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NOTE TO THE PRESIDENT

Subject : Brief for the Meeting of CSEMU 13 September 1988

In your letter of 1 September to the Members of the Committee (annex 1) you.
- suggested that the first full meeting should have tws items for its
agenda: -

=

= & discussion of the Werner Report;
= an exchanga of viewg on the wWerk prﬁgrammg and working methods.

There are also a iérta1ﬂ number of Qﬁ?ﬁts of business which have been dealt
- with dn July and which now should be formalised by the full Cfommittes,
These Jnzlude:~

= the appointment of the tws PS??GF*EQ?S and a definition of their
taske; :

~  the attendance st mestings - only the Fembe? and no substitutes;

= the Languagss of the Group; -

= - the arrangements over minutes and ?Etards of the meetings.

I. ngning_sta;ggaﬂt

Your opening statement, as well a3 giving a brief explanation of the

5 choige of the Wernsr Report as a startang peint, sould covsr the
~ following points : ‘
The Masndate
The genesis of the maﬁaate
= Ingreased inmterest in monetary matters
=  Reénewed dynamisn in the Lommunity
H;%ﬁ_ggints of the Mandate
- .Study and §r§pgs# congrete stages Leaﬁzng tﬁ sconomic and monstary
Union.
= The report has to be the basis far the examination by the Eurpnsan
“Gouncil of Madrid dn June 1989 of = the means of a:h%@ving_*h 5
ﬁﬁ?Qﬂ
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= Members have been invited to participate on-a personal basis by the
Heads of State. Henge .all are personally responsible for the
gual ity of the Report.

“  The report must be finalisesd by end-April. It Will be submitted as
it s to the European Council; but it must be finalised in time to
allow the finance Ministers to study it. .

The Timé-tab{e

- Time is short therefore the pace of activity must speed up.

- A tentative schedule of meetings was attached to the letter of 27
July (annex 2). .

- More meetings of the whole group (and/or sub-groups) may be’
necessary.

- Activity since. the mandate was given ;=

. 12 July meeting of Members who are also~Governors

. 27 July meeting of other Members together with Mr Godeaux

. Meetings between Chairman and the Rapporteurs; and preparatien
of the two papers sent with the letter of 1 September.

The Committee should have a clear vision of the significance and
implications of EMU ang particularly its monetary dimension in current
conditions and in a post-1992 Community. The Link between the internal
merket and EMU will have to be discussed both because it is the driving
force behind the (ommunity, and because it 45 relevant for the
time-table for achieving EMU.

This Meeting

As suggested in the 1 September letter this meeting could be devoted
torr .

= 2 discussion on the basis of the paper; the Werner Report °
Revisited; ' ‘

- &n exchange of views on the work programme and working methods. Te
provide an element of background a concise, but tentative, paper
giving a menu of the issues was ciruclated to the Groud.

You could give a short introduction giving ths main features of the
paper 1o open the discussion on the Werner Report.

The Wermer Report s a natural starting point for any discussion of

CEMU.  Contrary to accepted wisdom its implementation was only half =

failure. Also jts partial failure was due to intrinsic weaknesses as
well as to unfavourable circumstanmces. It cannot be said that all has

-already been studied; and that it is sufficient simply to update what

is already on the table.
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11, fhé!UernéfVRepoci (Annex 3: "The Werner Report Revisited”)

The discussion should.serve first to test the atmosphere of the group.
On points of substance, it should concentrate on Sections III and 1V of
the note, (i.e. on the assessment and the short description of the
post-Werner Report Period). The virst twe sections of the note are more
factual. , : _

Assesment,

The note says that the ambitions of the Werner Report were not athieved
partly because of (i) a failure to fully implement it and ¢i{) a gharp
change 1in the economic environment, but alsoc because of intrinsic
weaknesses. ’

" The note identifies feur major weaknesses:

~ insufficient constraints on national pelicies;
= institutional ambiguities;

= inappropriate policy conception;

= lak of internal momentum.

Hopefully this will stimulate a discussion on :

= whether the list is correct and/or complete;

- what approach would have diminished and or eliminated these
weaknesses., In particular: :

. 18 it hecessary to impose more formal constraints o national
policy than was suggestsd by Werner. 1If $0, in what way, and
would institutional steps be implied at an esarly stage?

. is 1t necessary to be more explicit on the transfer of powar
and the divisions of responsibilities?

Pest_wernér Report Pericd

The purpose of this section is to show that (a) the Community is again
on the move (as it was when the Werner report was written); and (b
that much of what the Werner Report had called for in the first stagss
has been achieved, and indeed that in some crucial areas progress has
gone well beyond what was envisaged for the first stage. If the
Committee agraes that thesedevelopments have given a new impetus to the
process of economic and monetary integration, this might present a
point of departure for a first gxchange of views on the fundamental
questions. The aim of this discussion should be:-

= to identify the principal issues; ~ :

= to agree on a short list of issues to be examined more closely at

the next mesting. :

Perhaps the first and most important issue is the relationship between
ecoromic and manetafy union and to what extent would the completion of
& common internal market by 1992 necsssitats new measures in the
monstary field? In this regard two extreme views are on the one hand,
that monetary union s made necessary by the completion of the internal
market and on the other that there is no Link between the two. It is
worth noting that the Monetary Committee at least according to the
repert made by the Cheairman on 8 personal capacity to the Informal
ECO/FIN has already taken a fairly extrenme view on this question as
the following quotation from its report to the Councilshows :"But
the Committee's discussion reached a clear view that the single market
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can be established on the basis of present monetary arrangements; there
45 no operational reason to associate with it - as a prior, parallel or
even subsequent condition - a completely unified monetary system".
Between the extreme views there is the whole ground of an sssessment of
‘the extent to which monetary union will allow the potential benefits of
the internal market to be better realised ; and the assessment of the
costs and perceived tosts,

Other main issues are:-
“ the principal elements defining an EMU; \
= the minimum requirements in non monetary policy areas;

= implications for the process of economic policy decision-making.

Ideally the discussfon will serve as a basis for (1) drawing the
conclusion that the next session - the long meeting -in Luxembourg -~
should be wused for a discussion on a Llimited number of fundamental
issues and in particular the possible links between the internal market
and EMU; and (1) identifying those major issues. ‘

';II.ngk Prggraéne and Horking Methods

As part of the background for this discussion an "Issues Paper® was
attached to your letter of 1 September (Annex 4). :

Strycture of Report

There could be a preliminary exchange of views on the structure and
format of the final Report. It would be desireable that the tommittee
agrées at this stage on the broad format of the Report. If it is agreed
that the Report should be read directly by Heads of State, there are
severe constraints on its length and .technical complexity. It must also
have significant operational content at least in asking for a political
decision between major competing points of view. This could suggest &
short (10 pages) political overview, followed by the main body of the

Report (40~50 pages), with all technical aspects gonsigned to annexes.

Working methods

"The meetings in July have already discussed working methods to soms
extent e.g. presence - only the Member himself, and frankness -
personal capacity, no minutes etc... :

Also to be considered :

'~ Should there be meetings of SUb?grcups made up of a limited number

of Committee Members in addition to meetings of the full Committee?-
How would these be organised and what role would they play? The
main advantage of sub~groups are that could make the groups' work
especially of complex analytical and ingtitutional progress faster.
On the other hand there are a number of potential inconveniences in
the idea of subgroups. There is & risk that they aither provide an
excuse for the full Committee to snid doing the work that it should
do or that they overlap with its work, There is also the danger
that if Members of the Committee are asked to submit written papers

that this will resylt in the freezing of their national psotion. No
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mémber should be asked for a paper which expresses his own

position. «They could however provide background papers or papers

that summarise the position of the Committee.

Hearing of outside evidence. Schmit/Giscerd have asked for a
hearing. “(Annex 5}, It is probably desirezable to agree to this
regquest. Their views are interesting and important, and the
Committes should listen to others and he seen %o be receptive, The
Governors would probably alse Like this opportunity,  and there are
some disadvantages in their being received and by yourself or by
the Rapporteurs. It does however raise the gquestion of what other
groups/individuals should be invited to give evidence to .the whole
group / the Rapportsurs and/or yourself?

As it is time consuming there would have to he another meeting.

Communications to the exterior. The deliberations of the Committes
are entirely confidential, but some sort to progress repgrt to, for
example, the Europezn Parliament may be essential.

Work Programme

The annex to your letter of 27 July gave a schedule of méetings; i ¢
can be censidered that there are three main stages to the work :

o

-

-

discussion of the final stage; '
discussion of the intermediate step(s);
discussion of the draft report;

It would be'desirable that the §émmittee comes to some conclusions over
the amount of time that it should spend on each of these stages.
Following the meeting of 13 September a further ssven meetings have

been

scheduled, A possible division of time could therefore be: 3

gessions on the final stage and two sessions on intermediate stage and
a final two on a discussion of the draft report,

-

Enclosure(si: sse List of annexes




