COMMISSION OF THE EUROPEAN COMMUNITIES

COM(80) 101 final

Brussels, 5" March 1980

IMPROVEMENT OF THE COORDINATION OF ECONOMIC POLICIES

( Commission Communication to the Council)

COM(80) 101 final




COMMISSION OF THE EUROPEAN COMMUNITIES

COM(80) 101 final/2

Brussels, 17" March 1980

IMPROVEMENT OF THE COORDINATION OF ECONOMIC POLICIES

{ Commission Communication to the Council)

COM(80) 101 final/2



v e

P. 2 II. Thé required'improveméntsJ

~ the first indent (p.3) should be replaced by the following :

~ actions to échieVe/mUGhvmbné sys:EMatié consultation in order to Lay
down thelbréad‘tihes of‘éébnomiC'and monetary policy and at the time
of any s1gn1f1cant change made to these policies in a Member State,
in accordance wzth the Councwl Dec1s1on of 18 February 1974, which
provides that "stand1ng consuttat1ons shall take place on the general
economic policy measures envisaged by the Member States and on their
conformity unth}the;economickpot1cy guideLwnes Laid down by the Council',
and that these censutfations shall fake place prior to the adoption
of the measures concerned. In add1t1on, the decision invites the central !‘
banks to promote, with1n the framework of the Council Decision of .
22 March, 19?1, thegcont1nual co~ord1natnon of their monetary policies.

This will make 1t poss1bte to take - greater account of the implications
of the def1nit1on of and changes in poL1c1es for the economies of the
partner cOuntr1es and so that the means of 1mptement1ng the policy may -
be chosen in the best 1nterest of the Ccmmun1ty,
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. IMPROVEMENT OF THE CO-ORDINATION OF ECONOMIC POLICIES

-~ (Commission Communication to the Council)

N

‘ fTerms of reference.

On 18 - June 1979 the Counc1t caLLed on the Comm1sswon to prepare
o concrete prcposats for- strenghtenwng the coord1nat1on of economic M5L‘
i‘pot1c1es, accOunt beang taken of the 1nst1tutwonal constra1nts exast1ng
“1n the Member States and of the role of the var1ous cOmmun1ty bodves
W\concerned.»‘ S /‘7"-~we '

' On the bas1s of eartwer work by the Comm1ss1on (1), the Council
:agreed that cons1derat1on should be ngen in partwcular to the

N

followvng p01nts S :;f ; e

~.

. . ]
- . s [ R ~

Improved consuttatwon npt onty on the f1x1ng of. ob)ect1ves and the
- definition of the ma1n Lines of economwc and monetary policies but , A
Valso in'the case of swgn1f1cant adJustment dur1ng the . per1od, partwcu-;vsf"
larly if it is Laable to affect the work1ng of the EurOpean ‘

’ wMonetary System. ’ '_;

R

'A rev1sed general structure of”the reguLar three—twmes-a-year cycle o
of coordwnatvon acf1v1ty, requ1r1ng a much more clear-cut resoLve
\Von the part of Member States to part1c1pate more fuLLy in th1s

B

,framework, and so to nge it a more operat1onal and twghtLy ccncerted
‘content. A L ) o

B

v / N
seoofl nae

(1) In partucular the communtcation of 11 OctoUer 1977 on improving coor-'
-.-.dination of the national economic policies, the communication of. 17 -
n November 197? on the prospect of economic and monetary union,. the,

~Maction prOQramme for 1978" of 14 February 1978 and the communication -

of 7 June: 1979 on the strengthenwng of the ccord1natwon of econom1c
‘poLicies. = .




3. Some fur_hef_g
- .,twmetables.i'

the proper functaonwng of the EMS.'
/

ctoser co-ord1nat1on depends ma1nly cn the polwtwcat w1lt to mak_

: mare effective use of ex13t1ng procedures. . ’;'ak SRR . k'\>7_35f17j

=, \ p | N 2 .
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The Camm1sswon wouLd recaLL, an th1s conpect1on,/the procedure
{doun in particutar by the ¢ unc1t 0ec151on on tha attawnment of afh1g
'af convergence of the econ0m1c potwc1es of the Member States, the Counc,tf
“fbec1s1ons on. co-operatvon between~tne central banks -and co*operatao' 2t
\Member States 1n the f1eLd of 1nternat1onat monetary reLatwons,»




The 7mprovements requ1red 0 ;the po1nts 1nd1cated by the COunctt';‘
Ao can be grouped 1nt0~three mazn categorxes of act1on :

.

1— actwons to ach1eve much more systematwc consuLtat1on 1n order to. Lay

| doun the broad t1nes of. econom1c and monetary poLwcy and at the time v
of any s1gn1f1cant change made to theSe poL1c1es in a Member State, - “fff;n

Lin accordance wwth the CounciL Dec1s1on of 18 February 1974, which: providesi
Gfor permanent consuLtat1ons on. the generat economwc pot1cy measures

envwsaged by the Member States and. on the1r conformvty w1th the econom1c ;Q;?
*pol1cy gu1det1nes Lawd down by the Counc1L and wh1ch 1nv1tes the central
- banks to promote, w1th1n the framework of the Counch Decision of 22 March
7,1971, the cont1nual co-ord1natzon of tﬁewr monetary pol1cies._

v;Thus w1lt make 1t posswbte to take greater account of the 1mpL1cat1ons
'u,of the def1n1t1on of and changes in policies for the economies of ‘the

partner countr1es and so that the- means of 1mpLement1ng the poL1cy may
be chosen in the best 1nterests of the Commun1ty,

}actwons to 1mprove “the pract1ce of cont1nuous revwew, so. that the ‘
imacro-econom1c guwdelanes and the 1nstrumental poL1c1es of the member}l
ecOuntrwes gan- be. drawn up and’ 1mplemented more. coherentty, andkso that

ST

' concerted ‘action can be fulLy,and permanentty significant;’ "gf" %
- actwons ‘to contrﬁbute to harmon1zwng 1nstruments and to. the
.'convergence of structures, fwrst, the 1nformat1on and the techn1cal

.basis under(y1ng the coordwnatvon of economwc polac1es at Commun1ty
d>LeveL must be improved, j.e. graduatly made more comprehens1ve, more
*,homogeneous and more precxse.: The med1um-term coherence of varxous -
‘structuraL poL1c1es and sectoraL act1ons to. encourage convergence betweeni

- the European economwes should aiso be re-examﬁned o ,{Li;_'




4;':shoutd be reassessed in the nght of the neu requarménts det pine
"ﬂby the operatzan of the EMS, $0- as’ to 1dent1fy the assumptaons and

41nstruments underly1ng the def1n1t1on and- quantutat1ve expresswon
L of 1atermedaate ob;ect1ves. 5,;1~}'a¢¢;W »'f ~gf'x,ﬁﬁ;;,":f ;~,7> 7

Lank1ng monetary var1abtes and macro-economtc aggregates farj
are necessary. Thvs means, among other th1ngs, that the Member
to synchrnn1ze the adopt:on of 1ntermed1ate‘monetary object1ves and
def1n?t1on of the mazn lanes of econommc and budgetary potwcy.ﬁrﬁ‘»

S - )

These developments shouLd be :ntroduced on an exper1mentai bas:s‘at f1rst'

3




- arrangements for consultatxons, in the c1rcumstances descr1bed
betow, (Council bccis1oni of 22 March 1971, and 18 February 1974);

My e -

- the métn lioes end‘the schedu{e of work for improving the cohéeotuat

e bas1s of monetary coordinatwon, part1cularly in _the workwng °arty T

on the Harmon1sat1on of Monetary POL1cy Instruments,- 1n cooperatIQn

,,uwth the reduced "budgets" composwt1on of the Economzc PoL1cy Comm1ttee,?
] ‘ and wwth its Working Party on. Pubtvc Finance, for such .matters as
o ::',t ‘ 'flowiof funds analysis and the,quancwng‘ offbudget deficits,

&

The coordinatioo of~short*‘erm poticies‘

a) The Member States wwLL ‘have to contr1bute more to 1mprov1ng the 1nformatwon»'

drawn up for the Counc1L meet1ngs held three twmes a year to consider

s : the econom1c s1tuat1on 1n the COmmun1ty.

3*f, r‘,/ Thws means that they: must 3

- see to it that the exogenousvhypotheeee adopted during the three
stages of preparing economic budgets are’harmonizedkon'the'BaSis of‘
" work by the COmm1ss1on (hypotheses concernwng ‘the real growth of uorLd
| trade, the trend of raw materal pr1ces -and- so on);

" Z
N

(- r1gorously respect the deadlwnes for not1f1catwon of revwsed natwonat

" macro-economic forecasts,drawn up accord1ng to.a joint framework and

Jownt cr1ter1a. SR SN L

.

b) The common adoption of mutually,consisteot_annUaL macro-economic
objectives for each’country combatible'with'medium—term economic
S :f;' policy guidelines, would contrubute greatly tp the coord1nat10n

of economwc pot1c1es and the " convergence of resutts. In part1cuLar,

'1t uouLd provwde a framework for’ defwnwng adJustabLe and coherent

+

1ntermed1ate ob;ect1ves for - economuc ‘and monetarykpolwc1es.

«Tbe Coordination group is the centre of d1s;u551on about maJor changes;
in macro—economwc policy, and. the centre of management for concerted
;"actvon, it is therefore fequared,to fotlow the 1mptementatwon of

atwonat oiﬁcaes cLogety, and to ensure contnnuous asseSSment of

e g

any d1vergenfe frow\v*

[

- A.f RS

;aid doun at Communaty LeveL.

; o
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[N Perfect1ng 1nstruments and structurat convergence

;l“*_}»_ a) Closer aL1gnment
o it would make for 1mpr0ved synchronization of certa1n econemic and

: of budgetary pol1cy ttmétabtes - desmrable 1n that

"monetary potwcy dec1swons taken by Member States - does, none the less,» .
fpresent SOme Member States wtth 1nst1tut1onat probLems.f These probiems ’
‘F_a!\fshould be studxed cLoseLy so that poss1ble soLut1ons may be suggested. :,;f

P

’i’p)‘Member States have agreed to extend the f1eld of apptwcatxon off
; fbudgetary guwdet1nes, on an: exper1mental basns, to the level of‘
"r?‘f‘ general government. Work: is 1n hand to extend these gu1det1nes
3‘to public enterpr1ses as well, so as- to cover the entvre pubtlcuf

,SECtOP.

e

e) The consoLwdation of the EMS,at a time when ecoaomwc structures and .
SQ; behavwour patterns are chang:ng,requ1res tbat cqrta1n 39 ducations of
the mwcro*economwc 1mpl1cataons of. short-term pQL1C1€S sheutd b ,
. consudered when these p0L1c1es are d1scussed the Labour market, the
‘l4; structural causes of 1nftatwon, taxation, soc1a& ‘rules and. regutatwons,

and $0 on. These questtons need to be studwed 1n greater depth. -

P

d) The revwsed approach to med1um—term poL1cy questwons should
' resuLt in- the framing of a medwum~term economic polucy programme that
}nctudes more specwfwc ob;ectwves in d1fferent key areas, the a1m bevng

to achieve max1mum generaL cons1stency and to bring behavwour patterﬁs

4 R . i

graduatly closer together. e e S

¢ - N ) .

The macro-economwc ob;ect1ves that are stwtt requ1red wwLL cont1nue

ta be put foruard, but they shoutd be‘accompanted by a concrete def1n1t1on”
of the mawn poLtcy t1nes to be foLLOwed at’ both natnonat and Communtty 5‘7;

teveL

e

The EconOmac Pcl1cy COmm1ttee has a crucnal role to ptay in aLL these~’
' ,areas, both 1n assess1ng probLems and defwnmng means- -to overcome them.4A e
The COmm1ssxon witl take the necessary steps in the tught of the Econ0m1c.ﬂ

Pol1cy COmmuttee s op1n1ons. b R I I ,irfi

-
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_iﬁ III 0perat1ng‘procedures of the Commun1ty bod1es concerned j'<%.f“’

-

. There are four Commun1ty bodves concerned

PR

':V- the COmm1ttee of 60vernors (wwth the European Monetary Cooperatvon
Fund, whose 1nst1tut1onat funct1oning is not discussed here);

f‘the,MonetaryvCommittee;

Pl
w

‘= the- Coordiration Group on Short-Term Economic and Financial ?olicies;

—_ o . . ,

f\ihe?EconOmic’PoLicy'Committee.k' R ' e L
'The naxure and responswbvlwtves of these bodies are defined 1n the texts
uh1ch set them up “and wh1ch govern their funct1on1ng.. The1r essential
respons1b1t1t1es are def1ned below, and a number of 1mprovements suggested

with a vwew to 1ncreaswng their contribution to the smooth uork1ng of. the
“EMS, o N - ’

"1, Committee of Governors and Monetary Committee
The Commiftee of Governors and the Monetary Commitcee'are, in a

comptementary way, respons1ble for concertat1on w1th1n the EMS, in

part1cutar as regards the nat1onal measures which m1ght affect 1ts

/functxon1ng. “The d1str1but\on~of respons1bil1t1es between these two
bod1es shoutd remain unchanged. :

-
- B

Besides its excLus1ve responswbwl1ty for 1nterventmon pol1¢y,fthek
'.Commvttee of Governors has, eSpec1aLLy in eonnect1on uuth the functwon1ng
\rof the EMS, since March 1979 been studyvng 1n depth domestic monetary trends,
: reLat1ons w1th third currenc1es, the arrangements to be applied in the case
’ of pers1stent d1vergencevof a part1cular currency, and the development of the
.EMS.7 There is no need to change estt1ng procedures, but recent practaces

‘fishouLd be reinforced and made more efficient. = - o

B P TS S




«?”-‘e The Monetary' Commwttee should contwnue to exerc1se responsib1t1ty

',]'as at. present. ‘ In the event of a currency s persmstent dvvergence (po1nt
i»3.6 of the Resotut1on of the European Councit of S December 1978)(1), and )
ffwhen the 1ssues exam}ned go beyond the responsibilities of another commwttee,;j
'thhe Monetary Commwttee 1s responswbte for the consuttatwons to be held prfor
fto the adoptwon of changes in centrat rates. \

~

: Thxe work of the Monetary Commvttee wvlt obvwously have to be
l}confwdentiat, rap1d and carried out at a suff1ciently h1gh LeveL of
4-respons1bil1ty.

]

- T e

\(1) “According to- p01nt 3 6 of the Resotut1on of the EurOpean
Louncil of 5 December 1978 .

o i N

"when a currency crosses its ’threshotd of divergence', th1s S Tfe‘
Hr:results in a: presumpt.on that the author1t1es concerned w1tl
o correct this situation by adequate measures, nameLy :

“Ca) dxvers1f1ed 1ntervent1on, :
(b) measures of domestic monetary polwcy,
€ed changes in central rates;-

.
A other measures of economi¢ policy. :

e
In case such measures, ‘on account of Specwat cwrcumstances, are not

. taken, the reasons for this shall be given to the other_author1t1es,  >ji>
- especially in the 'concertaion between central banks'. . S

.IcOnsultat1ons witl, if necessary, then ‘take place in the appropr1ate ‘,*;Wf~
: Commun1ty bodwes, 1ncLud1ng the Counc1L of M%nisters.? L .-,j";:

oy
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;2; cOord1nat10n Gr g

With a v1eu to promotwng effect:ve convergence of . the econom1es,

" the Coord1natxon Group has been entrusted with the task of keeping under -

~"reguLar review the conformity of Member States' economic potic1es with thc f*\19
- gnxdet1nes laid down by the CounciL, and of the prior d1scusswon of econo-“

A

V,mwc potvcy devvatwons from the guvdel1nes, espeqvaLLy where these dev1ataons
:mwght have repercusszons for other Member Statesﬂ If a Member State about

to take such a dec1s1on does not seek consuttat1qn, the Comm1ss1on may 1nform

the cha1rman, who may then convene an ad hoc meetwng ‘either at the, request o
of the Comm1ssaon or at the request of another Mgmber State.

,G »77", |
1f the Coordwnat1on Group 1s to pLay a more actave rote, its opera-

’t1onaL procedures above all need to be 1mproved.«Representat1on on- the Group

~will have to be excLus1veLy conf1ned to one fuLL member and to another ’; 'j'%

senior official, wno couLd poss1bly ass1st or rep{ace h1m when necessary, wtth
both: be1ng chosen for the’ cLose Lanks they enjoy wwth the competent author1t1es.\
"An exception couLd be made for the off1ce of chaurman, which, because of the

'wspecwal role it pLays, mvght have jts representat1on enLarged. Appovntment

of the full member and h1s aLternate would have to take account of the possvbte~

need, to attend meettngs at short notice. In th1s same sp1r1t, steps uwll need

to ‘be taken to ensure that, when- these ad;ustements are made, all Member States
are represented at the appropr1ate LeveL o




}.,ECOndmic Policy Committee

The Economic Policy Committee is. consulted on tﬁe‘general ﬁﬁhes’;/‘
. of 1ntended econoriic policies; it ass1sts the Commission with the .
~techn1cal analyses that the Latter carr1es Out before draw1ng up the 3,j‘fff}YA
["economic pol1cy guidelines it is. requ1red to propose to the Council .
.’fpursuant to the Decvsvon of 18 February 1974. b
. i -The - requ1remen§.of convergence,\Jnseparath‘from the durab1lrty
of the EMS, means. that the Commwttee must the maJor short-term econom1c

'probtems examine in greater deta1L, s0 that 1t is better able to Lay down
_ the" poLxcy measures necessary. The COmmxttee must atso,develop the anatysws

of the main ‘sectoral or mwcrb-economwc probtems wh1ch, 1ncreas1ngly, must be

taken’wnto conswderatwon for the 1mpLementat1on of short—term pol1c1és..-a
ii/: = ; The Economac«Polwcy Commwttee must, moreover, more carefutly
fl monxter “the observance of the guwdetanes laid doun, espec1atiy budgetary;fi:ﬂ,
gu1det1aes. it wwtt also need to loook 1nto the rote performed by the r7ﬂ'7‘

COmmun1ty budget ‘in relatwon to overalt economwc and budgetary pot1c1es.3i'"'

. B . . B . : : / Iy
“The maJOT structurat ‘problems facwng the Commun1ty (energy,=,¢i;;,“
product1v1ty, 1nternat1onat d1v151on of Labour) should atso be exam1ned
in depth by the cOmmattee ; in partacutar, it wwLL need to step up itd

’

work in the med1um-term fzeLd notabLy as part of the preparatmon for the
preLxm1nary draft of the meg\ um—-term economic policy pnogramme.ln order 10
eosure that the techn1cat d1scussvons held in thvs~connectwon by the ,1;:*”'

Econom1c PoLxcy CQmmxttee and the Comm1551on receive guadance and support

at poL1t1caL Level, the C0unc1t could undertake to examine medwum-termt‘
- probtems ‘at regular 1nterVaLs, €.g. at Least once a year.\ The Comm1ttee’
5 u‘L;;::? would, 1n thus way, prov1de the forum for senior off1c1als that uputd

’g!’_v  _,‘make preparat1ans for. the Councal s deLzberatzona or decuswons in- these

matters. B I N I RS i '9;"‘ ;

. . ) A . ‘ ‘ \_ . : sy ’ Y L ~»~“ - : >-~’\7, ’ ‘

Regula{ attendance by the members woutd 1mprove the Commxttee‘sg'
abal1ty to perferm 1ts tasks. . 0 SR e
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FvnaL remarks

-

The above euidelines for the divis1on and coordination of the res* -
ponsvb1L1t1es of the d\fferent COmmunmty b0d1es are 1nd1cative in nature and
\vghould rema1n qu1te flewate. Changes could be proposed in the L1ght of
’experwence, part1cularty at the half-yearty meetings between the \
e'cOmm1sswoner responswbke for Economtc and F1nanc1al Affairs and. the

chairmen of the different comm1ttees and the Coordwnat\on Group..

¢

’ However, the Counc1L is now caLLed upon to g1ve “its agreement 1n
'prwne1pte to- these guideltnes, so that ‘the .various bod1es concerned can

take apprOpr1ate action and, where necessary, adapt the1r rules of procedure;”

In concLus1on, the Comm1551on would stress that the 1mprovement of

uork1ng methods. cannot take the pLace of the w1LL to 1ntroduce real content 1nto
coordrnat1on. '

Lt

N1th the econom1c d1ff1cutt1es fac1ng the Communtty, the contribution
‘of the coord1nataon of’ economwc poL1c1es is of ‘prime importance : it 1ncreases

each country's room for manoeuvre, and thus makes it poss1bLe to enhance the

interdependent economic unwt which the cOmmunity has become, and to strengthen
its cohesion. R - . e




