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9th December 1988

To: M. Delors

From: Gunter D. Baer

Tommaso Padoa-Schioppa

Ref: Status report on Governor Hoffmeyer's questionnaire

Following the distribution of the Hoffmeyer table at the last
meeting of the Committee, Governor Hoffmeyer has written again to all

Committee members on 11th November 1988, suggesting that:

"the table distributed at our November meeting be filled in and
returned to the two Rapporteurs with a view to be considered in

connection with the Committee's further deliberations'.

So far three Committee members have sent in replies: Mr. Jaans
and Governor Pohl provided identical answers, saying in essence that any
(binding) co-ordination would not be possible under present legal
provisions. Governor Leigh-Pemberton added to the completed questionnaire
an explanatory letter which indicates that there might be some scope for ex
ante co-ordination in certain policy areas. It appears, however, that

Governor Leigh-Pemberton is thinking of non-binding co-ordination.

With view to the forthcoming meeting - given Governor Hoffmeyer's

great interest in the matter - you might wish to mention briefly at the
beginning of the meeting that so far only three Committee members have
filled out Governor Hoffmeyer's questionnaire. As soon as a greater number
of Committee members have replied, the Rapporteurs will summarise the
information that can be derived from the answers and submit a brief note to

all Committee members.




9th November 1988

Dear Joly,

Please find attached a brief note for the Chairman. Its main
purpose is to make Monsieur Delors aware of recent developments with regard
to the Hoffmeyer questionnaire and to prompt him to mention the matter
briefly at the beginning of the meeting. Tommaso has not seen the note but

I don't think that he has any objection.
Kind regards,

Yours sincerely,

(L

Gunter D. Baer
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Dr Erik Hoffmeyer

. Governor

Danmarks Nationalbank

DK-1093 Copenhagen K -
Havnegade 5

Denmark

ik

I was very interested to see the pro forma on economic policy
measures and instruments which you enclosed with your letter of
11 November. I had seen the table, together with a copy of your
letter of 26 October to President Delors, before our November

meeting and I had hoped that we might have been able to discuss it

then. The completed example you have given does appear to
provide a clear picture of what degree of consultation or
co-ordination is already possible in the case of Denmark and what
would require more difficult political steps., Unfortunately it
is very difficult for the situation in the United Kingdom to be
adequately reflected in a tabular presentation which focuses on
formal procedures or statute since these play little part in our

gystem. Nevertheless, I think what you are hoping to demonstrate

in this way is very important to our Committee's work. I have
therefore attempted to complete the table as far as possible, but
you may find it helpful also to have the following description of
where decision-making responsibilities lie in the UK.

M ar

Monetary policy is formulated jointly by the Government and the
Bank of England, and executed by the Bank of England. Thus the
detailed decisions on market operations, including at times those
involving the rates at which the central bank deals, rest with the
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Bank of England. Any decisions involving the creation of new
issues of Government debt rest ultimately with the Government.
All of these decisions could in principle involve prior
communication, consultation or co-ordination with EC partners;
only the creation of new Government debt is a matter directly
governed by national legislation, which gives very wide scope for
discretionary decisions by the Government.

Exchange Rate Policy *

Those questions relating to the exchange rate mechanism of the EMS
are not currently applicable to the UK. As with monetary policy,
exchange rate policy is formulated jointly by the Government and
the Bank of England and executed by the Bank. It nevertheless
has to conform with the statute governing the operations of the
Exchange Equalisation Account so that, whereas prior
communication, consultation or co-ordination of operations with EC
partners could take place, decision~-making power could not be
transferred without a change in legislation.

i 1i

All decisions on taxation must be enacted by Parliament, which
also has to approve the supply of money to finance most items of
public expenditure. In both cases, the proposals are made by the
Government, which will guide them by the formulation of a fiscal
strategy -~ as currently, in the MTFS. The strategy to be
followed by Government could, without change to national
legislation, be a subject for consultation or co-ordination with
EC partners. Individual tax proposals could not be the subject
of prior open discussion, because of the risk of forestalling.

I am gending copies of this note to other members of the Committee.

o ey




S he S - T

)

- Tt

COUNTRY: UNITED KINGDOM.

Majer instruments and pclicy measures 10 be soplied in cannection with the graaual reaiisation
B cf the Ecanomic and Monerary Unian

Can under present provisions policies decisions Can ,‘hé
. be: * decision-
"o making power
o Who ba transterrag
instrumlent/pclicy Mmeasuyre makes the . te Community
decision?t | <@mmunicated , taken aftar | bodieswithaut
prior to takgn atter h oin
impiementa- | consuitation? co- changes |
mee 2 ! ordnatien? | . nationai
uan legisiation?
Monerars ooiicy ] -
- Changeincentral bank interést  [CB (GOV) | YIS YES YES NO
rates . - . .
- Gredit nolicy N/A - - - NO
» Raserve requirements N/A - - - NO
- Opar market ogerations {€B (GOV) YES YES YES HO
‘ Financing of governmaent gaficits GOV+CB YES YES YES NO
- Govermment debtmanagement |[CB+GOV YES YES YES 1O
Excnange rata soficy _
- Change in central rates - UK DOLS NOT PARTICIPATE: NO
- Change inintervention margins |- DIRECTLY {IN THE DECESIONS NO
- Change inintervention creait GOV+CR " COMMON DECISIONS NO
mectianisms : '
- Imterventuicn pelicy GOV+CB YES YES. YES NO
« Management of officiai reserves  |CB (GOV) YES YES YES NO
'=,?;caf poiicy - |
' Direct taxes P WO NO
. Taxation of interest and caoital ONLY AFTER
incame P PUBLICATION NO NO
@ Cirect taxes P ' MO NO
- Budget naiance targets ' GOV YES YES NO
Qther soiicy inerryments ang
measyras 1soeacry)

!

Plessa spec:=: Governor, Central 8ank 3oard,

CB
*)

is assured.

In agreement with the Sec
added: Communication,
take place between EC-

GOV

Minister, Cabinet, Pariiarment,
\, \—n——-\'—-——l

P

retariat the followiag information should be

consultation and cecordination is assumed to
partners in a forum, where full confidentiality
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P A4



Qs

KARL OTTO POHL

Secretariat of the
Delors Committee
attn. Mr Baer

Bank for International
Settlements
Centralbahnplatz

CH-u002 Basel

Dear Mr. Baer,

November 22, 1988

attached please find the tableau which was distributed in

our November meeting. | have filled it in for Germany.

Bes?[:vegards c[) ‘
(it Bl Ve,

Encl.




@ : COUNTRY: GERMANY

Majdr instruments and policy measures to be applied in connection with the gradual realisation
of the Economic and Monetary Union

Can under. present provisions policies decisions Canthe
be: decision-
making power
Who be transferred
Instrument/policy measure makes the o to Community
decision?1 )] cOmmunicated taken after | bodieswithout
prior to taken after co- changes in
implementa- consultation?’| ordinati on?w national
tion? legislation?
T Monetary policy = "™ R T -
- :Zar\taer;ge in central bank interest B YES YES NO NO
- Reserve requirements cB YES YES NO NO
.Open market operations cB YES YES NO "NO
- Financing of government deficits 2) YES YES NO: NO
- Government debt management Gov YES YES NO NO
Exchange rate policy _
- Changein central rates Gov (CB) : NO
- Change in intervention margins GOV (CB) as forming part of the EMS NO
- Changeinintervention credit . these are common decisions .
mechanisms cB ‘ NO
- Intervention policy cB YES YES NO NO
- Management of official reserves cB YES YES NO NO
Fiscal policy
- Direct taxes P YES YES NO NO
- Taxation of interest and capital
income P YES YES NO NO
-_'ndirect taxes P YES YES NO NO
- Budget balance targets Gov (P) YES YES NO NO
Other policy instruments and
measures (specity '
- Incomes Poli cy3) = o= : - - -

1) Please specify: CB (Governor, Central Bank Board); GOV (Minister, Czbinet); P (Parliament)
2) Only limited cash advances at CB discretion.

3) Matter for management and labour.

4) Consultation not binding decision-making bodies.
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LE DIRECTEUR GENERAL

Réf.:

I.

INSTITUT MONETAIRE LUXEMBOURGEOIS

Luxembourg, le 22 novembre 1988

25/88 - PJ/MJIP

Mr. G. Baer
Bank for International Settlements
CH - 4002 BASLE

Sir,
Please find enclosed the questionnaire

by Mr. Hoffmeyer as filled in for Luxembourg.

Sincerely,

Pierne Jaans\

Adresse postale: L—2983 Luxembourg Siege: 63, avenue de la Liberté Télex: 2766 Tél.: (352) 478 868 / 872 / 860 / 884
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COUNT

RY: LUXEMBOURG

Major instruments and policy measures to be applied in connection with the gradual realisation
of the Economic and Monetary Union

Can under present provisions policies decisions Caq ,?he
be: * decision-
, making power
Who be transferred
Instrument/policy measure makes the . to Community
decision?! | <Ommunicated f _taken after | bodieswithout
, p:'"" t°t. take;'!t:ﬁ:; , co- changesin
imp tierne;‘u a- | consu 21 ordnation? ) natiorjlal
on: legisiation?
Monetarv nolicv 6
- Change in central bank interest 2 c8 yes yes no no
rates .
- Creditpolicy C8 + GOV yes yes no no
- Reserve requirements 2 c8 yes yes no no
- Openmarket operations 2 cB yes yes .no no
- Financing of government deficits 3 c8 yes yes no no
- Governmentdebt management> cs yes yes no no
Exchange rate policy
- Change in central rates Gov '
9 . : Luxembourg beirlg a member of the EMS, no
- Changeinintervention margins Gov these are commgn decisions no
- Changeinintervention credit GOV no
mechanisms
- Intervention policy 2 c8 yes yes no no
- Management of official reserves * cs yes yes no no
Fiscal oolicy
- Directtaxes P yes> yes no no
- Taxation of interest and capital P yes> yes no no
income
- Indirect taxes P yes> yes no no
-  Budget balance targets Gov,P yes> yes no no
Other nolicy instruments and
measures (soecitv)
- Incomes policy Gov,P yes> yes no no

' Pleasa specify: Governor, Centraf 8ank Board, Minister, Cabinet, Parliament.

2,3,4,5,6 See reverse.

*) In agreement with the Secretariat the following information should be
added: Communication, consultation and coordination is assumed to ,
take place between EC-partners .in a forum, where full confidentiality

is assured.
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COPY Copenhageri, 11 November 1988

Dear Colleague,

On October 26 I sent President Delors a letter attached to

.' which was a table to be considered at our November meeting. A

copy of the letter and the table was forwarded to the members of
the Committee. '

Unfortunately time did not allow us to have a closer look at
the questionnaire. However, in light of the issues raised at our
discussions, inter alia the possibilities for ex ante co-ordination
and the scope for enhancing the collaborative framework in some
way or the other, I think the table could convey relevant infor-
mation on the various steps to monetary union.

Hence I suggest that the table distributed at our November
meeting be filled in and returned to the two Rapporteurs with a

view to be considered in connection with the Committee's further

. deliberations.

For your convenience I enclose two copies of ﬁhe tabie, one
of which I have filled in for Denmark.

I am sending a similar letter to our colleagues on the
Committee. A copy has also been sent to President Delors and the

two Rapporteurs.

Yours sincerely,

Pl ol

Enclosures



COUNTRY:

DENMARK

Major instruments and policy measures to be applied in connection with the graduai realisation
of the Economic and Monetary Union

Can under present provisions policies decisions Can the
be: *) dedsion-
making powe
Who be transferrec
Instrumentpolicy measure makes the ) to Communit
decision?! comm'umcated taken after | bodies withou
prior to taken after o changesin
i - ion? .
umplgme7nta consuitation? ordnation? national
tion? legisiation?
Monetary policy
- Change in centrai bank interest :
ratesg . CB YES YES YES NO
- Credit policy CB+GOV YES YES YES NO
- Reserve requirements CB+GOV YES YES YES NO
- Open market operations CB YES YES YES NO
- Financing of government deficits ([GOV (CB) YES YES VES NO
- Governmentdebt management |GOV (CB) YES YES YES NO.
Exchange rate policy J
- Change in central rates GOV (CB) NO
- Changeinintervention margins GOV (CB) as a member of EMS| these NO
- Changeinintervention credit are common deClSlOPS
mechanisms CB (GOV) NO
- Intervention policy CB YES YES YES NO
- Management of officiai reserves CB YES YES YES NO
Fiscal policy
- Directtaxes P 2) YES NO NO
- Taxation of interest and capital
income P 2) YES NO NO
- Indirect taxes P 2) YES NO MO
- Budget balance targets GOV 2) YES ? NO
Other nolicy instruments and
measures iséecrﬁi _
- Incomes Policy COV, P 2) YES NO NO

2)

*)

Pleasa specify:@vemor, Centraif Bank Board,

v

CB

added: Communication ’

take place between EC-

is assured.

Minister, Cabinet,{arﬁament. ,

GOV

b

Government proposals can be notified when tabled.
In agreement with the Secr

etariat the following information should be
consultation and coordination is assumed Fo '
partners in a forum, where full confidentiality
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COUNTRY:

i Mayor Instruments and policy measures to be applied in connection with the graduai reahsatxon
' of the Economic and Monetary Union

_ ) * | Can under present provisions policies decisions Caq Fhe
~, be: *) decision-
.- ‘ making power
Who be transferred
lnstrumenﬂpolicy measure makes the - to Community
decision?1 | COMmunicated ken aft bodies without
taken after
prior to taken after - changes in
im - ion? . :
PltiEme;nta consuitation ordnation? | .. nauoqal
on? legislation?

Monetarv oolicy

- Changein central bank interest
rates

- Credit policy

- Reserve requirements

. - Open market operations ‘

- Financing of government deficits
- Governmentdebt management

Exchanage rate oolicy

- Change in central rates
- Change in intervention margins

- Change inintervention credit
- mechanisms

= Intervention policy
- Management of official reserves

Fiscal policy
- Directtaxes

- Taxation of interest and capital
mcome

’ - Indirect taxes
- Budget balance targets

Other noiicv instruments and
measuras (spec!Ty)

1 Pleasa specify: Governor, Central 8ank Board, Minister, Cabinet, Parliament.

*) In agreement with the Secretariat the following information should be
added: Communication, consultation and coordination is assumed to

take place between EC-partners in a forum, where full confidentiality
is assured.



