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Deat Dr., Padpa-Schioppa,

I am writing| in responsa to the Chairman's jnvitation to submit

written views on the last dvaft of Part 1il of tha Raport.

light of the| extensive discussions of the draft at our last

Tn the

meeting and #he opportunities for further examination in March and

April, I do hot propose to depl here with specific drafting

suggestions pr with points of detail. I would, however, like to

focus on uom# of the major ismuas that impingt: on the shapa jof

economic and}monotary unidn, malnly those relating to the

principles of parallelism and participation. which seem to me to

have :eceivap insufficient attention in the draflL.

I regard it gs essantial to adhare to the principle that thara be

parallel advgnces in lnterrelated areas., In particular, bef

ore
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[
the achinvam*nt of the final stage of economic and monotary ynion,

1
all Community countries will need, through 8 continuous

progression, to have reached a broadly similar levei of ecunamic
|
development ahd to have achieved a high degree of convergency in

fiscal, monetpry and other aconomic policies. If thls is not the

case, disparities within the Community would vausa persistent

capital and lpbour flows fdom the less prosperous to the richer

regions, creating both economit and political tensions thal would

put the whole| process of rqsli ing EMU in jeopardy.

Giving practi¢al expression te|the principle of parallelism

requiras, in &ha first instience, that we should recognise and

acknowledge tha position from ¢hich we start. Significant ‘ P o
: o.)c_(
progress has already bean msda|towards coordlnatlion of monctary

policies and *hn Skeleton of tIe Report proposes further dctaﬁlod

ination by the sirecngthening o:f the
i

measures to prograss such ceor
role of the C¢mmittee of Gowermors. If monetary pollcy |
coordination {s not to ba overburdened, a prarnquisite for fu;rther
econamic 1nta‘rﬂtion is that these advances hc matched by

convincing me¢hanisms for the ¢oordination of other economic

policies.

With regard t¢ budgetary polliciex, Lhere is a nrad to begln wktk

immediataly od improving the degree of coordination between

Statas. Whilg evidenca of progress on Lhe monctary coordination

front has beeq evident since 1979 and most recently with Lhe

Basla/Nyborg 13!0&0@“&, fisgal coordinstion has lagged [ur behind.

It ia doubtful, therefors, If the measures outlined in stuga lﬁ:o
Lo Cncingl . L tansirten tflichie ot rat b BEt fn, Do CVolpalon,
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for coordinaging budgetary polivias and the aduquacy of tha

mechanismg tHat would be epplc

of fundamentdls is doubtful.

strengthened by bringing ferward to stage 1 sume elements of
2, particulagly those relating to the sdoptlon of mediuwn-term

guidelines fg¢r key financiml t

budgetary policies. Moreover,

explicit on the nature of tha

These processas could bhe

tha Skeleton of Lhe Report, is

)yed to tackle amarging diverge

argsts and tha coordination of

in stage |, assume responsibllity

ces

atage

ot

CEPC or its level of responsibility,

nor is it clgar from whence the CEPC would darive its authority.

It is vital for the effective

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

at political level.

The principle of paralleligm i
applies even more fundamental
imbslances, In the Raport no

stage 1, while none of tha th

In wconomic and monetary unlion

new proposala are envisaged for

coordination of budgetary policies

ctive

ly to the isaue of tackling ragional

ree stages leading to EMU explleitly

acknowledges the essential roje of Community regional policy, In

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

raforming and doubling the structural funds would be lmplemepted

in full.

As. my paper to the Committce on regional policy

emphasised, puch measutes by themselvaes would not be sufficient to

tackle the problem of rngibna disparities. lhe reaquirements of

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

which they pilace on policy autonomy in individual countries.

integration proceads, policy mutonomy would diminish, so that

Community regional policy!

As

play an increasingly active role if
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EMU is to be sustainable. Thy
stages of Enq, adequate measur
with the regional problem. 1In
the reoport, this would mean th
there should be an explicit an

economic policies.

The principld of participation
member Stateq reach & consensy
Community buti that, allowiag f
progress towgrds full partfcip

by the end of aach stage. In

and one tha:;would not raqiird a change in the Troualy - would be

made towards EMU if by the end

participated in the exchange-z

The Report rdquiras that by stage 3 all membar Stales would

participate in a no-margins £/

drafted, the manner in whigh ¢

NO. 416 POBG 297

8, long bofore resching the laﬁer
a8 must already be In place to|daal
terms of the calandar outlined in

at from the beginning of stagw|l

d detallad ragiovnal dimension to all

requires that not only shouldall

s on the fina) objectives of the
|

or flexibility, & good deal of

ation be made by all membar Status

this regard, a significant step -

of stage 1 all mamber States fully

ate mechanism of the FMS.

xad exchange-rata system. As

his is to be brought aboul is Aot

elaborated ugon. The Report gtates that "all membar countries [in

a position to do so])" would participate in the ERM and Lhat |

margins of fluctuation would ke reduced. As L pointed out at the

meeting, if ghe phrase in square brackets is retained In the final

|
draft, a memjar State could conceivably move overnight from g

floating to 8 totally fixed exchanga-rate regime. This seems to

me not merely imprudent but impracticable. Tt would seem more

U sensible to guggest that well before the final stage there should i
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be an obligstion an member §

tates not alregady participating in tha
|

ERM to do sof this would enable a gradual movement towards a

systam of permanencly fixaed rates. Tt would also ensure Lhdt all

member States took the praspects of EMU with the same sacivupness,

Yours sincerwly,

aL—;@ A |




