COMMITTEE: FOR THE STUDY OF 10th January 1989
ECONOMIC AND MONETARY UNION

Please find attached:

- a clean copy of the note on "The ECU, the common currency and the

Monetary Union" (CSEMU/7/89), and

- a summary of the replies which have been received so far to

Governor Hoffmeyer's questionnaire (CSEMU/8/89).

'9 COMMITTEE FOR THE STUDY OF '10th January 1989
ECONOMIC AND MONETARY UNION '

Please find attached:

- a clean copy of the note on '"The ECU, the common currency and the

Monetary Union' (CSEMU/7/89), and

- a summary of the replies which have been received so far to

Governor Hoffmeyer's questionnaire (CSEMU/8/89).



COMMITTEE FOR THE STUDY OF CSEMU/8/89
ECONOMIC AND MONETARY UNION 3rd January 1989

Summary of replies to Governor Hoffmeyer's questionnaire

Can under present provisions policies decisions be: Can the decision-
making power be
transferred to
Replying country icated Community bodies
comn:il.;rrntc: € taken after taken after without changesin
ol P tation? | consultation? | co-ordnation? national
Implementation’ legislation?
Belgium yes yes yes/nol no/yes?
Denmark . yes3 yes yes/no! no
France4 yes3 yes yes/no! no
Germany yes yes> no no
Greece
Ireland
italy yesb yesb yesb no
Luxembourg yes3 yes no’ no
Netherlands yes yes yes no
Portugal yes3 yes yes/no! no
Spain yes yes -8 " no
United Kingdom yes yes yes/nol no

All policy decisions except those relating to tax changes can be taken after consultation.

2 With the exception of changes in intervention credit mechanisms, intervention policy and
management of official reserves, no other decision-making power can be transferred under
present legal provisions.

3 Government proposals on fiscal policy measures can be notified when tabled.
Communication, consultation and co-ordination are assumed to take place between EC-
partners in a forum where full confidentiality is assured.

5 Consultation not binding decision-making bodies.

6 Inthe case of changes in direct taxation only at the moment when the Government proposals
are presented to Parliament; consultation and/or co-ordination have to take place at
Government level; the Parliament may still modify Government proposals.

7 "No" in case co-ordination implies mandatory consideration of others' concerns.

8 Left unanswered because the meaning of co-ordination is not clear, i.e. whether it might
involve the transfer of sovereignty to the Community bodies where policies would be co-
ordinated.




Summary conclusion:

Broadly speaking the replies to Governor Hoffmeyer's questionnaire lead to the
following two conclusions:

Firstly, all countries can under present provisions communicate policy decisions prior to
implementation (although some countries pointed out that tax changes could be communicated
only after having been tabled) and take policy decisions after (non-binding) consultation. There is
equal unanimity that decision-making power cannot be transferred to Community bodies without
changes in national legislation.

Secondly, no clear answer emerges whether under present provisions policy decisions
can be taken after co-ordination. The main problem appears to relate to the meaning of co-
ordination: if it does not imply mandatory consideration of others' concerns the answer would
generally appear to be yes (perhaps, with the exception of tax changes), but if national decision-
making would be subordinated to (binding co-ordination, a number of countries would seem firstly

to have to enact changes in their national legislation.




BELGIUM

COUNTRY:

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

——

Canthe

)

e

_ Can under present provisions policies decisions .
~x be: * . edision-
-.. . making power
Who be ransterres
Instrumenvpolicy measure makes the ) to Community
: decision? | COmmunicated taken after | bodieswithout
prior to taken after - changés in
. ‘g hanges
lmpigme’nta- consulitation? ordnation? | .. fational
ton? legisiation?
Monetarv oolicy _
- Change in central bank interest ' .8
ratesg ?k neere CB (G) 2 _YES YES YES nC
. 3 ; 8.
- Credit policy CB + Gov YES YES YES NO™ .
. * 8 .
- Reserve requirements CB + Gov YES YES YES NO
o ]
Open market operations CB + Gov YES YES YES NO
' 8
Financing of government deficits lGov (P) +CB YES YES YES NO
. 8
- Governmentdebt management |Gov + CB YES YES YES NO .
Exchange rate oolicy
- Changein central rates Gov as a membpr of EMS thése are 0]
- Change in intervention margins Gov ¢ " .Qe:xszons - NO
- Change inintervention credit CB YES9
mechanisms .
- Intervention palicy CB YES _ YES YES YES?
- Managemen: of official reserves CB' YES YES YES YES?
Fiscal oolicy
. 5 £ No8
- Directtaxes ) P YES YES NO
Taxation of interest and capital 5 ‘ 6 8
income YES YES NO NO
. 5 6
Indirect taxes YES YES NO o8
7 8
- Budget balance targerts Gov YESS YES YES NO
Other oolicy instruments and
measures 1soecirv) 6 a
- Incomes Policy Gov (P) YE3 YES NO NO -
+ social
) ' partners
1 Pleasa specify:\Governor, Centrai 8ank 8oard; Minister, Cabineg\Padiament./
CB Gov P

*)

In agreement with the Secr

added: Communication '

- is assured. -

etariat the follbwing information should be

consultation and coordination is assumed to
take place between EC-partners in a forum, where full confidentiality
P P



NOTES

2)

3)

4)

5)

6)

7)

8)

9)

The government can veto any ofithe central bank's decisions
related to monetary and exchange rate policies.

Credit ceilings.

The Central Bank has an advisory capacity
Govefnment proposals

In the absence of binding Community legislation.

Cf. art. 3. decision of Council. Feb. 18.1974
(cf. appendix).

Except for Community regulation if the Treaty allows.

For political reasons, the consent of the Government
would be needed.



DENMARK

COUNTRY:

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

Canthe

Can under present provisions policies decisions o
be: *) decision-
making powe
Who be transferrec
Instrument/policy measure makes the , to Communit
decision?? | ¢OmMmunicated taken after | bodies withou
prior to taken after o changes in
. ] s :
unpl_eme,nta consuitation? ordnation? national
gan! legisiation?
Monetary ooiicy
- Change in central bank interest ‘ :
rates , 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 YES NO
- Governmentdebt management [GOV (CB) YES YES YES NO-
Exchange rate policy d
- Change in central rates GOV (CB) 1 NO
- Changeinintervention margins |GOV (CB) as a member of EMSL these NO
L . . are common decisiopns
- Change in intervention credit ,
mechanisms CB (GOV) NO
- Intervention policy CB YES YES YES NO
- Management of official reserves CB YES YES YES NO
Fiscal oolicy
- Directtaxes p 2) YES NO NO
- Taxation of interest and capital
income ' P 2) YES NO NO
- Indirect taxes P 2) ~ YES NO NO
- Budget balance targets GOV 2) YES ? NO
Qther oolicy instruments and
measures (SQECI Y)
- Incomes Policy COV, D 2) YES NO NO

Pleasa specify: Governor, Centraf 8ank Boar,

?,Mnnuster, Cabmet)

Y*

CB

2)
*)
added: Communication ’

take place between EC-
is assured.

~V
Gov

\Eadiament. ,

b2

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

at the following information should be
consultation and coordination is assumed to
partners in a forum, where full confidentiality



FRANCE

COUNTRY:

Major instruments and policy measures to be applied in connection with the gradual realisation

of the Economicand Monetary Union

Can under present provisions policies decisions Can .thré
. decision-
be: (2) ;
making power
Who be transferred
Instrumentpolicy measure makes th?] ) to Community
: decision?'!] cOmMmunicated taken after | bodieswithout
prior to taken after hanges in
implementa- | consultation? co- changes
tion? "1 ordnation? national
’ legislation?
Monetary policy
- rCal'\taers\ge in central bank interest CB + GOV YES YES YES NO
- Credit policy CB + GoOv YES YES YES NO
-‘eserve requirements CB + GOV YES YES YES NO
| - Open market operations CB YES YES YES NO
} - Financing of government deficits 9 - - - NO
| Gav - - - NO
- Government debt management
Exchange rate policy
- Changein central rates GOV (CB) NO
- Change inintervention margins GOV (CB) as a membpr of EMS thegse are NO
- Change inintervention credit CB (GOV) common det i s19ns NO
mechanisms ,
- Intervention policy CB (Gov) YES YES YES NO
- Management of official reserves CB YES YES YES NO
Fiscal policy
- Direct taxes P (3) YES NO NO
-‘lacx:rﬂce)n of interest and capital p (3) VES NO NO
- Indirect taxes P (3) YES NO NO
- Budget balance targets GOV + P (3) YES NO NO
Other policy instruments and
measures (specify)
Incomes Policy GOV (3) 'YES YES NO

(1) Please specify: Governor, Central Bank Board/{\niniste’r, Cabi

net, Parliament,

N

CB

“~~
GOV

\/

P

(2) Communication, consultation and coordinationare assumed to take place between EC-partners
in a forum, where full confidentiality is assured.

(3) Government proposals can be notified when tabled.




COUNTRY: GERMANY

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 Cap Fhe
be: decision-
making power
Who be transferred
Instrument/policy measure makes the . to Community
decision?1 )| cOmmunicated taken after | bodieswithout
prior to taken after co- changes in
implementa- consultation?’] ordination? national
tion? legislation?
1 Monetarypolicy =~~~ ) |
- rCah(aers\ge in central bank interest cB YES YES NO NO
-, Reserve requirements B YES YES NO NO
-‘Jpen market operations (B YES YES NO "NO
- Financing of government deficits 2) YES YES NO NO
- Government debt management GOV YES YES NO NO
Exchange rate policy
< Change in central rates GOV (CB) NO
- Changeinintervention margins GOV (CB) .as forming part of the EMS NO
- Change inintervention credit these are common decisions
mechanisms B ‘ NO
- Intervention policy 8 YES YES NO . NO
- Management of official reserves (B YES YES . NO NO
Fiscal policy
- Directtaxes P YES YES NO NO
- Taxation of interest and capital '
come ' P YES YES NO NO
- Indirect taxes P YES YES NO NO
- Budget balance targets GOV (P) YES YES NO NO
Other policy instruments and
measures (specity) . '
- Incomes Poh‘cy3) = - = - -

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.



COUNTRY: ITALY

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 Can the
be: (6) decision-
making power
Who be transferred
Instrument/policy measure makes the . to Community
decision?! | cOMmunicated taken after | bodieswithout
priorto taken after o changes in
. i o . ‘
|mplt_eme,nta consultation? ordhation? national
ton: legisiation?
Monetary policy
- Changein central bank interest
rates CB - GOVT YES YES YES NO
- Credit policy CB - GOVT YES YES YES IT DEPENDS
- Reserve requirements CB - GOVT YES YES YES NO
Open market operations CB YES YES YES _ Nog
- Financing of government deficit{1]CB - GOVT YES YES YES NO (7)
- Government debt management(2)|CB - GOVT YES YES YES NO
Exchange rate policy
. i
- Changein central rates GOVT, CB YES YES YES NO
- Changeinintervention margins |GOVT, CB YES YES YES NO .
- Change inintervention credit ‘
mechanisms GOVT, CB YES YES YES NO
- Intervention policy CB YES YES YES NO (7)
- Management of official reserves CB (3) YES YES YES NO
Fiscal policy
- Directtaxes GOVT, P YES (4) YES (5) YES (5) NO
- Taxation of interest and capital " ‘
income GOvVT, P YES YES YES NO
Indirect taxes GOVT, P YES YES YES NO
- Budget balance targets GOVT, P YES YES YES NO
Other policy instruments and
measures (specify) '
- Incomes policy GOVT, P YES YES YES NO

1 Please specify: Governor, Central Bank Board, Minister, Cabinet, Parliament.
\___—-—-—v—\_/ k____y_\/

CB

GOVT

P

(1) Monetary financing of deficits is decided by CB, exception made for credit that must be granted by CB to Govt

through the current account, up to a maximus amount fixed by law; such an amount can only be increased by P.

(2) CB acts as a technical consultant to GOVT.
(3) UIC (representatives of Treasury, Ministry of Foreign Trade; Chairman is the CB Governor).

(4) At the moment in which GOVT proposals are presented to P.
(5) Consultation and/or coordination have to take place at GOVT level; P may still modify GOVT proposals.

(6) Can not subordinate the effectiveness of the intervention to prior comsunication, consultation or coordination.

(7) There can not be transfer of responsibilities, but the Community body could add its action to that taken by

the national bodies.



COUNT

RY:

LUXEMBOURG

Major instruments and policy measures to be applied in connection with the graduali realisation

of the Economic and Monetary Union

Can under present provisions policies decisions Caq Fhe
be: *) decision-
, making power
Who be transferred
instrument/policy measure makes the . to Community
decision?t | ©Ommunicated b taken after | bodieswithout
_ p:'tor 0 take;tt at. er’ co- changesin
- ation? |- . :
'mp gme)nta consu ordnation? . national
uon? legistation?
Maonetarv oolicy 6
- Change in central bank interest 2 CB yes yes no no
rates .
- Credit palicy CB + GOV yes - yes no no
- Reserve requirements 2 CB yes yes no no
- Openmarketoperations 2 cB yes yes no no
- Financing of government deficits 3 c8 yes yes no . no
- Governmentdebt management 3 c8 yes yes no no
Exchange rate oolicy
- Change in central rates \ no
9 i GO Luxembourg beijg a member of the EMS,
- Change inintervention margins GOV these are commgn decisions no
- Changeinintervention credit GOV no
mechanisms
- Intervention policy 2 c8 yes yes no no
- Management of official reserves * e 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 oolicy instruments and
measures (soecirv}
- Incomes policy cov,P yes> yes no no

' Pleasa specify: Governor, Central 8ank 8oard, 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 t.:o
- take place between EC-partners .in a forum, where full confidentiality

is assured.



2 These instruments are available in national legislation relative to the Luxembourg Monetary
Institute. However, due to the monetary association with Belgium they need not be put into
operation. )

3  The decision to accept involvement in government deficit fimancing and govermment debt management
is an autonomous decision of the Luxembourg Monetary Institute.

4  Luxembourg has only IMF-reserves and gold as official reserves; it does not have foreign
exchange reserves other than BF. :

5 Legislative proposals can be notified only when tabled.
6 The answer is no if coordination implies mandatory consideration of others' concerns. The

answer could be yes if coordination did not imply mandatory consideration of others' concerns.

Note : Questions with respect to the answers provided may be addressed to Mr. Serge KOLB, conseiller,
at the Luxembourg Monetary Institute; tel. 478893, fax. 492180.



Major ins3
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COUNTRY: =%

s
netzs

rizrnse
T2nCS

of the Economic and Manetary Union

ruments and colicy measures 10 be apclied in connection with the gradual realisstion

Cznuncer present orovisions poiicies decisions Canthe
be: decision-
making power
Who be transferred
astrumenvpaolicy measure makes the communicated to Cammunity
decision?? i . ) taken after | bodieswithout
pricrto taken after . ,
- . co- changesin
impiementa- | consuitzucn? . . L
T tion? ordnation? natonal
’ leqisiation?
tzrv oolicy
inge in centrzl bank interest
as C3 Yes Yes Yes No
ditpalicy .- C3 Tes Tes Yes No
erve reguirements C3 Tes Tes Yes No
: Yes YTe Yes No
a2n mWKket operations C3 es S
. . e 5 Y
ancing of government deficits GOV fes Tes -es No
i - v,
sernment debtmanagement GOV ies ies Tes No
nge rzt2 policy
:nge in central rates GOV ; £+ 1SL thes ¥
HE S 2s .o member of the ZMS| theSe tlo
inge in intervention margins GOV are common HecIS1onS No
.nge in intarvention credit C2. Yo
nanisms
. . ; ¥ No
:rvention policy C3 Tes Tes ies
jagement ot official reserves c3 Yes Tes Tes No
soiicy v
i - 3 es N
- a =] NO
1z taxes GOV+2 fes Tes .
stion of interest and ¢zpital GOV+D Yes Tes - Yes No
ime
reciizxes COV=+? Tes Tes Yes Mo
get balance targets GOV=+P Tes Tes Yes No
salicy instruments and
res (sgecitv)
' 2

C3

GOV




THE NETHERLANDS

Explanatory mnote BTO049p

According to the Dutch Central Bank law the Nederlandsche Bank can be
subjected to an instruction by the minister of Finance. At the same
time, the law lays down elaborate procedﬁral safeguards embodying checks
and balances, which in practice induce Minister and Bank to consult
frequently, in order to arrive at a comnsensus on the general stance of
monetary policy. The implementation of the concrete measures is decided
upon by the Bank and the Minister is informed beforehand, e.g. in case
of a change in the discount rate. Measures of credit policy, such as
ceilings or cash reserve requirements, require agreement with commercial
banks; if such agreement cannot be reached the Bank may impose the
measure on the banks if the minister of Finance agrees, pending ultimate
approvalrby Parliament. The power of the minister to issue, within
procedural safeguards, an instruction prohibits the transfer to the
Committee of Governors of decision-making power on Central Banking
matters within the presenﬁ institutional context. The position of the
Executive Board as the governing body of the Bank also forms an obstacle

to the transfer of authority.

The financing of govermment deficits and government debt management are
in the Netherlands within the competence of the minister of Finance;
However, the Central Bank cannot be obliged to finance the government.
Furthermore, there is an understanding with the Bank that the Treasury
will refrain from monetary financing by other means. Fiscal policy

measures require approval by Dutch parliament.

In completing the questionmnaire, it has been assumed that in the stage
'decisions taken after coordination’ recommendations can be made at the
European level and that recommendations within the Central Bank'’s
competence are made in the Committee of Govermors, an EC-body that is
not subject to directives of the Council of Ministers. It should be
added that progress in monetary policy coordination requires that all
Governors participate in the coordination process on more or less the
same footing, i.e. equally independent from instructions of national

ministers.

Transfer of decision-making power constitutes a transfer of sovereignty
that will necessitate parliamentary approval of the Treaty in which this

is stipulated and probably corresponding changes in national legislation.



coumav; __PORTUGAL

Major instruments and pollcy measures to be applled In connaction with the gradual realisation
of thas Economic and Monetary Union

Can under present provisions poiicies decisions | Can the
making power
Who be transferred
Instrument/policy measure makes the communicated to Community
' decislon?! unicaie bodies without
prior to taken after take: : frer OC,::;:",::::U
lmplgmenta- ¢onsuitation? ordnation? national
tion? L legislation?
Monetary policy
- Changeincentral bank interest 2) ‘
" rates CB(GOV) YES YES YES NO
. Credit policy ca@ov®|  YES YES YES NO
- Reserve requirements. ca(Gov) YES YES YES NO
Open market operations cB 2 YES YES YES NO
« Financing of government deficits GlOV(CB):3 YES YES YES NO
. Government debt management |GOV(CB) YES YES YES NO
Exchange rate policy
« Changeincentral rates GOV(CB)B) 4 4) L4 NO
. Change inintervention margins GOV(CB)a) 4) 4) 4) NO
- Changeinintervention ¢redit 3)
machanisms GOoVv(CB) 4) 4) 4) NO
- Intervention policy cB YES YES YES NO
. Management of official reserves [CB(GOV) YES YES YES NO
Fiscal policy '
» Direct taxes P 5) YES NO NO
® Taxation of interest and capital E
income P 5) YES NO NO
- Ingdirect taxes P 5) YES NO NO
« Budgetbalance targets GOV 5) YES YES NO
Other policy instrument
measures
* Incomes Policy GOV 5) . YES ? NO

V __P
Please specify: Bovernor, Gentral Bank Board Winister, Cabinet, Parliament,

2) Decislons taken by the Banco de Portugal in its quality of monetary authority under the
guldelines set by The Finance Minister. _

3) Decisions taken by the Government in close agreement with the Central Bank.

4) When Portugal participates in the EMS/ERM, the answer would be YES.

5)
*)

Government proposals can be notified when tabled.
Assuming full confidentiality s assured.
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CQUNTRY; SPAIN

Major instruments and policy measures to be applied in connectian inth the graflual realisation
of the Economic¢ and Monetary Union

. Can under presem:pravisioﬂk policies decisions Canthe
T be: [*) decision-
.- making power
Who be transferrad
instrument/policy measure makes the . to Community
decision?t | ¢@mmunicated takdn after | bodiaswithout
, prior ta taken agLer co- changes in
im - ? .
pltgme?nta consuitation ordhation? .. national
fon legisiatian?
Menetary oalicy
+ Change in central bank interest
rates . CcB YES YES | - NO
+ Qredit policy - - - - -
. rve requirements co YES YES ) NO
- Qpen marketaperations CB YES YES - NO
- Fimancing of government deficits GOV YES YES - » NO
« Governmentdebt management Gov YES YES - NO
Exchange rate oolicy _
- Changein central rates NA2 NA Na - NO
- Change in intervention margins NA’ NA NA - NO
- Change inintervention credit
mechanisms . CB NA NA ' - NO
- Intervention palicy CB YES YES - . NO
- Management of official reserves CB YES YES | - NO
Fiscal oolicy
- Directtaxes . P + GOV YES YES - NO
- Taxation of interest and capital
‘:me P + GOV YES YES | - NO
- |
- Indirect taxes P + GOV YES YES | - NO
- Budget balance targets P + GOV YES YES - NG
QOther goiicy instruments and
measures 1specity)

!

Pleasa specify: Governor, Central 8ank Board, Minister, Cabinet, Parliament,
) : b — e Vo

(Y4 o/

‘ = cB GOV r
*) In agreement with the Secretariat the following; information should be

added: Communication, consultation and coordinajtion is| assumed to

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

2 NA = Non applicable since Spain does not participate in the Exchange Rate Mechanism
of the EMS.
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BaNco DE EsPARA

LY. GOBERNADNOR

BANCO DE ESPANR

Madrid;

Pr. Erik Hoffmeyer
Governor

Danmarks Nationalbank
COPENHAGEN

Dear Governor Hoffmeyer,

|
Please, find attached heérewith 4
have proposed, duly filled with thejanswers

becember 22, 1988

he table that you
relative to Spain.

1 am sending & copy of it to othef membergd of the Committee
and to the two Rapporteurs. ;
' ]

Naturally, decisions-making is| a more complex
reality than might be reflected b the foqmal procedures to
which the answers in the table porrespon to. You might,
therefore, find useful the follo ing brief description of
responsabilities in Spain.

Monetar olic '

Formally, general monegary objectives, including
annual monetary targets, are set by tHe Government. In
practice, however, they are fogmulated | jointly by the

Government and the Bank of Spain |after exttensive discussion

and consultation. Thereafter, raspo sability

for the execution

of monetary policy rests with the Bamnk of Spgin.

On the other hand,
with the Governmeont. ©On that point/
the Government may eventually decidg to use
to credit from the Bank of Spaip to whi

entitled. Under present prdvisionjy

at the
! total by

outstanding borrowing from the Ban
year is limited to 12% of the year'

Exchange policx

The basic medium term
. of exchange policy are set jointlﬁ
Bank of Spain. The DBank i3 ther

by the

on government

. decisions
financing and the issuing of govegnment d;Et rest ultimately
it mighj
the Treasury access

be recalled that

ch it is legally

the rgdsulting Treasury's

end of the fiscal

dget outlays.

orientatfion and objectives
Government and the
Ffter sofle responsible for

82



BRNCO DE ESPRNR

regulation of foreign exchange markpts. The
equally sole responsible for thd

reserves.

As you are aware, obl
exchange rate mechanism of the EMS [do not
Spain. Such obligations could howevek be acc
without need of changes in the presefnt Spanis

® 34 | 5216356
the management of exchange pblicy, includind intervention and
I
|
|

Fiscal policy

Bank of Spain is

managehent of external

urrently apply to
ted in the future
h lagal setting.

ations ;Etemming from the

All decisions on  taxatidn and on| the Public Budget

must be enacted by Parliament up
Government.

Additional observations ;

proposal of the

There is a need. tfor fyrther clprification of the
meaning of "coordination of polidies" sifce it is unclear

whether coordination might or mighfp not in
of sovereignty to the Commuhity bogdy where
coordinated. .I have, therefbre, 14ft unans
your table. i

Yyours Sincoarely,

Vo> lQL\,L.

volve the transfer
policies would bse
wered column 4 of

a3



COUNYRY: UNITED KINGDOM

Majeor instruments and policy measures to be aoplied in connection with the graayal reaiisaton
' ot the Ecanomic and Monetary Unien

Can under present provisions policies decisions Can the
-, pa: *) decision-
e ’ making power
: Who ba transterrag
Instrumenypolicy measyre Makes the , to Community
‘ decision?t | “@Mmunicated , taken afrer | bodies without
prior to takan atter .
L ) ion? co- changesm
xmngme?nta consultaTio ordnation? " pationai
uon legisiation?
Monerar oeiicy ‘ -
- Changein central bank interést  |CB (GOV) YIS YES YES NO
rates .- . .
- Gredit palicy N/A - - - NO
+ Raeserve requirements N/A - - - NO
Coen marxet ooerations |CB (GOV) YES YES YES NO
T’Financing of governmant geficits [GOV+CB YES YES YES NO
- Government dedbtmanagement |CE+GOV ' | YES YES YES o,
Excnange rata noticy "
- Change in central rates - UK DOES NPT PARTICIPATE- NO
- Change in intervention margins |~ DIRECTLY {IN THE DECISIONS .NO
- Change in intervention creqijt GOV+CR - COMMON DECISIONS 'NO
mecranisms ‘ ' '
- lntervenmcn DO“C‘/ GOV+CR YES YES . YES NO
« Management of officiai reserves  |CB (GOV) YES YES YES NO
Directtaxes P NO NO
. Taxavon of interest and caoital P ONLY AFTER NO NO
income PUBLICATION
@ cirecsaxes P ‘ NO NO
Budget naiance targers GOV YES YES NO
Qthar 9oiicy inetrymants ang
measurasispasryy

U Pleasa soec:y: Governor, Gentrat 8ank 3oar

d, Minister, Cabinet

CB
In agreement with the
addeqd: Communication,

take place between EC
is assured.

*)

Secretariat the followiag
consultation and ccord

GOV

L D 3rliament,

P

information should be
ination is assumed to

“partners in a forum, where full conficdentiality

TOTAL P.G@4
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Tfie: Bovernor Sondore EGER SAH
8 December 1988

Dr Erik Hoffmeyer

Governor

Danmarks Nationalbank

DK-1093 Copenhagen K -
Havnegade 5

Denmark

Yoot

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 c¢onsultation 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 bhe
adequately reflected in a tabular presentation which focuses on
formal procedures or statute since these play little part in our
system. 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.

Monetary Policy

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 Poljicy *

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 13

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 discussioh, because of the risk of forestalling.

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



