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rspectives for economic

and monetary intsgratfon

1. Introduction

This section will briefly
process of economic and mpne

the Werner Report,
define and set out
and monetary union;
the perception by the mfd-
integration had lost momentum
significant developments took

which pr
a plan for

in the Commumity

]
recall the main features 4£
tary integration in Buroﬂe
In particular, it will maﬁe

gpsented a firat attempt to
the attainment of economjc

19708 that the process 4f
} nonetheless, a number 4!
place in the Community both

in monetary areas (notably th
and in non-monetary fields;

the new impetus to European in
reflected in the adopti
programme and the signing of t
the fact that progress in
advancement in other areas an
reached a stage where it is pr

2. The section will conclude
the effect-that the Community h
serious problems, has expanded as

# establishment of the ENS)
|
egration in the mid-1980s,
n of the internal markst
e Single Buropean Act;
one area has promoted
that integration has njw
ctically irreversible.

(with a Dbrief statement tpo
s proved able to overco
a result of the accession
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of new member countries and has revived the idea of economic
and monetary union. In particulaz, it'will stress that the
Community ig& now on the move and that it has put its house in

order by resolving the most yrgent budgetary and polie¢y
igsues.

2, The EMS and the adjustgggg of the European econony
|
3. In the monetary field a | new phase in the proca*s
towards an economic and anotary union opensd with the
creation of the European nongt&gm System at the end of the
'708. The progress made by the Community in the ’'80s towards
price stability, fiscal and structural adjustment, and
greater economic integration owbd much to the Europedn
Monetary System. |

4. Within the framework @f | the EMS the Community hJs
developed into a zone of incroas ng monetary stability and
open internal trade, in a peried En which the world econoay

was shaken by wide exchange rate £
trade relationships. Th accept
constraint has greatly astisted t
in gearing their monetary policy towards the objective df
price stability, thereby laying the foundations for both:a
converging price performance at aﬁlow rate of inflation and

uctuations and tengions in
|

nce of the exchange raﬁe\

e participating countries

the achievement of a high degree pf exchange rate stability.
Moreover, the greater priority given to a policy of monetary
stability has contributed, in mlny countries, to a processg of
economic adjustment obtained thro gh budgetary restraint and

moderation in cost increases, Qnd leading to an improvement

in the overall performance the economy. Finally, the
reduced uncertainty about exchang vrate developments and the
fact that the parities of the participating currencies werle

not allowed to significantly de art from the fundamental
economic conditions of the reppoTtive countrieg, created a

QALL(.V.L
A
ai«uﬂ

i o
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open intra-European trade, even in
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favourable to the maintenance and strengthening bf

a period of great economic

difficulties and severe unemploymant.

The EMS hag served asg
monetary policy
multilateral surveillance within
is in part attributable to
opt for a strong

flexible

the focal point for
co-ordination and provided a
the Community.

the willingness of countries
currency policy stance,
and pragmatic way in which it has been managed. The

improved
basis for
Its success
to

but also to the

System has evolved in responge to changes in the economic and

financial environment and on twﬁ
Basle-Nyborg 1987) its mechanism have
improved.

5. The 1launching of the Bur

accompanied by the creation and d

occasions (Palermo 1986,
been amended and

pean monetary system was
velopment of the ECU, that

teplaced the European unit of sccbunt. In setting up the EQS

» the Buropean Council declared
ﬁ#rrﬁgcy unit (ECU) will be at
N —

Beyond being used as the denominatpr of the deposits with the
obtained against gold and dollarsg conferred through tﬁe
a denominator of
facilities, the "official" ECU hasLhad a limnited developmeent

EMCF

swaps mechanisms, and as

and role in the EMS B0 far. The

markets, however, has spread signi
the intrinsic advantages presen
currencies, partly as a result of

become the future currency of Euro
The ECU has strongly
instrument in private markets. I

hag become the sixth currency of
of an ECU clearing system two year

in 1978 that "a European
the center of the BEMS.".

intra-EM8 credit

se of the ECU by private
icantly; partly because af

ed over certain Community

aq ‘o

ot oy Lot

Crary,

a perception that it couﬂd\ T

e,
eveloped as a financial

international banking it
denomination, The creation

ago, in which pacticipate

now more than thirty commercial banks, has contributed to tHe

development and the
ranks fifth ag a
bond issues, with 6 per cent of th

liquidity of the market.,
currency of denpmination of international

The ECU alqo

market. A wide set of new
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instruments 1is now available for investors, both with short
and long maturities. In the non-financial sphere the use of
the ECU remains limjted, bocquse of the scarcity of

information and the difficulty to

introduce innovations in

the currency denomination of commercial transactions,

However, opinion polls, especially

among firms, tend to show

an increased interest in the potential usegs of the ECU. The
EC Commigsion has launched several| initiatives in this field.

3. The Single European Act

and the Internal Markaet

Programme

6. On the economic side, a "r launching" of Europe began
in the mid-80s8. The central elemefnt in this process was the
proposal, made in May 1985 by the Commigsion, to realise the
objective of a market without internal frontiers by 1992. The
essence of the measures for he removal of physeical,
technical and tax barriers wag gset out in a White Paper,
which specifies the programme, timetable and methods for

creating a unified economic area

in which peérsons, goods,

services and capital will be !ble to move freely. Thip
objective, together with the nece sary institutional means,

wag embodied in December 1985 1
vhich marked the first significean
Rome.

7. The Single Act signalled Jw

the 8i e Buropean Ac
revision of the Treaty of

o significant changes in

the Community’s strategy to adqance in the integratioh

process. Firstly, 1t incorporatld an institutional reform

dimed at egtablishing a faster,

more efficient and more

democratic decision-making process which was considered to be
indispensable for reaching the goal of a common unrestricted
market. In particular, thig rofdrm extended the scope of

qualified majority voting and there

Yy removeld the constraints

A;g';p Gy
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in the
hampered the decision-making prog

inherent permanent searg

European Parliament a greater
process; drastically simplified
harmonization of national law

mutual recognition of national
Secondly, with the Eingle Act the
- and recognised in the context g
need to strengthen the Communj

cohesion, to enhance the Community

perspective

Community’s

working conditions with respec
standards and to promote the dial

NO. 787 PB@Y 814

h for consensus which had
ese in the past; gave the
role in the legislatiye
the requirements of the
by systematic adoption of
norms and regulations.
member countries reaffirmed
f the Treaty of Rome - the
ty’'s economic and social
'8 monetary capacity in the

of Economic and Mometary Union, to reinforce the
scientific and technological basis, to harmonisge

t to health and safety
ogue between management and

labour, and to initiate action to protect the environment.

8. Concerning the implementa
program, the progress made in the

tion of the single markdt
ast three years (8pring 46

to Spring 89) is very significant
change of pace in approaching a

and highlights a complete
inified market, as comparad

to the more than twenty previous years.

¢could foll

bW to sustantiate this

«ees(Some figures
proposition: number of directiv
compared to the yearly average
time elapsed between Commission
approval in the last three years
directives proposed by the Commis
information about the main
public procurements, ¢t
Finally, some informatien
function related to the single
carried out by the Commission,
investment bank, other examples.).
Concerning the Community
creation of the single market,
approved by the European Counci

some
services,
etc.

8 approved in 1986-88 as
£ previous years; average
& proposals and Council
and previously; number of
ion to the Council. Alge,
areas involved: financial
chnical norma, standards,
oncerning the "executive™
arket: competition policy

activity of the European
policies accompanying thp
4 package of measures wap
1 in February 1988, These
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policies included decisions to
agricultural policy to market
resources of the structural
developed regions or adjustment i
to provide the Community with suff
resources.
s.e.(expand)....

funds in order

NO. 707 POPE /010
better adapt the common
conditions, to double the

to assist less
n declining industries, and
icient and stable financial

Rhodes in December

4. Perspectives, opportunigies, problems
9, The European Council, meeting in
1988, noted that "at the halfway

stage towards the deadline

of . December 1992 half of the legi
for

complete" and wunderlined "the i

Flative programme nscessary

the establishment of the largp market is already nearly

?rever;ib}e nature of the

movement towards a Europe without

Among economic agents,
market without internal frontie
emanating to a significant ext
forces that the objective of

decision-making level. In the priv

effects are clearly reflected in t
European firms and the unprece
foreshadowing the intensification

The prospects of a single marke
member countries’ desire to move

Community and the enhancement of t
of Community bodies having
behaviour of market participants i

are

10. The advantages deriving £
internal market are, in terms of e
freedom for the European peopla,

of the very deep structural chan
required and promoted by the e

nternal frontiers",
the ohjective of a large
8 enjoys broad support,
nt also from the dynamic
992 has created at every
te sector the anticipation
e investment strategies of
ented number of mergers
f industrial co-operation.
» the credibility of the
owvards a highly integrated
e decision-making capacity
a strong impact on the
the Community.

tom the gompletion of the
¢onomic welfare and greater
deep and widespread because
e in the European economy
tablishment of the single
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market. Such change will not only involve regulatory and
other policy aspects for which a competence will have to he
established at the Community level. It will also invove the
conditions under which will be exprted policy functions that
remain a preserve of national authprities. This is so because
the degree of economic interdipendpnce among member countries
will be significantly strengthehed by the single market,
thereby enhancing the repcrcusiioxs that each economy will
receive from impulses originated in other member states. In

(s the economic field, the disnanllemcnt of all physical,

f_; regulatory and tax barriers in the exchange of goods and
services will 4increase and acc lerate the cross-frontiek
effects of cost and budgetary developments originating in
each member state. In the financi#l and monetary field, thig
effect is going to be even stron?er, following the completp
liberalization of capital movements that will become
effective in most member countries by mid-1990.

11. The maximum benefit from the creation of the single

market can be brought about only t rough more stable exchangs
rates and closer coordination qf economic and monetary

policies. An efficient allocation of economic resources in a
wide, integrated space will only be possible in a framework

(i, of exchange rate stability. If thi flexibility and scope for
parity adjustments offered by the present EMS arrangements
wvere to be intensively usged t% cope with pressures on
exchange rates originating from fi ancial distucbances, real
éxchange rates would depart from economic fundamental Lobsie
conditions and investment and onsumption decisions by /| ot et
economic agents would be mad inefficient by such(\4;f:f;wﬂ
misalignments., 1In order to avoid such developments a cloge ‘v b
degree of macro-economic policy and monetary policy I ges”
coordination is indispensable. A 1Fck of coordination would
inevitably lead, sooner or later, to mutually inconsisteng
policies being conducted in dikferent countries. Such
inconsistency would eventually produce imbalances ié

!
|
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Community exchanges of goods and services and would, in turn,

feed the 1illusion pol

tensions could be reiieved by pro

economy through a real exchange

%  the appropriate stry
This would induce a slg

our economies or

in some

adopting
policies.
opening even a
steps
take

decisions

already taken. Economic
full account of the =gingl
only if they were
market is going to last, T
towards a single market indeed
solid without the support of a si
degree of policy coordination,

single

12. Economic and monetary unia
the Community from the late sixt
itself, does not require as a pr
of
significant

increase in the
even in areas that a
single market program. Such incr
the path leading to an economic a
the reason why the European Coung
to consider again the problem g
union and the steps leading to
matters of Parts II and III of thi

cooperation

igents would bhe

an economic and monetary unign. It reguires, however,

itical quarters that the
tecting some sectors of the
rate change rather than by
macro-economic
wing down in the process of
rethinking of some of tie
inclined to
market in their
trongly convinced that the
he perception that the move

ctural or

economic

lirreversible" would not &e

nificant enhancement in the

n has been set as a goal by
ies. The single market, by
condition the establishment
a
egree of economic policy
e not, as such, part of the
ase reprebont a progress 1n
nd monetary union. This is
il {n Hannover has decided
f an economic and monetary
it. These are the subject
& Report.



