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ECONOMIC
AND MONETARY
UNION

Europe

on the move
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| Economic and monetary union implies complete

. freedom of movement for persons, goods, services

- and capital throughout the Community, irrevocably

- fixed exchange rates between the national curren-

~ cies of the 12 Member States and, lastly, a single
~ currency — the ecu.

In order to achieve this degree of union, a certain
number of requirements must first be met. Economic
policies in all Member States must be compatible
and, in particular, national fiscal policies must
display a large measure of consistency. A single
monetary policy is also an essential component of
economic and monetary union.

‘The only guarantee
there will be of a
parallel between

economic policy
and monetary policy
is a political union.’

Jacques Delors,
President of the
Commission
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Yes, we have fo have
transfers of sovereignty
to achieve economic
and monetary union.
Why deny ite’

Jacques Delors,
President of the
Commission
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WHY AN
ECONOMIC AND
MONETARY
UNION?

Completion of the single market at the
end of 1992 will link Member States’
economies much more closely, reduc-
ing their room for manoeuvre on policy.
At the same time, it will amplify the
cross-border effects of decisions and
developments originating in  each
Member State.

The Member States have taken steps o
bring about closer convergence of
their economies on the basis of recom-
mendations issued regularly by their

Fincgnce  Ministers.  Nevertheless,
divergences remain which must be nar-
rowed. Only increased economic con-
vergence can guarantee complete
freedom of movement of capital on a
permanent basis and can pave the
way for integrated financial markets in

The Image Bank, Francesco Ruggeri

which barriers and sources of disrup-
tion will have been eliminated.

It is therefore essential fo ensure as of
now tghter and more efficient coor-
dination of monetary, fiscal and
budgetary policies,

In addition to the benefits accruing
from the moves to establish a Com-
munity-wide market, economic and
monetary union will afford many ad-
vantages. Simply moving fo a situation
in which the exchange rates of
Member States’ currencies were per-
manently fixed would yield the follow-
ing benefits:

{1} Reducing the uncertainties and risks
due to currency fluctuations will
stimulate industrial and commercial in-
vestment, economic growth, company
profitability, and employment;

(ii) Economic and monetary union will
increase price stability, particularly for
those who currently benefit least;

(iii) There will be inferest-rate cuts in
several counfries, and this should
reduce the cost of servicing the public
debf;

(iv) Employment, which is already
responding to improved growth pros-
pects, will receive a boost from
regional and structural policies and,
ultimately, from the adjustiments that
will have taken place. Furthermore,
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