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Participation

" There Iis one Community, but not afl :tne members have

participated fully in all Its aspects from the beginnlng.
So far this has mainly been the/consequence of successl|ve
enlargements and, for the EMS, of the decision of some
countries not to Join e exchange rate agreement., A
consensus on the final oBJectives of the Community, as well
as participation In tlie same set of Institutions, should be
maintalned, whileZallowing for a degree of flexiblilty
concerning the .,date on which some member countrles joln
certain arrapgements. The management of each set of
arrangements’ should be the responsibliity of those who
fully participate in It.

has/three distinct steps towards economic and monetary unlon.

‘There are many similarltlies between the two scenarlos. In both

scenar 10s§:
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each stage stage represents a significant change with
respect to the precending one, and allows for functional
and Institutional developmeqj.wlthln each stage;

there are paralle! deveiopments on the economic and
monetary sldes;

no precise calendar Is glven for moving from step to step,
but In both cases stage one would begin with the coming
Into force of the Directive for the full Iiberalisation of

capital movements;
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¢v) step three would include the passing of the definitive "
“gate" of the "lirrevocable locking of parties", which In St
turn Iimplles the coming Into force of a monatary regime In
which the responsibliity to ensure price stabiiity Is -
exerted jointly through the ESCB.'ETparallel movement would “
have to be made on the economic side with an Increased role v
for the CEPC; '

The essential differsnces between the two scenarlios primarily

concerns step one, In which they take varying views on the

questlions of (a) Indivigibllity and gradualism; and (b)

participation.

a. Indivis!blllty and gradualism "
Scenarlo A unambliguously leaves In natlional hands the fuli JQ

responsibliity for monetary declslon-making In the first
phase. There would be an upgrading of the procedures for
pollcy co-ordination both In the economic and monetary
areas, but the new procedures would not be binding and no
change would have to be made In either the Treaty of Rome
or In natlional legisiation. Changes In secondary Community
legiglation would be sufficlent.

in scenarlo B on the other hand, although the
responsibllity for pollcy decisions would remain whoily in
national hands, the flrst stage would Include from the
outset the creatloh of a European Reserve Fund (ERF). It
would have some monetary peolley Instruments avallable to
it; and would be a training ground for the c¢onduct and
formulation of the uhlque European‘monetary polley.
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b. Partlicipation

While shaped for the speciflic needs of Z7M the first step
of scenarlo A woulid be consistent with participation of all
Member States of the Community. In contrast, in scenarlo B
only those countries which fully participate In the
exchange rate mechanism of the EMS would fully participate
In the ERF.

These differences In the flrst stage of each scenario would entall
gsome slight differences In their second stages. In particuiar, the
second stage of scenario B would Include the unwinding of the ERF
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and [ts absorption In the ESER, T ngtass o —
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Both scenarios see scope for Immediate and meaningful measures In
both the economic and monetary areas. An Important question |Is
whether these should Involve immedlately some changes In national
legislation. It may be thought that the political and Institutional
debate that wouid Inevitably accompany any act to be taken by
natlonal parllaments should be reserved for the "blg change" of a
new Treaty rather than for an initlat step only. On the other hand,
It may be considered that thils 1s too constraining and that
Immediate moves to create an embryo monetary Instlitution should be
made, even if these would require changes In naticonal legisiation.

Amongst the Justiflcations for a more substantliai first step are

the following three observations,
T T e, 4”,/’)

The creatlon by 1992 of a single European market for capital
transactions and financial services lIs an irreversible process In
which European countrles have engaged and which requires central

" banks of countries partlicipating In the EMS to Improve monetary

pollcy co-ordination at both Internal and'external laveis.
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~— EMS and policy coordingﬁifézjnglOW1ng Alfe procedure used in 1978

for the creation he EMS ( a ReSolution of the European Council

Mo SRF,

participants] with the task of inter&ening in third currencies
and eventually in Community currencies intramarginally or at the
11m1t in order to supplement individual action when tensions
T ERT
appear. RFamd's intervention should take place after unanimous
agreement has been reached between central bank members.
Interventions would serve the two purposes of creating a
"training ground" and providing a signal effect through concerted
interventions;
ERT |

- the resources of the Femd will be provided by a pooling of reserves
of the participating central banks that would represent initially
10Z of their gold holding and 107 of their foreign currency
holdings.

3y
- the ¥und would ensure the management of theses reserves.-
Eow

- the #uad would also set up;aéknetaryZﬁepartment which would be
in charge of analysing in particular interest rate trends,
monetary aggregates and domestic demand. It would thereby
facilitate from a community point of view the concerted

management of exchange rates and the coordination of monetary

policies among the different participating central banks.




- this phase could go along with the creation of a monetary policy
coordination committee, which would define common surveillance
instruments, propose harmonised objectives, and would progressively
graduate from an ex post analysis to an ex ante approach to monetary
policy adjustment.

- all the EEC's central banks would be eligible to join the ERF.
However, membership would be subject to their participation in
the exchange rate mechanism and the pooling of a portion of their
reserves.

- as a forerunner of the future European Central Bank or the

. ER¥

European system of central banks, the management of the Eund

" would consist of:

. a Board of Directors which would comprise automatically the
Eer
Governors of each central bank participating in the Fund;

. an,ékecutive Committee whose members would be selected by
the Committee of Governors on the basis of competence. This
executive Committee would be of a small size, consisting of
three or four members who would have direct responsibility

E ¥
for the different departments of the Furd;
two committees: a Foreign Exchange Policy and a Monetary
Policy Committee. They would report regularly to the
Committee of Governors and, in the framework of a more
active "monitoring", would recommend appropriate action in
the field of exchange rates and interest rates;

. two departments: a Foreign Exchange and Reserves Management

Department, and a Monetary Policy Department.




