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SUGGESTED'RE—ORDERING OF DRAFT PART II: THE FINAL STAGE OF EMU

- A Introduct1on - R T

jln"Def1n1t10n of EMU (1, A)_-

- need clear objectlve :
C- single market,-compatlble p011c1es, sxnale currency S
- ‘interaction of economic and. monetary develooments/p011c1es v
e _conceptual d15t1nct1on between monetary 1nteqratlon, economic -
' - integration, common monetary pollcy and common economic :
p011c1es _

 ;2-' Polltlcal principles of centrallsatlon and sub31dlar1ty (3)

. .tf.l applled to monetary DOlle
. - applled to flscal pollcy

B-: Monetarv Unlon
3f¥vDef1n1tlon of Monetary Union (5)

- convertlbllltv, free capltal movement,'intearated»financial'

markets v
- 1rrevocab1e locklnq of exchanae rates or 51nq1e currencv.

"4 single currencv (6)

- nat1ona1 currencies and credlblllty of flxed parltles

- - policy and performance precond1t1ons for. f1x1na or 51nale
R currencyv: . . :

C - familiarisation nerlod for new currency R

- '..prlor announcement of COhtanIty of- EtU.«.,f~

“ ' 5, ' ’Impl’ications for monetary oollcy (7)

- formulation of single monetarv and exchanqe rate pollcv
= - principles of centrallsatlon .and- sub51d1ar1ty in policy
o executlon S p :

.6' Economlc 1mpact of 51nq1e currencv (8)
(br1ef because of. 12 and 13. below)

L removes . exchange rate uncertalntv, reduces dlveraent 1nterna1 :

- impact of external exchange rate shocks
-~ loss of instrument of short-term adjustment, so possible

implicaticns for economic policy . (oroblems_diminisb'the more:

-~ iaa

perfect the internal market)

7 Summary-
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-C‘- Economlc Union
8 _Def1n1t10n of Econom1c Unlon (10)

- . free movement of qoods, serv1ces, labour‘and.capita1'

(economlc integration)
.= - consistency between natlonal p011c1es and between nat10na1

~and Community pol101es in: reaulatlon, taxatlon and
expendlture. :

9 - Strengthen1nq Internal Market (13)

10 - Macro-econom1c pollcv co- ordlnatlon for converaent performance
' “(15) : A
- taxatlon and publlc expend1ture policies
- . public sector def101ts/surpluses ‘and f1nanc1ng

- ‘ ‘-‘u..flscal/monetary policy-mix - S :

‘ = ,waqe -and prlce dlfferentlals

‘ll"Summary (part of 16)

t-D’~“Econom1c and Monetary Union

12 :Def1n1t1on of soft and hard Econom1c Unlon
' (ref Karl Otto P&hl)

- add1nq f1xed exchange rate constralnt converts c above to
, hard EU
- ‘loss of 1nstrument of adjustment emphas1ses natlonal
’ dlsparltles.~ : , . ,
4

'13, Impllcatlons of hard Economlc Union (11, A3) <
” ' (sub1ect to outcome of dlscu551on on 14 February)

L - abandonment of exchange rate as 1nstrument of short term L
- . adjustment, before ‘effective sinagle market and convergence
: of national economic performance, forces, extra pressures
- elsewhere .
- -distinction between development problems ‘and adjustment
o problems A
- . uncertainty as to scale or d1rect10n (centrlpetal or
: ~ centrifugal)’ of autonomous flows of capital and labour -
- . premature monetary union thus generates polltlcal pressures
' for flscal transfers (reglonal funds- soc1a1 securlty)

- pollt1cal and 1nst1tut10nal bas1s for .such transfers,,
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E Inst1tut10na1 Reou1rements of EMU _

’14-.Monetarv Unlon and Economlc Union (17)

To- Monetary union reau1res at least some form of central

o monetary policy-making institution
- - Economic union, if soft, reau1res onlv restructurlng of

existina arranoements, if hard, mav need new 1nstitut10nal
relationships between nat10na1 and Community budgetarv .

"authorities and between nat10na1 and Communltv p011t1ca1
author1t1es. o - : :

15 Possible forms of central monetary ‘authority (18) y
' (om1tt1nq detail of ‘structure, mandate, functlons, oowers,;J'

"status, locatlon)

- Pr1n01p1es of centrallsatlon and sub51d1ar1tv as applled to :

federal form of European System of Central Banks .
- Central policy-making authorltv and alternatlves of central

.and nat10na1 executlve authorltles.

"Relat1onsh1ps between Commun1ty and Nat10na1 Bodles (18, 19) t'

L Vertlcal and horlzontal, political and operatlonal,v ,
o relat1onshlos between -central monetary authority, national
monetary authorities, national governments and: parllaments
and the Council, Commission, European Parliament and
European Court of Justice would need to be redefined: (no

attempt at definition here)

‘Leq1slat1ve 1mp11cat10ns (2, 20)

Monetarv ‘union .and hard economic union would enta11 Treatv'
change to: ‘provide for central monetary authority and to
redefine political ‘and 1nst1tut10na1 relationships :

. Question addressed further in dlSCUSSlOﬂ of concrete staaes_,

(Part III)




