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We agreed at the end of our meeting last Tuesday to send &o the
Rappbrteurs any material that might help them in their task of
amen8ing the full draft of the Report which was before us for the
first time that day. I have therefore sent directly to Basle a
number of drafting suggestions and I hope that these, together
with my own outline of Part II and my draft alternative text of
Part IITI which I had previously made available to the Committee,
will be a helpful contribution to the Rapporteurs' work. I
thought that it might also be helpful if I were to set out briefly
to you in this letter the areas of our task to which I continue to
attach great importance.

First, I am concerned that our Report should 1lsave no room for
doubt in the minds of the Heads of State and Government in Madrid,
that the road towards Economic and Monetarxy Union will involve a
nunber of very difficult decisions. That ig not to question the
desiiability of the final objective of Economic and Monetary Union
nor to doubt the commitment of the Community to that objective.

I do bellieve very firmly, however, that we should not seek to
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pretand that the path will be easy. I am particularly concerned
that some may be tempted to see monetary union as a
straightforward step, which can act as a driving force towards
broader economic and pelitical union. We have already explored
in the Committee the desirability of parallel progress and I think
that we are all agreed that lasting progressg can only be made in
this way. Although the fact that our primary compstence lies in
the monetary field may prevent us from describing too precisely
the hecessary steps to be taken in the fiscal and budgetary field,
the importance of progress in these areas should come clearly out
of our analysis.

At the beginning of our discussions, we looked back to the fate of
the Werner Plan and tried to analyse the reasons why it did not
succeed. One point from the Werner Report that continues to
strike me as of fundamental importance is the statement that
“Bconomic and Monetary Union is an objective realisable ...
provided only that the political will of the Member States to
realise this objective ... is present"”. We as a Committee of
monetary experts are not in a position, it seems to me, te have a
view as to whether or when such political will should be said to
exist, It is for this reason that I think we should approach the
question of Treaty amendment with care. I have therefore sought
to suggest amendments to the draft in such a way that the European
Council will be left to take its political decision in this
respect against a background of the fullest posgible technical

exposition of the monetary and economic consequences of such a
step.

In this respect, I think we have to consider carefully the
consequences of a premature move towardg economic and monetary

union for all twelve of the Member States of Community. Many of
the difficulties that we describe in Part IT of our Report become
more serious the more we attempt to force the pace of EMU. We

have heard sirong arguments which suggest that centralised
regional and struectural polices alone will not be enough to
resolve the problems of the geographical periphery of the
Community.
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Whilé I understand the arguments of those who say that without
some definite goal we will make no progress and can offer mo
concrete steps, I am afraid that I remain unconvinced by them.

In particular, I do not agree that we should rely on institutional
progtess as the most effective way forward. In fact there are
many important ways in which we can enhance the effectiveness of
existing co-operation mechanisms and thus gain experience for
closer union at a later stage.

Looking at the draft of our Report as it stood last week, I
believe that Part I advances to an unacceptable degree the
argument that completion of the internal market, including the
liberalisation of capital movements, will in itself bring about a
gitubtion in which institutional change is the necessary next
step. I believe that completion of the internal market itself
would be a major concrete step but one which will take more time
than the legislative deadline of 1992 not only to be fully
implemented but also to be fully digested. I very much support
the view expressed by Pilerre Jaang in his letter of 6 March to you
that the Committee should stick closely to ite mandate and that
the paragraphs on the internal market should be largely excised
from the report,

It follows from what I have said that our Report seems to me to
Beek to describe in excessive detail the final form of Economic
and Monetary Union, when we ourselves can not be gure what the
shape of the Community and its institutions will be as we approach
a point from which the final transition could be made. As

Karl Otto PBhl said last week, for example, it may well be that
the single currency of such a union would be called the ECU, but
that 18 not to say that it will be the same ECU that is in use by
markets today.

In short, I think that the analysis in Part II, and the steps
described in Part III, advance a particular description of
Economic and Monetary Unien without exposing sufficiently the
range of possibilities consistent with that ultimate aim on the
one ‘hand and without setting out the practical economic and
political difficulties on the other hand. My strong preference



L TODFNDTEL B =AU 7ol DHINNTWE T EINEIE N Y (=g LA Ll esTa b Bty e o el
(1

u

theréfore, remains for & Report that is shorter, more analytical
and less assertive, more descriptive than prescriptive and which
offefs to Heads of State and Government practical and concrete
stepk forward that could be taken without arousing a
counterproductive debate about the details and institutions of the
final structure. My suggested amendments attempt to go in this
direttion, while nevertheless retaining the broad structure of the
draft which we have received.

I very much hope that it will be possible for the Rapporteurs to
take into account the spirit of these remarks and that we shall be
able to make significant progress at our next meeting towards an
agrekd Report.
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