Member States which. particu-
lary in the Ticlds of conjunctural policy, monctary and
credit pelicy. and budgetary policy. may be necessary
for the efficient functioning of an ¢conomic and mo-
nelary union.

The Council and. where appropriate, the Representa-
tives of the Governments of the Member States. acting
on & proposal from the Commission. shall, before the
end of the first three-year stage adopt measures which
will lead. after transition to the second stage, to the at-
tainment of fult economic and monetary union:

- tither on the basis of the cxisting provistons of the
Treaty:

— oren thebasis of Article 235 of the Treaty:
— oron the basis of Article 236 of the Treaty.
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FINAL COMMUNIQUE OF THE CONFERENCE OF HEADS OF STATE OR
GOVERNMENT OF MEMBER STATES AND FUTURE MEMBERS OF THE
EUROPEAN COMMUNITEIES ON 19, 2¢ AND 21 OCTOBER 1972 IN PARIS

DECLARATION

"The Heads of State and Government of the Member States of the enlarged
Community meeting for the first time on 19 and 20 October in Paris at the
invitation of the President of the French Republic solemnly declare that:

At the time when the enlargement, decided under the Rules fixed by the
Treatics and respecting the work already accomplished by the six original
Member States, is about to become a reality and give the European
Community another dimension;

At a time when world events are radically changing the international
situation;

At a time when hopes for détente and cooperation are emerging, which satisfy
the interest and deeply-felt desire of all nations;

At a time when disquieting monetary or trade problems are obliging us to seek
lasting solutions for promoting expansian with stability;

At a time when many developing countries, seeing the gap widening between
them and the industrialized nations, are legitimately claiming increased aid and
a more equitable utilization of wealth;

At a time when the Community’s tasks are magnifying and new responsibilities
are being assigned to it;

The time has come for Burope to realize the unity behind her interests, the
scope of her capabilities and the importance of her obligations;

Europe must be capable of making her voice heard in world affairs and
making a creative contribution in proportion to her human, intellectual and
material resources and affirming her own concepts in international relations in
line with her role in initiating progress, peace and cooperation.

To this end:

1.  The Member States reaffirm their resolve to base their Community’s
development on democracy, freedom of opinion, free movement of men and
ideas and participation by the people through their freely elected
representatives;
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