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1.

I,

DRAFT

Council Resolution on ths implementation
of the second stage of econoiioc

and monetary urion in the Community

The Council of the Buropean Communities,

Hoving regard to the final commmunicué of the Conference of Heads of State
or Govermment held on 19 and 20 Octcber 1972, and in particalar item 1 of
the section on economic and monctary union ex»ressing their desire to see
the necessory decisions token during 1973 to enzble the Comrmnity to
nrocced to staze two of cconoriic and monetary unicn orn 1 Jomuary 1574,

with o viev to completion of union ot latest by 31 December 1960,
Having regard to the draft from the Comnission,

Hoving regerd 1o the Opinion of the Eurcpean Parlianent,

HAS ADOPTED THIS RESOLUTION,

4  sccond stage of economic and monetary union shall begin on 1 Jamwry 1974

and be completed ot the latest by 31 Decerber 1976

During this stage, priority objectives will be assigned to the
Cormunity:

(i) inflation control,

(ii) balenced and sustained expansion with as hizh a level of employment os
possible,

(iii) o fair distribution of the bcnefits of expansicn, inmprovement of the
quality of life, phasing down of socizal and regionzl imbalances within

the Community,
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(iv)creation of a Ruropean identity vis—z-vis third countries, =

necessary condition for internel cohesion ond development.

IT.

1« The Council believes that it is of the greatest irportance

that the cconomic and nonetary policies conducted within the

Cormunity should be pursued along highly convergent lines

and will adopt all necessary

measures to achieve this;1 it stresses thz nead for the Institufions
of the Community to do everything in their power to ensure that the
procedures ore carried out efficiently and that the policies conducted
are in line with the objectives set. To achieve this high degree of
convergence in economic znd monetery policies, the following action

programne will be undertakens

-~ strengthening of sonsultative procedures; +the necessary neasures
will be taizen to ensure that; from the begingﬁgg of the second stage,
pernonent consultation mschinery is set up in econocaic and monetary
fields, so that proper prior consultations are held before any

1

gignificent measures of economic and ronetary policy are taken;

- the introduction of moving five~year quantitative forecasts for
reference in coordinaeting econonmic policies, and establishnent of
medium=-tern policy programnes providing the frameworks for Community

T
policies ;

- the harmonization, extension and nore coordinated use of the range
of economic and monetary policy instrunents availasble in the lewber
States; +to this end, a directive on the promotion of stebility,
growth and full eaployment in the Community will be adopted before
the end of 19732.

1See Council decision on the attainment of a high degreec of convergence
in the policies pursued by the liember States of the Comnunity.

2See Council directive on the promotion of stability, growth and full
empleyment in the Community.
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- accuiring a more thorough knowledge of the problems comected with
economic integraticn in Turope; +to mee’ this need, an Institute of the
Furopean Communities for Tconomic Analysis and Research will be sct up
in the course of 1974 ;

~ widening and improving basic information, for which a programme of harmonization
and coordination of economic and financial statistics will have to be adopted
by the Council during 1974 as part of an overall programme and implemented
gradually during the second stage,

~

2. Coordination of the budgetary policies of the Member States is %o be
strengthened and the execution of public budgets to be examined regularly.
Within this fremework, the size of budget balances and the way they

are financed or utilized must be closely supervised.

The guidelines for the budgets of public adninistrations will be laid

down by reference to the medium-term forecasts for public finances

\will have
Heasures Io be talien for the progressive harmenization of the

jngtruments of budgetary policy and of the methods of establishing hudgetis.

3, The Council considers that, during the second stage; greater
noordination of economic and monetary policies and the implemcntation of
the structural policies provided for should cnavle stable cwrrercy
relationships, basod on fixed but adjustable parities and cxcluding
Tluctuations beyond the agreed limits, to be cstablished within the

Community -

Fvery year, on the basis of a report addressed to the Council and the
Commigsion by the Board of Governors of the DBuropean Monetary Cooperation
Tund and on the basis of results obtained in the field of coordination
of economic policies; the Council me:r decide, on proposals from the
Commission, or further roductions of the naxinum spread at any onc line

(at prosent 2.25%) between the currencies of the Conmunity

The Council confirms that the elimination of the spread and the atizimment

of fixed parities constitute the final otjective to be reached by 1¢80.
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The new Community credit machinery must be integrated into the Monetary
Cooperation Fund, which must receive contributions for its reserves from Member
States. Thust'the settlement difficulties affecting the Community exchange
system will be more easily overcome, fthe multilateral character of the system
will be strengthened,and the role of the Fund as a monetary cooperation agency
and the use of the Buropean unit of a,ccox,mt1 will be developed. The link
between the convergence of the economic policies and the grant of credit will

be ensured by the fact that such grant is conditional beyond certain limits.

The first contribution, representing 10% of the reserves held by Member States

on 31 December 1973, will be paid in at the beginning of the second stage.

Devending on circumstances and the degree of harmonization of economic policies,
the Council, on a Commission proposal, ghgjidecide, during the second stage, on

the date and amount of the additional contributions.

4. From the beginning of the second stage, the machinery for prior consultations

in case of changes in intra-Community exchange relationships will be reinforced.

5. The Council has agreed that, from the beginning of the second stage, the
Member States of the Community, must, in their monetary relations with third

countries and international organizations:

— pursue policies compatible with the proper functioning of the monetary
union or with the adoption, between Member States of the Community, of

interim agreements leading to the formation of a monetary union:

~ refrain froa availing themselves of measures adopted as part of the
reform of the international monetary system to introduce greater flexibility

to intra—-Community monetary relations;

— adopt common positions in line with these principles and announce them

through a single spokesman.

6. The Council observes that, as regards the liberalization of capital movements
within the Community, no progress has been made since 1962; it also notes that,
in the absence of a Community differenfiation vis-d-vis third countries, the
result of intermational monetary developments has been that a good deal of ground
has been lost in this field in recent years, not only between the Community

and third countries, but also between the Community Member States themselves,

1See Regulation on the Monetary Cooperation Fund.
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In the nresent situation, neither a hish degree of freedom of capital
within the Community nor a Community capital market can be introduced
unless the Community is clearly distinguished from other countries.

Such a distinction must be part of a system ensuring the common control
of external movements of capital and must be linked fto monetary .
cooperation arrangements based on compliance with the Community exchange

system.

Accordingly, the Council believes that the Community must set up a
common system for controlling external movements of capital, to be used
when renuired. The Commission will, before 31 December 1974, submit
proposals for establishing this system and for vprogressively attaining a

hirh degree of freedom of movement of capital within the Community.

7 The Council attaches great importance to the aim of finding remedies
to the structural and regional imbalances in the Community which could
adversely affect the achievement of eccnomic and monetary urion. From
this an~le, and without vrrejudice to any measures which may be taken as
part of more specific vrogrammes, the Council has agreed to set uvn, before
31 December 1973, the European Regional Develonment Fund and the Regional
Policy Committec. At the same time, it stresses the importance of making
ranid nrogress in the coordination of the Member States' regional policies.
During the second stape, the Council, acting on a Commission vrovosal, will
decide on the creation of a Eurovean regional development company and on
the estahlishment of a Community system of guarantees for investments in

develovnment areas.

In additicn, the Council recognizes the immortance of a concerted nolicy
to channel a considerable portion of the new investments of undertakings
inte those areas of the Community with the lowest level of economic

development.
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8. In the field of social nolicy and emnlovment, the Council will see
to it that substantial prorress is made which, aquite avart from its own

merits, will facilitate the process of economic and monetsary integration,

As regards comparison and coordination of the social and emovloyment
policies,continued efforts will have to be made to make the oprtfions of

the Member States more coherent. In order to improve and develop
vocaticnal readsmtation facilities, the Council is asking the Member
States to undertake to introduce a system for guaranteeins income during
the training veriod. On a orevos=) from the Commissinn, the Council

will decide on the details of a Community contribution aimed at facilitat-
ing the implementation of this system in the covntries or regions which

have the greatest difficulties.

9. As regards industry, the Council considers that during the second
stage a major effort should be made to place industry throughout the
Community on a uniform basis in order to achieve the reosuisite degree of
consistency so that deyelopment may be balanced both in regional and in
sectoral terms. To this end it attaches the highest importance to
measures for eliminating barriers, in varticular legal and tax barriers,
to the free movement of goods, to joint ventures and cooveration between
undertakings at Burovean level, to the gradual and effective opening of
public contracts and to the implementation of effective promotion or
conversion measures concerning certain industries which face special

problems,

The Member States will take the necessary measures to harmonize their
fiscal, banking and stock exchanse rules, and their regulations on the
publication of company accounts which ar2 the indispensable adjunct of
the freedom of movement of cavital within the €Qommon ¥arket, in order to
promote the most rational use of savings in the Community and to achieve

a territorially balanced distribution of investment,

In fiscal matters, the Council undertakes to give a final decision as
quickly as possible on all the vroposals for Directives so far presented

by the Commission on VAT, excise duties and the tax rules applicable to
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intra-Community mergers and to parent and subsidiary comvanies

established in different Member States.

The Council also undertakes to give a decision before the end of 1974

on proposals from the Commission concerning:

(a2) the harmonization of withholding tax on bond income and dividends;
(b) the harmonization of company tax schemes;

(c¢) the harmonization of vrocedures for the collection and recovery

of own resources deriving from VaAT revenue;

{d) increasing duty-free allowances for travellers.

The Council also undertakes to take .measures, on vpronosals from the
Commission, before 31 December 1976, with a view to removing tax
frontiers, abolishing barriers to the freedom of movement of rersons,
goods, services and capital and approximating the conditions of

comretition between undertakincs, consisting of

(a) fixineg the number of rates of VAT and drawing up common lists of
goods and services subject to each rate;

(b) harmonizing the basis of assessment for tax on company »nrofits;

(¢) laying down common rules on income tax on workers in frentier

regions and immigrant workers;

(d) combating fraud and tax evasion.

11T, The Council takes note of the Commission's intention to submit
to it by the end of 1975 a report on the results achieved in connection
with the establishmernt of the Burorean union and to draw un new proposals

for the comvletion of economic and monetary union.
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Acting on a provosal from the Commission, the Council and, where
approvriate, the Representatives of the Governments of the Member
States shall adopt during 1976 the whole complex of measures
enabling all the elements necessary for the operation of ecconomic
and monetary union, as scheduled for 1980 in the Council Resolution

of 22 March 1971, to be established.



STABILITY, GRO'TH AXD FULL EIPLOYLINT IN
TEE COLMUMITY

Proposal for o Council Directive

(Submitted by the Commission to the Council)
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Te In each Member State, steady and balanced growth, the sicbility of the
economy znd full employment are permanent policy objectives. The measures
being teken to introduce, by stages, an eccnomic and monetary urion have
enhanced the importance of these tasks while adding a new dimension to the
medium~ and short~term economic policies vhich contribute to their
realization. Progress towards economic integration and the orderly advanc:
towards the final establishment of econcmic and monetary union depend on
the conditions in which each lember State is able to pursue the three
objectives. The growing interdependcnce of the economies of the Ilember
States also means that any major measure of domestic economic policy

and economic trends in each Member State will inevitably have repercussions,
in some cases of appreciable importance, on the other members of the
Community. Thus, achievement of the three key objectives depends on an
interrelated set of measures which can succeed only if the economic anc

financial policies of the Member States are brought steadily closer in linc.

2. In order to achieve a high degree of convergence of these policies,

the Commission proposes to the Council that Community arrangements concernirg
coordination of economic and financial policies should be strengthened1.

This would not, however, be possible if facilitics were not available

in each of the lember States enabling Community decisions to be

implemented promptly and effectively.

Fal

1 o . s . Vs

See the proposal for a Council Decision concerning the achicvement of
a high degrce of convergence of the cconowic policies pursued by the
Hember States of the Turopean Economic Comrmunity. -



-2

3» The Commission after consultation with the appropriate committees,
submits the attached directive in order to make good this deficiency. The
Commission feels that the following main conditions must be met if, by
setting up suitable legal and institutional machinery, the Member States are to

be in a position to implement decisions taken at Community level.

A. Appropriate methods of achieving stabilify, growth and full employment -
objectives assigned to the Member States and the Community as such by
Articles 2 and 104 of the EEC Treaty — will be defined in practical and
balanced terms, in the guidelines for short— and medium-term economic
policies adopted by the Council. Implementation of these policies
in line with the guidelines will therefore constitute an obligation
which the Member States may not disregard. In order o bring out
more clearly the binding link with the Community®s objectives, it is
desirable that the Member States should refer to the guidelines adopted
at Community level when enacting the most important decisions — particularly

budget decisions ~ affecting economic and social developments.

B. It is evident that the pursuit of the objectives of stability, growth and
full employment would be impossible without the active cooperation of

the main economic and social interest groups.

Indeed, this is all the more true in that the three objectives are nct

in fact final goals but stages on the road to social aims of a higher order, such
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De

as fair distribution of the national income, job security and not

only the improvement of the material conditions of living but also
cultural fulfilment and the promotion of social justice. Consequently,
the industrial federations and the unions must be associated, in

each Member State, as is already done in most casesrwith the preparation

of the economic policy guidelines".

With regard to medium—term policy, the Member States must spell out

in practical programmes covering the main areas of economic and social

policy the arrangements they intend to use to achieve these objectives.
With regard to the short-term, they must have instruments enabling them
o act promptly and effectively both to spur on growth and to maintain

gtability.

A last point is that the Member States must provide the Community
institutions, particularly the Commission, with adequate information
enabling the institutions to improve their understanding of essential
problems conmected with the economic policy guidelines and of the

action to be taken, and enabling them 4o monitor the implementation of the

guidelines.

Here it might prove useful that the national authorities should have
the possibility of calling on Commission experts to give a Community

slant to the technical preparation of certain decisions.
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bia The Commission proposes that the Member States make the arrangements
nacessary to ensure that the requirements mentioned at section 3 above

are met in the near future. Follcwing the principle of Article 189

of the I'realy, the directive is essentially concerned with the results

to be achieved, while leaving the national authorities free as to their choice of

form and matholc. I% iz evident that the measures itaken by the Member States must be
€ompatible rith the provisions of the Treaties.,

The Commission is well aware that the new arrangements referred to in the
directive will necessitate measures of adaptation differing from one
iiember State to another. Certain Member States, possess, in the areas
affected by the directive, a wide range of techniques and instrunents, while
the facilities available are a good deal less sophisticated in other Member
States. The question arises as to whether all the procedures and instruments
indicated by the Commission should not be available in each Community country,
even if, at the present conjuncture, it would not be necessary to use them
and if their use has never been contemplated so far. The Commission feels
that it must reply %o this question in the affirmative. The unforeseeable
nroblems that can arise in connection with economic trends necessitate the
availability of weapons that can be deployed promptly, even if some of

them are sonctimes not in fact used.

5e The implementation of some articles of the directive could raise
legislative problems or have an impact on the institutional equilibrium
within the Member States. Consequently, a few words are required concerning

the scope of the Commission's proposals.

7.2 main objective of Article 6 is to give certain budgetary policy

instruments more flexibility by enabling certain legislative requirements
concerning public expenditure and revenue to be tcmporarily amended through the
delegation of power or through accelerated ratification procedures

sading to their implementation within thirty days.
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This article should neither hamper harmonization within the Community of

certain taxation arrangements nor prejudice parliamentary procedures in
the various Member States. However, it will be for the governments
to propose, as appropriate, the improvements necessary for this objective

to0 be achiewved.

Article 9 takes account of the diversity of the relationships existing
between the central government and the local authorities., The objective
to be achieved is to ensure that the guidelines agreed by the Council for
the Member States can, in fact, be supported by action at all levels of
government.

Because of the impact which the implementation of certain articles of
the directive could have at legislative level, the Commission believes

that the European Parliament must be consulted.



THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Having regard to the Treaty establishing the Buropecan Economic Community,

and particularly Article 103 thercof;
Hoving regard to the proposal from the Commissiory
Having regord to the opinion of the Parliament;

Whercas the implementation by stages of an economic and monetary union in
*+he Comrmunity requires the implementation of convergent economic pelicies
of which the key principles are the achievement of stability, greowth and

full employment in the Community;

Whereas procedures for coordinating economic policies have been organized,
in this comnection, at Community level, particularly within the framework

of the Council's Decision of ...

Wherecas if it is to be in a position to respond to the requirements of such
coordination and in particulor in order to be able to pursue compatible objectives
at Community level with regard to stability, growth and full employment, each
Momber State must nossess a suitable interrelated set of economic policy

instruments;

ihereas such instruments, promptly utilizable, must be available to the
competent authorities of the Hember States if they are to be able to supervise
economic trend and keep these in line with the basic principles defined at
Community level 3 whereag this is therefore a measure appropriate to that

purposc;

TAS ADOPTED  THI: PRESENT DIRLCTIVE:
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Article 1

With a vicw to the achievement of the objectives of stability, growth and

201l employment in the Community, each lembor shall implemont its short.-

and medium-term coonomic policy in accordance with the guidelines adopted
1

£

by the Council pursuant to Decision No of

Articic 2

The Membor States shall refer explicitly to the guidelines adopted by the
Council when they take major measures of economic policy; Such reference
shall be made, in particular, in the proposed budgets of governments.

in the proposcd budgets of governments.

Article 3

The Gyvernments of the Member States shall confer with the representatives

of the main econonic and sSocial interest groups on the

economic policy guidelines,

Articlc 4

Each Member State shall establish economic forecasts and medium—term
economic policy programmes stating the arrangements to be implencnted,
particularly in the budgetary, financial, structural and regional pelicy
fields, to encourage a trend in conformity with the guidelines rcferrad to

in Article 1 above.

{ o : i :

Council Decision concerning tho achievement c¢f a high degree of convergdncs
of .the cconomic policices pursucd by the Mceober States of the Buropeon
wcononic Commanity.
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Lrticle 5

The Hombor States shall adopt the laws or regulations nceded to cnable tham

~ch promptly in the various ficlds coming under the policy of the mongstery

authoritics, particularly the liquidity of the economy, banking liquidity,

credit, and intcrest rates.

For this purpose, the Member States shall provide their menetary authorities

?

~here such instruments and powers are not yet available to them, with the

instrumonts and powers enabling them to carry out the following mecasures:

(1)

imposition or modificationd reserve ratios applying to the liabilities

of monetary institutions;

imposition or modification of rescrve ratios applying to the credit

granted by the nonetary institutions;

pursuit of an open market policy with wide scope for action, including

the use, as necessary, of short-, medium= and long-term sccouritics:
change in the rediscount ceilings with the central bank;
change in the various intervention rates of the monctary authorities;

change in the borrowing and lending intercst rates paid or charged

by public eredit agencies;
condition
imposition or modification of / for consumer credit, hire-purchase

sales and moritgage credits

quantitative or qualitative credit control.

Article 6

Fach Membor State shall malce the necessary arrangements to enable the

grvorament, in case of need, to adopt the following measures within

dayss
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(i) slowing down or speeding up the ratc of public expenditurc

(ii) adaptation, upwards or dovmwards, of the scales of taxzation for porsonsl
income tax and corporate incomc tax and slewing down or specding uwp

collecticn of theose taxces;
(iii) temporary change in value added tax and excise duty rates;

(iv) adjustmcnt of taxation arrangements and subsidies concerning investments

of undertakings and construction.

Article T

Each Member Statc shall establish investment programmes covering a fivewyeaf
period for the central administration and the local authorities, which shall
be implemented according to the requirements of current economic activity,
within the framework of budgetary arrangements. It shall review these

programmes armually.

Article 8

Each Hember State shall make the arrangements necessary to enable the
government, without prior authorization, to sterilize tenpororily with
the central bank the yield of excess tax revenue or of loans, and tc free these

funds subsequently.

Article 9

The Member States shall ensurc that the management of the finances of ihe

local authorities contributes to the attainment of the objcctives and %o the
implementation of the guidelincs referrced to in Article 1 above. Tor this
surpose, as far as necessary, they shzll provide themselves with the means needed

40 enable the indebtedness of the local authorities to be monitorede
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Article 10

The Member States shall ensure the rapid collection of information
essential to the working out and the verification of the guidelines
adopted by the Council for the short— and medium~term economic policies
and relating to the instruments implemented. They shall submit this

information to the Commission as soon as it is available.

Article 11
The Member States shall meke the necessary arrangements to comply with
this directive within 12 months from the date of its notification. This
period shall, however, he extended to two years in respect of the
implementation of Articles 6 and 9.

The present directive is addressed to the Member States.

Done at Brussels,

For the Council
The President



Part 3

PROPOSAL FOR A DECISION OF THE COUNCIL CONCERNING
THE ACHIEVEMENT OF A HIGH DEGREE OF CONVERGENCE OF THE
ECONOMIC POLICIES PURSUED BY THE MEMBER STATES
OF THE EUROCPEAN ECONOMIC COMMUNITY

(submitted by the Commission to the Council)



PART 3

Proposal for a decision of the Council concerning’ the cchievement ¢
a high degree of comvergoncce of tho cconomic wolicies pursued by the

Member States of the Europecn Econcmic Communit:

e £ —— prawre e 2 PP PP

The Councit of the Europeaon Communities:

Howring regerd to the Treaty cstablishing the Buropcan Zeonomic Community, ond

in particuler Articles 103 and 145 tlereof

‘Whercas thers can be no progressive implementation of the econosic and moncrary
unicn unlesz the economic policies pursued by the Hember Stetes conwverge fron
noy onmwards and unless a high dejree of convergence is maintained, az the

Souncil's Resolution of acknowlcdges.

hereas, for this uroose, the coordinstion procecdures ot present used must be
mbestantially strengthened and improved, whercas, in particrlar, permancat
consultotion machinery must be instituted, covering beth general cconomic
nolicr and those policies for which the central banks are responsible in the

nonetar;r ficld

«

‘thereas tie permancut consultation machinery must be based on cconomic nolicy
guidelines defined at Community level:; wherecas such guidelines cannct be
confined only to short~term policy to be pursued, wut must aisc cover medium—
cerm policy whereas no short-ferm action can be properly implemcntcd
rccoriciling the development processes of nine netional economies if it is naot
uided by and towards common chjcctives established over o lunger pericd;
“hgreas, consequently, medium—term guidelines ~ust be established as an
instruncot of & coherent shori-term econmomic policy, ond the cstablishment

of su guidelines i xrefore o measure appropriate to such o i
f such guidelines is thercfore o mecasure appropriat o such & policy
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Wherean mordtoring of the iaplementation and the cffects of

economic policies is necessary for the mointenance of corsishe
these policies, so thet any deviation from the guidelines adopted at

Community leovel can be prouptly corrccted;

Wherens, in respect of currcncy cxchange relations with fthe Comunits, the
) A g Ty

gtrengthened convergence of the cconomic policics rust be sccompenied, fron

+1h

the sccond stage of the economis and nenctary union onwards, in odditicn to
the lodging of reserve facilities with the IMCF, by specific and cffectiv:
prior consultation machinery i1or all decisicns of lMember Stotes rolating to
the conditione under which its currcncy is exshanged for the enrrenciscs of

other Member States and of non-member countriss:

HAS ADOPTED THT S DiiCISION:

The Council shall sct aside each month a specific dey, determined in adve

for meetings on economic and monetary problems, In this fromework, the Cour
shall hold thrce sessions each year devoted tc examinations of the ecorcmic
situetion in the Community. Cn the basis of a communicetivn from the Commiss?
accompanied, as ap ropriate, by proposals, decisicns, directives or
reconmendations, the Council shall adopt the ecoriomic -olisy :uif

pursucd by the Community and in each Member State, with & viaw io achicvii-

harmonious economic developmeite
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The first evamination shall take place as soon as possible, in the firsi

cuarter of the yvear

On this occasion, upon a preposal from the Commission, the Cowncil

shall adapt the economic policy guidelines relating to the current

year to the new regquirenents of economic development and shall establish
a tentative outline of the measures to be implemented for the Tollowing
year

The Commission's proposals shall be accoupanied by a swiary account of
the economic policy pursued in the past year and by projections at constant
prices and at current prices for a period of five years, covering the

nain macroeconomic variables and the expenditure and revenuas of public

departments and those of the Community dudget.
Article 3

5 second exanmination shall take place during the second quarter of the
vear. On this occasion the Council shell define mutually consistent
guidelines for the mzin items in the preliminarv economic hudgets. In
this framerork, the quantitative guidelines for the draft public
budgets for the following year shall he Tixed before the budgets have
becn finally adopted, and shall cover; heving due rogerd to changes in
their volume, the neture (deficit or surplus) of the balcaces and the

way such balances are financed or us~d. The guidelines relative to the
5 g

draft public budgets shall nct be published.

Article 4

The third examination shall be held tovards the end of the third quarter
of the ycar. On this occasion, the Council, on the basis of a Comrissici
proposal, and after consulting the Pzrlienent and the Economic and Social
Committee, shall adopt an annual report oni,_he economic situation in the
Community and shall establish the guidelines to be followed by each

Member State in ite economic policy for the subsequent year.
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Article 5

As soon as this annual report has becn adopted hy the Council, the

Governments shall table it in their naticnal parliaments, so thot

t can

e

be teken into account in comnection with discussions on the budgets

Article 6

On the hasis of the preliminary draft prepared by the Fconomic Policy

s

Cormittée, the Commission shall establish at regular intervals and al loas

once cvery rive years a draft medium~term economic policy programmae the
purnose of which shall he, in the context of the sconomic and menctary
union, to ensure the gradual convergencé of overall cconomic ond monciary

policies and to facilitate and guide structural change-

The draft shall indicate thosc points on which it deviates from ihe
Fcononic Policy Commititee's preliminsry drafi.

The Cormission shall submit the draft prograame to the Council, which sheil
immediately rcfer it to the Parliament and the Economic znd Social Commiticn

for consultation purposcs

The progrommae shall be adopted by the Council and the Govermments of

=2

)
ci
“

Menber Statos

Tre Colncil and the Governments of the lomber States, in adopling the

progremme shall express their intenticn of aciing, in the fiecld cevored

by the progromne, in sccordance with the guidelines set dovm in 1%

In parallel with the adoption of the progromme, the Council shall,; as
appropricle; on a proposal from the Commission, adopt unaninously any
decisions, directives or rocomnendations necessary to achiceve the
objectives fired in the programme and io implenent the facilities provicad
for thorein

Article T
. -

A Henber Stete mey not

(i) change the de jure or dc facto pariir or central rate of its

currency or the intervention poimts notified for this currciey 3

O

th- Turopean fionctary Coopeoration Tund;
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(ii) suspend intervention szt the intervention points:
(iii)estnblish o neu parity, o new central rote or resume intervention
at the intervention pointe notified to the Furopean Ilonetaory

Cooperation Fund;

without o consultation procedure having been followred as-set out belos
Any Yember State contemplating any of the decisions referred to ~bove
shall recuest immediately the opening of o .consultation procecure idthin
the lionetary Committee. On this occasion the members of the lometary
Comittee shall act with the status of liember States' representatives. The
practical details of the conmsultation procedure shcll be established by

the lionetary Committee.

Any lierber State or the Commission can request that the consuvltation
procecure take place within the Council. The Fenber State concerned
shell hold over any neosure of implementotion wntil suweh tine zs the
Honetory Committee or the Council has adopted an opinion concerning the
negsure contemplated. This postponement shall no longer be compulsory

72 hours from the time the consultation procedure begon.

there, in their opinion, the comnon interest is endengered by the exchanse
rote policy pursued by a Iember State, cnother liember State or the
Comnmission cen request a consultation procedure within the IHonotary
Comrittec and, if sppropriate, within the Council. The consultation

£

procedures provided for zbove shall be confidential.
Article 8

Permcnent consultations sholl be held in advence within the Stending
Cormnittee of the Burcpean lionetazry Cooperation Fund1 on the monetary

end credit policies of the Member States, centrel banks, particularly with
regard to the development of bank liquidity, the way in which credit is

distrivbuted, and interest rates.
7

1See Council Regulation «eo
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Article 9

Remlor end permonent consultotions on the genceral cconomic policy

envisaged by the 'onber Stotes =nd on their cenformity with the cconomic

5

cfined by the Comncil zccerding to the procciurs proviled

oy

icy guidelines

policy gzuidel S

for in fArticles 1 and 5 of the nresont Decision shell tcke place sithin tha
=1 H

ceordinating group referred to in Title I, parosroph 2, of the Resclution
1

£ the Council and of the Representotives of the Governmente

tates of 21 Iirch 1972.

In the cbove Resolution, the sentence at the end of the first subporagroph

of parcgroph 2 of Title I shall be replaced by the following:

"The cheirmen of the conciic Policy Comnittec end, of the Honetary
Committec and the Director-Goiteral of the Turopeon Ilonetnry Cooperation

Fund shnll, as eppropriate, ~tiend meetings of the group.”

These consultotion meetings rmuet be held in cdvance ond mast cover oll the

signiTicont mensures being talkon with o view to the convergence of cconcmic
policy within the Commmity
For this purpose, the coordincting group shall necet at least once o fortniy

Article 10

If, in the course of the consultation proceduvres referred to in ir

I3
e
[9]
s
®
4]
A

end 9, it rppeors thot any nensure or decision conterplated in ome or nore
Merber Stotes is the subject of serious reservotion, o I'ember State or
the Commission moy request consultation within the Council, vhich rmst then

ncet within eight deys.
Lrticle 11

Where o Herber Siante is pursuing cconomic, monetary or budgetery policier
deperting from the guidelines defined by the Cowncil or eniailing nozards
of en econonie nature for the Community cos o shole, the Commission shcll
speoify without deleyr thosc nccsures vhich it recormenis that fhe State
concerned should adopt to remedy this situntion. The Stote concerned shall
infor the Cemnission within o fortnisht of rescipt of this recomiendation
of tho zection it intends to toke: 1% shnll nrovide the Coimisnion 1ddh

21l nceecescry informotion ennbling it to nssens the sitontion.



L

After cnelysing the sitvation of the Hembver Stote concerned, the Cou

noy request thet en exaninaticn be held within Council, which shall noet
within o fortnight end shnll toke o decision on the basis of any proposzlc

R R

which the Comnission may submit.
Lrticle 12

On the bosis of & report submitted by the Commission, the Covncil shnll
exzmine once o year, ot its meeting held in the first quarter, provided
for in Article 2 zbove, the opplicntion of the present Decision end the
conformity of the policies pursued with the objectives sct. The

Commissiont's report shall zlso be laid before the Parlicment.
Article 13

The following decisions are repenled:

(i)  the Council Dccision of 17 July 1969 rclating to the cocrdinction
of the short -term cconomic policies of the llember States:

(ii? the Council Decision of 16 February 1970 concerning tho oonropriate
procedures for the consultation crrengements provided for in the

Council Decision of 17 July 1969

7

(iii} The Comeil Decision of 22 Imrch 1971 relating to the strengticnirg

13
of tho coordinntion of the short-tern economic policies of the

Member Stotes of the Eeononic Commmity.
Article 14
LLAION

This Decision is addressed to the Member States.

Done at Druscels, For the Council

The President



PROPOSAL FOR A REGULATION AMENDING
REGULATION (EEC) No907/73 OF THE
COUNCIL OF > APRIL 1973 SETTING UP

A EUROCPEAN MONETARY COOPERATION FUND

(submitted by the Commission to the Councii)



thereas the Fund should have its own carital, the income from which will

allow it to cover its operating costs independently;

tlhereas, henceforth, to ensure the essential strengthening of coordination
of monetary and credit policies, prior consultations should assume a

permancnt nature;

Whereas, as regards the policies conducted by the central banks in this
field, such permanent consultations could most naturally take place
under the aegis of the European lMonetary Cooperation Fund; whereas, for
this purpose, a standing committee responsible to the Board of Governors

should be set up;

thereas Regulation (EEC) Mo 907/73, establishing the Puhd, should be
amended accordingly and whereas the said amendments are necessary if
the Fund is to contribute to progress towards economic and monetary union

and, thereby, to the achievement of the Community's aims;

HAS ADOPTED THIS REGULATION:



THE COUNCIL Oy THE EUROPEAN COMMUNITILS,

Having regard to the Treaty establishing the Furopean Economic Community,

and in particular Article 235 thereof;

Having regerd to the proposal from the Commission;

Having regard to the Opinion of the European Parliament;

Having regard to the Opinion of the BEconomic and Social Committee;

Vhereas the rceport submitted by the Commission on 27 June 1973 at the
Council's request shows thot, both to facilitate settlements within the
Commumnity exchange system and to ensure their complete multilateralization
by developing the use of the Buropean monetary unit of account, it seenms:
necessary to start the process of progressive pooling of reserves in the

Buropean llonetary Cooperation Furdj

Whereas, on the other hand, short-term credit facilities able, if need
be, to take over from very short-term financing, should be expanded to
take account of increased needs arising out of the expansion of trade

and the imporiance and volume of destabilizing capital movements;

ihereas short—term monetary support should not be renewed without a
detailed review of the economic situation of the recipient iiember State
and, after six months, should be subject to a decision by the Board of
Governors of the Fund; whereas, beyond twelve months, the Council
itself should, upon a proposal from the Commission, be called upon to

intervene;
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9 February 1970 between the central banks of the Community establishing
this mechanism bears the imprint of the thinking nrevnlent at the tire
it was concluded and which does not correspond to the current situation.
Furthermore, owing to its basically bilateral nature, it has proved

difficult to fit into an essentially multilateral Community system.

To achieve a satisfactory solution to the two major problems set out above,
the Commission, in the proposed Regulation given below, has taken certain
options regarding the provision of short~term intra~Community credit

and the initiation of the pooling of reserves. It considers that the
creation of an initial nucleus of joint reserves will help overcome the
current difficulties regarding settlements. Even if temporary
arrangements have to be contemplated for certain reserve assets such

as gold or assets lodged with the IMF, the pooling will allow:

(1) the development of the use of a Buropean monetary unit of account,
guaranteed by cover which will help to ensure its acceptability
as a universal and permanent instrument of settlement within the
Commmity;

(ii) the more rational vse of reserve assets which
are currently frozen;

(iii) the total multilatesalization of Community credit, the granting of
which will be the responsibility of the Board of Govermors of the
Fund.

The Commission is of the opinion that the credit system run by the Fund
should help bring about a convergence of economic policies. Moreover,

it sees a close link between the administration of the Community exchange
system and the coordination of the monetary and credit policies conducted
by the central banks. It therefore proposes that a stending committee be
set up within the Fund, reporting to the Board of Governors, to ensure
concerted action that is essential in this field., In connection with
this proposal; it has become necessary, in view of the increase in the
duties and responsibilities assigned to the Fund; to give the latter

an appropriate administrative structures The Commission therefore
considers that the statutes of the Fund should be amended and supplemented

as proposed below.



BExdanatorvy memor-ndun

The measures relating to the Europcan Konetary Cooperation Fund proposed
by the Commission for the second stage of economic and monetary union

concern three fields:

(i) adjustment of credit arrangzments;
(ii) creation of an initial nucleus of common reserves;

(iii) consultation on monetary policys

The Commission considers that the functioning of the Community exchange
system has run into difficulties owing to the impossibility of ensuring
rwltilateral administration of the current arrangements concerning credit .

and settlements.

The difficulties regarding settlements, acknowledged in the Working Party
report referred to in the Opinion addressed to the Comncil by the Committee
of Governors of Central Banks in the European Economic Community and the
Board of Governors of the European lonetary Cooperation Fund1, result in
particular in restricting transfers made under intra-Community settlemenis
to dollar assets alone; as far as other assets are concerned, the Fund
has had to suspend for an indefinite period application of the rules

agreed vpon in this field.

These are, hovever, circumstantial obstacles which have aggravated
fundamental defects inherent in the Community ewxchange system and which have
been anzlysed in detail in the Commission report of 27 June 1973 on the

a2d justment of short-—term monetary support arrangements and the conditions

~ . . 2
Tor progressive pooling of reserves

As far as credit mechanisms are concerned, it should be pointed out that
procedure for granting very short~term financing has worked satisfactorily;
their actual repeyment, on the other hand, has met with the problems

mentioned above. As regards short-term support,; the agreement of

=
'Cf. Preliminary Opinion of the Council on the Commission report on the
adjusinent of short—~term monetary surpport and on conditions for =z
progressive pooling of roserves, introductory paragraph, and Annex to
the Opinion, poges 1 and 2.

b4 . . < :
Ofe Bulletin of the Buropczn Communitiecs, supploment 12/73; rage 4y
pﬂ@mm1,wd%wmm1Mmmec&pw%mﬁs1wd&



1.

Article 5

The Member States shall, as at 1 January 1974, transfer to the
Fund AN AF thein ornaa evrhaviens rocamroa na ~AF

31 December 1973; they shall be credited with that amount in
E.M.U¥.A. in the Fund's books.

The exchange reserves referred to in paragraph 1 above shall comprise
gold, assets lodged with the International Monetary Fund ~ i.e.
special drawing rights and reserve positions ~ and liquid assets in

U.S. dollars.

Fach Member State shall transfer to the Fund part of its gold,
assets lodged with the International Monetary Fund and dollar assets
in a proportion equal to that represented by each of those three
categories of assets in the total assets of the Member State as at

31 December 1973.

The actual transfer of assets lodged with the International Monetary
Fund to the European Fund shall be postponed until the conditions for
such transfer can be agreed with the International Monetary Fund.
Until then, each Member State shall make a provisional transfer to
the European Monetary Cooperation Fund, on the conditions laid down
by the Board of Governors of that institution, of an additional
amount of gold or dollars corresponding to the proportion of the
total of the two categories of assets lodged with the International

Monetary Fund to the total reserves of the Member State concerned.

Any distribution of financial gains accruing to the Fund following
an international agreement or an agreement between the Central Banks
of the Community on the price of gold shall be carried out in B.M.U.A.

in proportion to the gold contributions of each Ceniral Bank.

Any financial gains or losses accruing on assets other than gold
shall be credited or debited with the overall accounts relating to
income resulting from the administration of the pooled reserves.
This income shall be distributed proportionately to the average
amount of B.M.U.A. held by each Member State during the financial

year which has just ended.



Article 1

Articles 2 to 4 of Council Regulation No 907/73/EZC of 3 April 1973,

establishing a Buropean Honetary Cooperation Fund, shall be replaced

by the following provisions:

Article 2

Within the limits of its powers the Fund shall ensure the proper

functioning of the Community exchange system based on:

- the maintenance, through interventions in Community currencies, of
the margins of fluctuation of the Community currencies against each
other within limits fixed in advance;

- the use of a Buropean mohetary unit of account (BE.M.U.A.)3

- the organization of the Community credit system;

~ the progressive pooling of the monetary reserves of the Member States.

Article 35

Interventions on the exchange markets by the Central Banks of tune
Member States in Community currencies shall be financed with the

Fund and shall be settled in ®.1.U.A. Trtervertiors of the Mamber Sinteg?
central banks on the exchanges in "third" currencies approved by the
Board of Governors of the Fund shall, save where otherwise decided by
the Board, be carried out for the account of the Fund and shall be

settled in E.M.U.A.

Article 4

The unit of account, the value of which shall be governed by the
provisions of Article 6 of the Statutes of the Fund, shall be the
instrument of definitive settlement in monetary relations among the
Central Banks of the Member States of the Community, and between

the Central Banks and the Fund.
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Article 6

In order to allow of interventions in Community currencies, every
Central Bank may make use of the Fund's very short-term financing
facilities, unrestricted as to amount. The Board of Governors of

the Fund shall make the necessary arrangements with the Central

Banks in order to ensure that such operations are successful. Such

monetary support from the Fund must be repaid on the last working
day of the month following the dalte on which the transactions were

concluded.

After the expiry of that time-limit, every debitor Central Bank
may obtain from the Fund short-term monetary support limited to

the following amounts:

in millions of B.M.U.A.

- Deutsche Bundesbank 2 4oo
- Bank of England 2 Loo
- Banque de France 2 Loo
- Banca d'Italia 1 600
-~ Banque Nationale de Belgique 800
- Nederlandsche Bank 800
-~ Danmarks National Bank 260
- Central Bank of Ireland 140

Short-term monetary support shall be granted for a period of.
3 nmonths, renewable for a further 3-month period. In case of
renewal, a thorough examination of the economic situation of the
Member State concerned shall be carried out within the Monetary

Committee.

The Board of Governors may, on conditions laid down by it, after
consulting the Monetary Committee, extend the period for which
credit has been granted for a further 6 months, limiting the

amount as indicated in paragraph 1 above.

The aggregate amount of short-term credit granted by the Fund shall

not exceed 7.2 thousand million E.M.U.A.
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n L. The Fund shall not grant credit for a period exceeding 12 months
or for amounts exceeding the anntas laid down in paragraph 2 adove,
unless the Council, acting unanimously on a proposal from the

" Conmission, after consulting the Monetary Committee and the Board
" of Governors of the Fund, as laid down the economic policy

" conditions governing the granting of such credit.
n Article 7

" The Board of Governors of the Fund shall lay down detailed

" procedures for the application of Articles 2 to 6."

Article 2

The Statutes of the Fund annexed to Regulation No 907/7% EEC referred
to above shall be replaced by the following text:

Article 1

— —— o — —

1 The Fund shall be directed and managed by a Board cf Governors.
The members of the Board of Governors shall be the members o the
" Committee of Governors of the Central Banks of the Member States

" of the Buropean Economic Community established by the Council

" Decisionl of 8 May 1964 on collaboration between the Central Banks

of the MHember States of the European Economic Community.

If unable to attend they may be represented by another member of

" the governing body of their Central Bank.

A member of the Luxembourg currency authorities shall it on the
" Board of Governors. He shall take part in decisions whenever the
rights and obligations of the Grand Duchy of Luxembourg are not

" exercised by the National Bank of Belgium on behalf of the two

Member States of the Belgo-Luxembourg Economic Union.

Los 1o 77, 21 liay 1964, p. 1206/64.
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A member of the Commission shall take part in the proceedings of the

Board of Governors. He may appoint an alternate,
Article 2

The Board of Governors shall, in order to achieve the aims of the Fund,
act in accordance with the general ecomomic policy guidelines drawn up
under the Preaty by the Council and in accordance with such directives as

the Council may adopt acting unanimously on a proposal from the Cdmmission.

On 30 June and 31 December of each year, the Board of Governors shall draw

up & report on its activities for submission to the Council and the Commissicrs
Article 3

The Board of Governors, shall represemt the Fund. It shall decide on the
organization of the Fund, the powers which will be delegated and who may

commit the Fund vis-d-vis third parties.

The Board of Governors shall appoint a Director-General who shall organize

the services of the Institution.

The Director—General shall be responsible for the day~to—~day administration
of the Fand and shall be empowered to represent the Fund vis-g-vis third

parties within the limits of his responsibilities,

The Director-General shall participate, in a comsultative capacity, in the
sessions of the Board of Governors of the Fund. He shall take the chair at
meetings of the Standing Committee referred to in Article 4 belowe

The Board of Governors may delegate to an agemt the responsibility for the

execution of technical aspects of the Pund's operationse
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Article 4

A Standing Committee of the Fund is hereby set up, its members being appointed
by the Board of Governors, one from each Central Bark and one of Luxembourg
nationality. The Commission shall appoint a representative to the Commitiee.
The Committee members shall be persons having high-level monetary-policy
responsibilities. The Committee shall act under the authority of the Board
of Governors of the Fund., The Committee shall meet at least once a week at
the place of work of the Fund . '

The Board of Governors may delegate all or part of its authority to the
Standing Committee on terms which it shall itself determine.

The Standing Committee shall:

(i) organize the concerted action necessary for the proper functioning of
the exchange system instituted in the Community;

(ii) ensure regular prior consultation between the Central Banks of the
Member States concerning monetary and credit policy, in particular
as regards bank liquidity trends, credit distribution and interest

rates.

(iii) put to the Board of Governors any suggestion or proposal which it
consider useful as regards guidelines for monetary and credit policy
and policy on the management of the exchange markets, in particular
where national measures are likely 1o give rise to difficulties in

other Member States of the Community.

1 s s . c o
See the Decision of the Representatives of the llember States on the provisional

location of the Furopean lionetary Cooperation Fund, 27 July 1973.
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Article 5

The Fund shall have a capital of 500 million E.M.U.A. This capital shall
consist of a contribution from each of the Central Banks in its national

currency, distributed on the following scale:

Bundesbank 22.02 % i.e. 110.1 million E.M.U.A.
Bank of England 22,02 % i.e. 11041 " "
Banque de France 22,02 % i.e. 110.1 " "o
Banca dtItalia 14.68 % i.e. T3.4 " "
Banque Yationale

de Belgique 7.34 % i.e.  36.7 " n
Nederlandsche Bank T.34 % i.e.  36.7 " "
Danmarks National

Bank 3.3 % i.e. 16.5 " "
Central Bank of

Ireland 1.28 % i.e. 6.4 " "

An initial tranche of 50 million E.M.U.A. shall be made available on
1 January 1974. Thereafter the Board of Governors shall call up further

tranches as the Funds operations expand.

Income from paid-up capital shall be used to cover the Funds operating

expenditure.
Article 6

The Fundt!s operations in the currencies of the Member States shall be expressed
in a Buropean monetary unit of account of a value of 0.888567088 grammes of

fine gold.

When 211 the Nember States alter the parity or the central rate of their
currency simultaneously in the same direction, the value of the unit of

account shall be changed auntomatically:

—~ where the parities change in the same proportion: in the same direction
and by the same proportion as the er~~ag in parities or in the central

rates;
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" . where the parities change in different proportions: in the same direction

" as the change and in the same proportion as the samllest change in parity or

* central rate, unless the Council decided on a larger change. In such a case

" the Council shall act within three days from that of the official anmnouncement
" by the first Member State to change the parity or central rate of its currency,
" and in accordance with the procedure laid down in the fourth paragraph of

" this Article.

#8imultaneous® changes shall mean changes in the parity or centralvrate of
" the currencies of the Member States made within the three-day period referred
" to above.

BAny other changes in the value of the unit of account shall be decided on
" by the Council, acting unanimously on a proposal from the Commission aftier
" consulting the Monetary Committee and the Board of Governors of the Fund.

Article 7

" In each of the Member States the Fund shall enjoy the most extensive

" legal capacity accorded to legal persons under their laws. It may in

" particular acquire or dispose of moveable or immovable property, open

" accounts and conclude agreements with the Central Banks of the Member

" States of the Community, receivevand grant credit,; invest the funds for
whose management it is responsible, recruit persomnel and may be a party

" t¢ legal proceedings.

Article 8

" The Protocol on the Privileges and Immunities of the European Communities
" shall apply to the Fund, the Board of Governors and the persomnel of the
" Fund.

ézticle 2

" The obligation of professional secrecy contained in Article 214 of the
¥ Treaty shall apply to the members of the Board of Governors; the member of

the Commission
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# gittine on the Board and his alternate, ond to ony other nersom engered
" in the activities of the Fund,

"

"

" In the coge of non—controetnel lizbility, the provisions of Artiele 215
" of the Treatr gholl ronly to domnre or loss esused by

" gervonts in the merformence of their duties.

”
" Artinrle 11
1

" Thoan rules of nrocedure chall recuire the wnanimovs aporovel of the
" Commeil, given after consultings the Commission.!

Artinle 2

o S it Pl

Articles 5 znd 6 of Remulation (ESC) No 907/72 become Articles 8 and 9.

This remlation shall enter into force oMesessos

This Rersul~tion shall be hinding in its entiretr =nd directly ammliccble

in 211 Member States.

Done at Brussels,



DRAFT

DECISION SETTING UP AN ECONGMIC POLICY COMMITTEE

(submitted by the Commission to the Council)



DRAFT

DECISION SETTING UP AN ECONQMIC POLICY COLFAITTEGD

Explanstory Hemorandun

In the draft Council decision concerning the achievement of a high degree
of convergence of the economic policies pursued by the Member States of

the EEC, the Commission proposed the institution, at the coordinating groun
on short-term economic policies, of a system of permanent consultatidn, and
the setting up of a standing commitiee of the Furopean Monetary Cooperation
Fund, while maintaining the Monetary Committee's own responsibilities
concerning prior consultations on changes in exchange rate relationships
and the conditions in which these relationships are established, and on
the grant of the credits available under the Community's exchange rate

systen.

The Commission proposes that the prior consultation tasks assigned to the
Budgetary Policy Committee, the Shori~term Economic Policy Committee and
the Medium—ierm Economic Policy Committee under the Council Decision of
17 July 1969, supplemented by the Decision of 16 February 1970, should be
eliminated, thereby giving these Committees the possibility of being more
efficient in their role as instruments for reflection and the study of
Community problems and as consultative bodies capable of delivering

technical Opinions on specific problems.

However, the responsibilities of these Committees have been seen to overlap,
which in the past often made it necessary to convene them simultaneously

for Opinions on the same subjecis. Por the purpose of avoiding these drawbacks,
the Commission proposes in this Draft Decision that the threes Committees in

question should be merged into a single Economic Policy Committee.

Provision is made for this Committee to be able to meet in full session,
meaning attendance of four members from each Member State and the Commission,
when it is to discuss matters of a general nature relating both to the figld
of budgetary and short—term economic policy and to the field of sitructural

problems or problems comnected with the medium~term programmes.
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However, where it is a mattcr of discussing a svecific problem felliis
into only one of the fields mentioned, the Committee would meet in
restricted session, the presence in each delegation of the single compeient
member being considered to be sufficient.

In the Commission's view this rcorganization of the Committees should zz'ae
it possible to reducec the number of meetings while improving efficienc

as compared with the present situation.
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The Council of the European Communities,

Having regard to the Treaty establishing the Buronean Economic Community,

and in particular Article 145 thereof;
Having regard to the draft presented by the Commission;

Whereas coordination of short-—term economic policies must take account of

the jointly defined medium-term economic objectives;
Whereas budgetary policy must fit into the context of general economic pollcr:

Whereas the existence of threc separate Committees operating in the ficld
of general economic policy is therefore prejudicial to the efficient
coordination of economic policies and has often led o overlapping of

responsibilities and duplication of work;

Whereas it is therefore neccssary to merge the activities of the Short~ierr
Economic Policy Committee, the Budgetary Policy Committee and the Medium—

term Beonomic Policy Committee into a single Economic Policy Committee;
HAS DECIDED AS FOLLOWS:

Artiole_1

To promote coordination of Member States? shorte and mediur~term economic
policies an Economic Policy Committce, hereinafter called the "Committce?,

is hereby set up.

Article 2

The Committee shall exercise all the functions hitherto assigned to the
Short~term Economic Policy Committee set up by the Council Decision of
9 ¥March 1960, the Budgetary Policy Committce set up by the Council Decision
of 8 lMay 1964, and the Medium—term Feonomic Policy Commitice set up by

the Council Decision of 15 April 1964. The Committee shall, in nparticuior
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~ assist in coordinating general economic policies and especizlly in
holding the consultations between FHember States and the Commission
provided for under Article 103 of the Treaty,

-~ examine and compare Member States! budgetary policies and the way they
are being implemented, ‘

- prepare, in the light of all available information, the preliminary draf

ot

[aY

of the medium-term economic policy programme provided for under Article
of the Council Decision of ...,

—~ keep under review the medium~term economic policies of the Meﬁber States
and examine whether they are compatible with the above programme,

- analyse the development of the economies in order to discover the reasons

for any divergence from the programme.
Article 3

The Committee shall consist of four representatives of the Commission and
four representatives of each Member State. The members of the Committee
appointed by the Member States shall be selected from among persons who in
their countries participate in the formulation of short—~ and medium—term

policy.
Article 4

The Opinion of the Committee may be obtained by the Council or by the
Commission. Moreover, the Committee may, on its own initiative, deliver
Opinions or present reports whenever it considers this necesszry for the

proper fulfilment of its task.
Article 5

The Committee may meet in restricied session, that is with only one member
from each delegation present, for the purpose of dealing with specific
problems in the fields of short—term economic policy, budgetary policy and

medium~term economic policy.
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Article §

Proceedings of the Commitice in full session shall be valid only if attended
by at least one half of its members plus onc member and by at least one
menmber per delegation. When the Committece meets in restricted session, its
proceelings shall be valid only if each delegation is represented by ons

member.
Article 7

The Committee shall elect its officers, consisting of one chairman and
three vice~chairmen, for a non-renewable term of two years beginning on

1 January 1974. It shall adopt its own rules of procedure.
Secretarial services shall be provided for the Committee by the Commission.
Article 8

The following are repealed:

(a) the Council Decision of 9 March 1960 on coordination of the conjunctural

policies of the Member States1,

(b) Council Decision No 64/247/EEC of 15 April 1964 setting up a ledium~term
Economic Policy Committee2,

(¢) Council Decision No 64/299/EEC of 8 May 1964 on cooperation between the
competent government depariments of Member States in the field of

budgetary policy3.
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