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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 . :d Community bodies
. comr:it;rrutc:te taken after taken after without changes in
i mol P tation? | cOMsultation? | co-ordnation? national
Implementation’ legislation?
Belgium yes yes yes/nol no/yes2 -
Denmark yes3 yes yes/no! no
Franced _ yes3 yes yes/nol no
Germany yes yess no P no
Greece e 3 I i lre he
. A
Ireland ¥ et Yyeg o
Italy yest 7 yesb 7 yes&”’ no
Luxembourg yes3 yes no% ¥ ' no
Netherlands yes yes yes - no
Portugal ~ yes3 yes yes/no! no
Spain yes yes -39 | ' no
United Kingdom yes yes ‘ yes/nol no

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

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.

4 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.

® 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.

¥ "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.
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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 palicy measures 1o be applied in connection with the graduai reafization
of the Economic and Monenary Union

. Can under present provisions policies decisions Canthe
e be: * . dedsion-
... . making power
Who be ransierred
Instrument/policy measure makes the . to Community
decision?! | COMmunicated taken after | bodieswithout
priorto taken after o changés i
i ion? -l
1mpigmema— consuitation? ordnation? | .. fatianal
tion? a3
legisiation?
Monetarv oolicy .
- ange i i . 8
rca}; esge in central ban:xk interest B (G) 2 yES - vES uc®
- . - 8
- Credit policy CB + c;ov3 YES YES YES NO™ -,
. * 8. .
- Reserve requirements CB + Gov YES YES YES NO'
]
- Open market operations CB + Gov YES YES YES NO"
’ 8
Financing of government deficits [Gov (P) +CB YES 'YES YES NO
- 8
- Governmentdebt management iGov + CB YES YES YES NO- .
Exchanaoe rate oolicy .
- Change in central rates va4 as a membpr of EMS theése are o]
- Change inintervention margins Gov common depisions - NO
- Changeinintervention credit CB YEZS9
mechanisms "
- Intervention pollcy CB YES YES YES YES 9
N Managemecz of official reserves CB YES YES YES YES 9
Fisca! oolicy
. 5 £ 8
- Directtaxes P YES YES NO NO
Taxation of interest and capital 5 ' 6 8
income YES YES NO NO
. 6
Indirect taxes YI-:S5 YES NO no®
7 8
- Budger balance targets Gov Yes® YES YES NO
Other nolicy instrurments and
measuresisoecirvg
. - _ 6 8
- Incomes Policy Gov (P) YES YES NG NO
+ sociail
i jpartners

*)

- 1s assured. -

Pleasa specify:\Governor, Centrai 8ank 8oard; Minister, Cabiney\Pariiament. ,

CB

In agreement with the Secr

addead: Communication,
take place b

Gov

P

etariat the follbwing information should be

consultation and coordination. is assumed to

etween EC-partners in a forum, where full confidentiality




NOTES

2) The government can veto any of the central bank's decisions
related to monetary and exchange rate poliicies.

.3) Credit ceilings.

4) The Central Bank has an advisory capacity

5) Government proposals

6) In the absence of binding Community legislation.

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

8) Except for Community regulation if the Treaty allows.

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



COUNTRY:

DENMARK

Major instrumerts and policy measures to be applied in connection with the graduai realisation
: of the Economic ana Monetary Union

Can under present provisions policies decisions Caq 1':he
be: * ) decision-
making powe
Who be transferrec
instrumentpolicy measure makes the A to Communit
decision?? | cOmMmunicated takenafter | bodies withou
prior to taken after o changesin
mpigme)nta- consuitation? ordnation? " nationai
Uon! legisiation?
Monetary oolicy
- Change in centrai bank interest
rates . CB YES YES YES NO
- Credit palicy | CB+GOV YES YES YES NO
- Reserve requirements CB+GOV YES YES YES NO
- Open market operations CB YES YES YES NO
- Finanang of government deficits |GOV (CB) YES YES VES NO
- Governmentdebt management |GOV (CB) YES YES YES MO-
Exchange rate policy N
- Change in central rates GOV (CB) T NO
- Changeinintervention margins |GOV (CB) as a member of EMS| these MO
- Change in intervention credit are common decisioks
mechanisms CB (GOV) NO
- Intervention policy CB YES YES YES NO
- Management of officiai reserves CB YES YES YES NO
Fiscal oolicy
- Directtaxes P 2) YES NO NO
- Taxauon of interest and capital
income P 2) YES NO NO
- Indirect taxes P 2) ~ YES NO NO
- Budget baiance targets GOV 2) YES 2 NO
Other oolicy instruments and
measures(specity)
- Incomes Policy COvV, p 2) YES MO NO

2)

*)

v

14

-

Pleasa specify: Governor, Centrai Bank Board, Minister, Cabinetj{adiament. ,

CB

added: Communication,

take place between EC-

is assured.

Gov . P

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

e 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 Economic and Monetary Union

Canunder present provisions policies decisions Can the
. decision-
be: (2) .
making power
WwWho be transferred
Instrument/policy measure makes th ) to Community
decision?'!] cOMmMunicated taken after | bodieswithout
prior to taken after changes in
implementa- | consuitation? co- 9
tion? " | ordnation? national
ron legislation?
Monetary policy
- Change in central bank interest CB + GOV YES YES YES NO
rates :
- Credit policy CB + GOV YES YES YES NO
' .‘eserve requirements CB + GOV YES YES YES NO
- Open market operations CB YES YES YES NO
- Financing of government deficits B - - - NO
- Government debt management GOV - - - NO
Exchange rate policy .
- Changein central rates GOV (CB) NO
- Change in intervention margins Gov (CB) as a membpr of EMS these are NO
- : : " common defisions
- Changeinintervention credit CB (GOV) NO
mechanisms ' .
- Intervention policy CB (GOV) YES YES YES NO
- Management of official reserves 8 YES YES YES NO
Fiscal policy
- Direct taxes p ( 3) YES NO NO
- icxoarggn of interest and capital p (3) YES NO NO
- Indirect taxes P (3) YES NO NO
- Budget balance targets GOV + P (3) YES NO NO
Other policy instruments and
measures (specity)
Incomes Policy GOV (3) YES YES NO
(1) please specify: Governor, Central Bank Board Minister, Cabinet, Parliament
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 Canthe
be: decision-
making power
Who be transferred
Instrument/policy measure makes the icated ' to Community
decision?1 )] cOmmunicate bodies without
prior to taken after taléeorlafter changes in
implementa- consultation?’| crdination? national
tion? legislation?
| Monetary policy I B i |
- rCatlaer;ge in central bank interest c8 YES YES NO NO
- Credit policy cB YES - YES NO NO
-. Reserve requirements cB YES YES NO NO
f. Jpen market operations cse YES YES NO NO
- Financing of government deficits 2) YES YES NO NOC
- Government debt management GOV YES YES NO NO
Exchange rate policy
= Change in central rates Gov (cB) NO
- Change in intervention margins GOV (CB) as forming part of the EMS NO
- Change in intervention credit these are common decisions
mechanisms cB ' NO
- Intervention policy B YES YES NO NO
- Management of official reserves cB YES . YES N0 NO
Fiscal policy
- Directtaxes P YES YES NO NO
- Taxation of interest and capital | '
sncome P YES YES NO NO
- Indirect taxes P YES YES NO NO
- Budget balance targets | eov (P YES YES NO NO
Other policy instruments and '
measures (specify)
- Incomes Policy ) = - = - -

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 Llabour.

4) Consultation not binding decision-making bodies.



COUNTRY.:

ITALY

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

+ |Can under present provisions policies decisions Can the
be: (6 decision-
e: (6) )
making power
Who be transferred
instrument/policy measure makes the i to Community
decision?! | <ommunicated taken after | bodieswithout
prior to taken after o changesin
_implementa- | consultation? orojﬁatiom national
tion? . legisiation?
Monetary policy
- Change in 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 i
Exchange rate policy i |
- Changein central rates GOvVT, CB 'YES YES YES NO
- Change inintervention margins GOVT, CB YES YES YES NO
- Change in intervention credit ;
mechanisms GOVT, CB YES YES YES NO |
- Intervention poiicy 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 GOVT, YES YES YES NO j
Indirect taxes GOVT, YES YES YES NO |
- Budget balance targets GOVT, P YES YES YES NO
Other policy instruments and
measures (specity) ',
| - Incomes policy GOVT, P YES YES YES NO

1 Please specify: Governor, Central Bank Board, Minister, Cabinet, Parliament.

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 maxisus asount fixed by law; such an asount can only be increased by P.

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

(4) At the smoment 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.

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

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

the national bodies.



COUNTRY:

LUXEMBOURG

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

Can under present provisions policies decisions Ca'_' .the
be: * decision-
. making power
Who be transferred
Instrument/policy measure makes the . to Community
decision?t | cOmmunicated f taken after | bodieswithout
. p:'mr 0 take:t taati er7 co- changes in
- n? . :
imp gmte,nta consu o ordnation? ) natxor_!al
uon? legislation?
Monetarv oolicy 6
- Change in central bank interest 2 c8 yes yes no no
rates .
- Credit policy CB + GOV yes yes no - no
< Reserve requirements 2 c8 yes yes no no
- Open market operations 2 c8 yes yes no " no
- Financing of government deficits 3 c8 yes yes no no
- Governmentdebt management3 c8 yes yes no no
Exchange rate oolicy '
- Changeincentral rates Vv no
9 j co Luxembourg beirjg 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 4 c8 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 (soeciTvi
- Incomes policy Gov,P yes> yes no no

! Pleasa specify: Governor, Centrat 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 financing and government 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 instrum

COUNTRY:

of the Ecanamic znd Manetary Union

ents and cciicy measures 10 be apciied in connection with the graduai realisation

Cznuncer cresent srovisions paiicies decisions

be:

Cznthe
decision-
making power

s2 specify:Covernor, Centrzl Bank anﬁ\Ministar, Cabine;; ?

Cc2

GOV

H]
?

Whao be transterred
astrumenupolicy measure makes ithe nicated tc Cammunity
e nUNiczEte . - .
: decision?? comm.ur.:w caken sier | tBkEnaTTEr bedies without
i p{’f—én 2 c;;siam':rlﬁ co- cnanges in
HERA 2- =3 . . . : .
‘meie S =t ordnation? nationai
uon? legisiation?
rzrv goiicy
:nge in centrzl bank interest
a5 3 Yes Yes Yes No
citpolicy - C3 Tes Tes YTes Yo
arve requirements (032 Te Yes Yes No
; Yes Yes Yes Mo
:nWirket operatons C3 -
: : latiel T T Yes No
incing of government deficits GOV ies ies
. . - v .
rernment debt management GAv Tes les Tes No
1ge rate oolicy
M -y - GOV - P ) — PR g -
ngeincentral ratas : as .2 memper 0f the ZMS, theSe B
nceinintervention margins GOV ere ccmmon {Lecisions 40
nge inintarvention credit CZ. No
:nanisms
. . ; v, v, ¥ No
rvention policy c3 ies ies <es
iagement of officiai reserves c3 Yes Tasg Tes To
seiicy Yes
LD es Te e No
i iaxes GOV~ T :
;;;’gn of interest and ¢zpital GOV+D Yes Tes Yes No
recTiexes GOV=? Yes Tes Yes Yo
getbalance targets +D Tes Yes Yes Yo
3 = +Z Te
2alicy instruments and
‘g5 1SCesITV)
— ., ;
ariizment.




THE NETHERLANDS

Explanatory note _ BT04SD

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 léys down elaborate procedﬁral safeguards embodying checks
and balances, which in préctice induce Minister and Bank to consult
frequently, in order to arrive at a consensus 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
approval by 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 Baﬁking
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 government deficits and governmment debt management are
in the Netherlands within the competence of the minister of Finance.
However, the Central Bank cannot be obliged to finaﬁce 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 questionhaire, 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.



COUNTRY: PORTUGAL

Major instruments and policy measures to be appiled in connaction with the gradual reallsaﬁon
of the Economic and Monetary Union

Can under present provisions poticies decisions | Canthe
be: ™) decisione
making power
Who be transferred
Instrument/poilcy measure makaes the communicated to Community
' decision?! unicate dies without
prior to taken af}er take:\: frer boc,::::es i: v
Implementa- | consuitation? | oy onang national
tion? | legisiation?
Monetary policy
- Changeincentral bank interest 2) '
" rates CB(GOV) YES YES YES NO
. Credit pollcy | CB(GOV)Z) YES YES YES NO
- Reserve requirements CB(GOV) YES YES YES NO
@ Open market operations | ©CB a) YES YES YES NO
. Financing of government deficits GOV(CB)B) YES - YES YES NO
. Governmentdebt management |GOV(CB) YES YES YES NO
Exchange rate policy
« Changeincentral rates : GOV(CB)S) 4 4) T4 NO
. Changelnlntervention margins GOV(CB)S) 4y - 4) | 4) NO
. Changeinintervention ¢redit ' 3) ‘ ,
maechanisms GOV(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
- - Indlrect taxes P 5) YES NO NO
« Budget balance targets Gov 5) YES YES NO
Other policy instrument:
measures
* Incomes Policy GOV 5y, YES ? NO

ga GOV . - R
Please specify: Governor, Gentral Bank Board, Minister, Cabinet, Parhament

2) Decislons taken by the Banco de Portugal In [ts quallty of monetary author!ty under the
guldelines set by The Finance Minister.

3) Decisions taken by the Government [n close agreement with the Central Bank.
4) ~ When Portugal participates in the EMS/ERM, the answer would be YES.

i) Government proposals can be notified when tabled.
) Assuming full confidentiality s assured.
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|
CgUNTRY: SPAIN

Major instruments and policy measures to be applied in connectton vmh the gragual realisation
of the Economic and Monetary Union §:

, Can under present: prowsnoﬁs policies decisions Can the
e be: ) decision-
.- i making power
Who I be transferrad
Instrument/policy measure makes the . I to Community
decision?! | cOmmunicated takén aftqr | bodieswithous
priorta ltaken afier co- changesin
im - ? ) .
pltieme’nta consuitatien ordhation? .. national
on legisiation?
Mgnetary vaiicy
» Changein central bank interest
rates CB YES YES | - NO
-~ Credit policy ' - - - - -
- Reserve reguirements cB YES. YES | - NO
ben market aperations cB YES YES | - NO
- Financing of government deficits GOV YES YES | - NO
- Government debt management Gov YES YES - NO
Exchanae rate oolicy
- Change in central rates NA2 NA . Na - NO
- Change in intervention margins NA' NA NA - NO
- Change in intervention credlt - _
mechanisms CB NA NA - NO
- Intervention palicy 'CB YES YES - NO
- Management of official reserves CB YES yEs | - NO
Fiscal Qalicy
- Directtaxes ' . P + GOV YES YES - NO
- Taxation of interest and capital '
iacorne P + GOV YES YES - NO
' : !
- Indirect taxes P + GOV YES YES | - NO
' |
- Budget balance targets P + GOV YES YES | - NO
|
Other goticy instruments and i
measures tspecirv) :
!

Pleasa specify: Governor, Central 8ank 8oard, Minister, Cabinet, Parliamentl
. N —7 \ /7 n

v o

GOV r

*) In agreement with the Secretariat the following information should be
added: Communication, consultation and coordination is| assumed to A
take place between EC-partners in a forum, where full ponfidentiallity
is assured. :

[

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

nT. QOBERNADOR

BANCO DE ESPANR

COPENHAGEN

Madrid,| becember 22, 1988

Dr. Erik Hoffmeyer
Governor
Danmarks Nationalbank

Dear Governor Hoff{meyer, i
’ |

Please, find attached herewith the table that you

have proposed, duly filled with thejanswers relative to Spain.
1 am sending a copy of it to othef memberg of the Committee

and to the two Rapporteurs.

decisions-making is| a more complex
reality than might be reflected b the foxmal procedures to
which the answers in the table orrespon to. You might,
therefore, find useful the folloving briéf description of
responsabilities in Spain. [

Naturally,

Monetary policy

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

Government and the Bank of Spain ‘aftér exitensive discussion
and consultation. Thereafter, respo sability| for the execution
of monetary policy rests with the Bamk of Spain.

on the  other hand, | decisioms on government
financing and the issuing of gove hment debt rest ultimately
with the Governmont. On that pointg it migh. be recalled that
the Government may eventually decidqg to use he Treasury access
to credit from the Bank of Spaih to which it is legally
entitled. Under present provisiensj the r sulting Treasury's
outstanding borrowing from the Bank at the{end of the fiscal
year is limited to 12% of the year's total bldget outlays.

!

Exchange policy

The basic medium term [orientation and objectives
of exchange policy are set jointlyl by the Government and the
Bank of Spain. The Bank is therdrfter solle responsible for

02
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the management of oxchange policy, &ncludind

regulation of foreign- exchange markpts. The
equally sole responsible for thq manage
reserves. -

A5 Yyou are aware, obl
exchange rate mechanism of the EMS [do not
Spain. Such obligations could howevef be acc
without need of changes in the present Spanis

rations

Fiscal Eolicx

All decisions on  taxati
must be enacted by Parliament ujy
Government.

Additional observations :

There is a need. for £fu
meaning ot “coordination of polidies" sin
whether coordination might or mighk not in
of sovereignty to the Community bogdy where

intervention and
Bank of Spain is
flent of external

urrently apply teo
ted in the future
h lagal setting.

e{’t:emm:i.ng from the

the Public Budget
propeosal of the

'rther clprificatien of the

ce it is unclear
volve the transfer
policies would be

coordinated. .1 have, therefore, 1 £t unanswered column 4 of

your table.

yours Sincoarely,

W o e lQML

83



GOUNTRY:  UNITED XINGDOM

Major instruments ana oolicy measures to ce Joplied in connection with the graayal reaiisaton
' of the Economic ana Monetary Union

Can under present provisions oolicies decisions Can the
-, , : be: *) decision-
T making power
Who ba transterreq
Instrumenypeticy measure _aaci;;; :;3 communicated ' te ;amn-funity
' prier to takan afzer take:;rter b°g::::;:?:"t
mpiementa- | consuitatian? ordnatien? . nationai
uen? legisiatan?
Monerars ociicy ) : -
- Satlae:;ge in central bank interest  |CB (GOV) YES YES YES NO
- Credit dalicy N/A - - - NO
* Raserve requirements N/A - - - NO
- Open marxet coerations . [CB (GOV) YES YES YES NO
* Financing of government aeficits |GOV+CB YES YES YES ‘NO
- Goverrimentdeotmanagement CB+GOV | YES YES YES Ho.
Excnance-ztecoﬁgx . ‘ »
- Change in central rates - UK DOES NOT PARTICIPATE- NO
- Change in intervention marqins = DIRECTLY [IN THE DECLSIONS NO
- Change in intervention cregit GOV+CEB - COMMON DECISIONS NO
Comechanisms '
- Interventcn paiicy GOV+CB | YES YES YES NO
* Management of officiai reserves (CB(GOV) | YES YES YES NO
Siscai moiiey ‘
Direct 1axes P NO NO
. Lacx:t:gn Of interest ana caoital P gggglgg%&] NO NO
‘YQirect taxes P _ ' NO NO
- 3udget saiance targets GOV YES YES NO
Qthar 9giicy inssrymants ang
measuras tspac: y)

- Pleasa spec:=/ Gavernor, Cantral garx 3oard, ‘Ninister Cabinet, dariiarment
Y — I\ ! jJ e "

ca
*)

added: Communication,

take place between EC-

ls assured.

In agreement with the Sec

GOV

P

retariat the following information should be

consultation and ccordination is assumed to

partners in a forum, where full conficentiality

TNTA. P.R4
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' 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 consultation or
co-ordination is already possible in the case of Denmark and what
would require more difficult politicél steps. Unfortunately it
is very difficult for the situation in the United Kingdom to be
adequately reflected in a tabular presentation which focuses on
formal procedures or statute since these play little pért_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 f£ind it helpful also to have the following description of
where decision-making responsibilities lie in the UK.

" M ar

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



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.

Exﬂxm&e_m_e_m _ .

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 1i

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_chanqelto national .

legislation, be a subject for consultation or co-ordination with
EC partners. Individual tax proposals could not be the subject
of prior open discussion, because of the risk of forestalling.

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