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CENTRAL BANK
OFf IREIAND

PO Box No 550 gne (01) 718080 Mauri
Peing St Dubiina %3041 Fox, 716661 o

17 January 19049

Dr. Tommassq Padoa-Schioppa,
Rapoortaur,

Committaa fdr the Study of Edonomic

and Monetary Union, \
Banca d'Italia,
1-00184 noma; |
Via Nazionalm 91,

Italy

Dear Dr. Padpa-Schioppa, :

|
1 am writing| in response so the Chairman's jnvitation to submit
|

written views on the last dvaft of Part 111 of tha Raport. IIn the

light of the| extensive discusgions of the draft at cur 1asc;

|

|
meeting and the opportunities for further examinatjon in March and

April, I do hot propose to depl here with specific drafting
suggestions pr with points ofldatail. 1l would, however, like to
focus on uomﬁ of the major ispuas that impinge on the shupo of

|
economic and}monetary unidn, halnly those relating to the

principles of parallelism and particlipation, which seem to qa to
|

have tecaivep insufficient atbention in the drafl.
. I

|
I regard it ps essantial to aghara to the principle that thara be

parallel advances in lntnqralhted argas. In particular, before
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the achinvam{nt of the final stage of economic and monutary ynion,
all Community countriea will qaad, through a continuous
progresasion, to have reached J broadly similar level of econamic

development apd to have achieved a high degree of convergenuﬁ in

fiscal, monetpry and other acopomic policies. If this is not the
case, disparities within the Community would cause persistent
capital and lpbour flows from the lass prosperous to the richer
regions, creating both ecoﬁomil and political tensions thal would

|
put the whole|procass of rdnlihing EMU in jeopardy.

Giving practigal expression to|the principle of parallelism

requiraes, in &ha first instignce, that we should racognise and

acknowladga tta position friom ghich we start. Signiflecant

progress has slready baan mada towards coordinatlon of munuLn?y

policies and *he Skeleton of the Report proposes further detafiled
!

measures to pirogresas such coordlnation by the sirongthening of the

role of the C¢mmittee of Gowermors. If monetary pollcy

coordination §s not to ba overburdened, a prarnquisite for further

aconamic intaﬁration is that tIese advances be matched by

convincing me¢hanismx for the ¢oordination of other economic
|

policies.

With tegard t¢ budgetary policies, there is a nred to begin work

r |
immadiataly o) improving the degrae of coordination betwean nambar

States. Whilq evidence of progress on Lhe monctary coordlnat*on
front has beeq evident sincp 1979 and most recently with the
Basla/Nyborg *graemant. fisgal coordination has lagged far beﬁind.

|
It ig doubtfui, thetefore, If the measures outlined in staga i go

far anniinh n Aamenwva affantldva Anwd facienr Sa TMI ey dlha Sodaad e
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Cofigunity institutions would, |in stage 1, assumc responsibil
for coordinating budgetary policies and the adequacy of the
mechanismg that would be elployed to tackle amarging diverge

of fundamentdls is doubtful. [Thuse processes could be

strengthened by bringing fprward to stage 1 some wlements of
2, particulagly those relatinl
guidelines f4r key financiml targats and tha coordination of

budgetary po}icies. Moreover, tha Skeleton of the Report, is

to the adoptlon of mediwn-term

ity

nces

stage

ot

explicit on the nature of ths CEPC or its level of responsibility,

nor is 4t clgar from whence the CEPC would derive its authority.

It is vital for the effective coordination of budgetary policies

that the CEP¢ should "have teeth" and be influential and aff

at political leval,

The principle of parallelism in wmconomic and monetary unlon
applies aven more fundamentally to the issue of tackling rag
inbslances. In the Report no|new proposala are envisaged fo
stage 1, while none of tha three stages leading to EMU uxpll

acknowledges tha essential roje of Community regional policy

stage 1 it ip simply envisaged that Lhe "Brussels package' f

ctive

{onal
r

citly
y In

or

raforming anfl doubling the structural funds would be implemented

in full. As my paper to the fommittce on regional pollcy

emphasisad, guch measures by

hemsalvas would not be sufficient te

tackle the pyoblem of rqgibna disparities. 'The requirements of

EMU go far beyond the 1992 prpgramme in tarms of tha constra

which they pjlace on policy autonomy in individual countries.

integration procseds, policy mutonomy would diminish, se that

Community rabionnl policy! play an increasingly active ¢

intm

As

ole if
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U sensible to juggest that well before the final stage there should
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EMU is to be sustainable. Thu
stages of EMq, adequate measur
with the regional problem. In
the report, this would mean th
there should be an explicit an

economic policies.

The principld of participation
member States reach & cons¢n54
Comunity buti that, allowiag f
progress towdrds full particid

by the end of mach stage. 1In
and one that;would not raqiireg

made towards EMU if by the end

participated in the sxchange-3

The Report rgquiras that by st
participate in a no-marging fi
drafted, the manner in whigh {
elaborated ugon. The Report §

a position to do s0]" would pa

margins of fluctuation would ke reduced.
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8, long bafore reaching the later
a8 must already be In place to|daal
terms of the calendar outlined in

&t from tha beginning of stage |l

d detalled ragional dimension to all

1

}
requires that not only should ?'all
s on the final objectives of the
or £flexibility, a pood deal of

ation be made by all membar Status

this regard, a significant step -
a change in the Trouaty - would be

of stage 1 all mambor SLates fully

ate mechanism of the EMS.

sga 3 all membar Stales wonld

As

|
hig is to be brought aboul is not

¥ed exchange-rata system.

tates that "all member countries [in
rticipate in the ERM and Lhat |

|
As 1 polnted out a* the

|

|

meeting, if the phrase in square brackets is retalned In thel|final

draft, a memjar State could c

floating to 4 totally fixed e

nceivably move overnight from +

changa-rate regime. This saamf to

| {
me not merely imprudent buk impracticable. Tt would seem more
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be an obligstion on member States not already participating

ERM to do sol this would enable gradual movement towards Q

system of permanencly fixed rates. Tt would also ensure Lha

member States took the praspacts of EMU with the same sariou

Yours sincersly,

o k L_‘?@/\’ /

PB@7- 837

-

in the

t all

Bness,




