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Europe will be made by its currency or it will not be made at all
Jacques Rueff
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PReFACe

bY THe PreSIDeNT OF THe eurOPeAN PArlIAMeNT

PReFACe
by the President of the European Parliament

The euro has now been in circulation for a decade, and the single european currency 
is having a difficult time, facing the challenges of the financial crisis in some Member 
States. Some political and financial figures and some economists have suggested that 
certain Member States might leave the euro, or even that the common currency might 
be abandoned altogether.
luckily, other political figures, including preeminent heads of government, have 
confirmed, when speaking in the relevant institutional fora, that it is a major priority of 
the european union and all Member States to keep the single currency, which is now an 
essential part of the european project.
This issue of the Cardoc Series, with which the european Parliament is celebrating the tenth 
anniversary, illustrates the underlying justifications for the euro and the story of its creation. 
It was a long and difficult story, linked to european and global monetary developments. They 
justify the existence of the euro not only as a step towards european integration, but also as 
an element of stability in the international monetary system. even in the current situation, for 
certain Member States in particular, the euro acts as a buffer. What situation would we be in 
today if each Member State had to defend its national currency against turbulence by itself?
This fact should make those who would like to strike up the euro’s funeral lament think 
again. It should convince everyone that we absolutely need a strong stability pact and 
robust financial and decision-making procedures. As this document demonstrates, these are 
fundamental elements in the euro’s conception. In this context, writing the principle of the 
balanced budget into national constitutions is a very important step. In addition to creating 
legal limits to deficits and public debt, this will increase the credibility of the monetary union 
on the financial markets.
The single currency is an essential part of the european project. Without it, the european 
union would have no future. The statement by a 1950s economist whose words are quoted in 
this document remains valid today: ‘l’Europe se fera par la monnaie ou ne se fera pas’. This is why 
everyone’s contribution is needed to face the current crisis. We are convinced that the euro is 
a common achievement and that, once the crisis is over, it will again encourage development 
in the european union and its Member States. The european Parliament has always been 
conscious of the responsibility which a common currency entails, and is now willing to assume 
greater responsibility in order to restore public confidence in the euro.
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PReFACe

bY THe CHAIr OF THe COMMITTee ON eCONOMIC AND MONeTArY AFFAIrS

PReFACe
by the Chair of the Committee on Economic and Monetary Affairs

by bringing out this issue of the Cardoc Series on the euro, the european Parliament is 
celebrating the anniversary of the first issue of banknotes and coins on 1 January 2002, 
after a long period of preparations which, as this document shows, began well before 
the Treaty of Maastricht and the economic and Monetary union for which that treaty 
provides.
The idea of a single currency was born in the early years of the Communities’ history, 
when only the european Coal and Steel Community existed. For many years, the idea 
existed only in the hopes of the most fervent europeans. Nevertheless, it soon became 
clear that the alignment of monetary policies was a fundamental requirement for 
the common market, in order to ensure stable exchange rates, to avoid the perceived 
distortions of competition which exchange rate fluctuations bring about, and to ensure 
that Community contributions had the same value in real terms in all Member States. In 
this respect, it should be noted that it was the agricultural sector which most urgently 
needed instruments to compensate for exchange rate fluctuations.
However, there were always considerable difficulties and opposition which obstructed 
the integration of monetary policies and the creation of a single currency. The traumatic 
outcome of the 1970 Werner Plan is an example of this. The plan laid out the way 
towards, and the structure for, economic and monetary union, but was struck down 
by the 1971 monetary crisis caused by American decisions on the convertibility of the 
dollar. Only thirty years later were we to implement an economic and monetary union 
along the same lines.
This is not the place to review the first decade of the euro’s existence – thirteen years if 
you count the three years when the euro did not exist in physical form, but only for the 
purposes of accounting, financial transactions and payments. What should be noted 
is that, despite the ordeals it is going through because of the sovereign debt crisis, the 
euro is the second most important reserve currency in the world. It is thus a player 
in international economic and financial life and also the most tangible symbol of the 
european union.
I hope that this document will provide useful information to those who wish to weigh 
up the advantages the euro has brought – not only in monetary terms, but also in terms 
of economic stability in the european union and beyond.
This document also highlights the role of the european Parliament in bringing about 
monetary integration. Its role was to act as a stimulant. The euro was always widely 
supported across the Chamber, with divergences of opinion on the details, but this 
role has not always been sufficiently taken into account in economic texts on the single 
european currency.

February 2012
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FoReWoRD

FOREWORD

In keeping with its vocation as a european Parliament publication, this study is based 
mainly on parliamentary sources, resolutions and parliamentary debates published 
in the Official Journal, and the parliamentary reports and minutes of the economic 
and Monetary Committee, which can be consulted at the Archive and Documentation 
Centre (CArDOC) in luxembourg.
The document has six chapters, the first five of which illustrate chronologically the 
development of monetary integration, whilst the last, though it looks at the historical 
aftermath of the previous chapter, attempts to identify the practical aspects of a 
supranational currency, including by looking at the ecu.
The document is completed by an appendix, Greece’s entry into the euro 1998-2001, which 
discusses the first membership of the euro and offers points for reflection on the current 
situation.
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CHAPTeR I

FrOM breTTON WOODS TO THe WerNer PlAN (1944-1970)

CHAPTeR I
FRoM BReTTon WooDS To THe WeRneR PlAn (1944-1970)

1. From the Bretton Woods Agreements to the european Monetary Agreement
The 1944 bretton Woods Agreements, which entered into force in 1946, were the first 
multilateral attempt to prevent the combined mechanisms of national exchange rate 
control and trade barriers, blamed for the Great Depression of the 1930s, from having 
the same terrible consequences again in future. The bretton Woods Agreements set up a 
system of rules and procedures governing international monetary policy based on a gold 
standard, and it included fixed exchange rates, all pegged to the dollar, which was in turn 
pegged to gold, allowing only slight fluctuations. At the same time, the International 
Monetary Fund (IMF) was set up with the task of redressing the imbalances caused by 
international payments. The General Agreement on Tariffs and Trade (GATT), signed 
in 1947, completed the system by providing a multilateral framework for commercial 
exchanges.
However, in the immediate aftermath of the war, reconstruction commitments meant 
that many of the countries in the system did not use it, basing their foreign trade on 
bilateral agreements, of which there were approximately 200 in europe by the end of 
the 1940s1. These agreements typically contained a bilateral line of credit which was determined 
in effect by how much the bilateral current account could deviate from zero, since deficits in 
excess of the specified bilateral credit line had to be settled in gold. Most European governments 
tried desperately to preserve their small gold holdings, using the arsenal of trade policy (quotas 
and high tariffs) to restrict imports from creditor countries unwilling to extend further credit. 
Settlement in gold was therefore avoided as much as possible2.
This practice struggled in view of the european countries’ balance of payments deficits 
with respect to the dollar area, which created the ‘dollar gap’ phenomenon to which the 
european governments reacted in 1950 (with the prospect of a return to convertibility 
of currency) by setting up the european Payments union (ePu) with the eighteen 
OeeC3 member states as members and with funding from the Marshall Plan. The ePu’s 
payment instruments were also used in Africa and Asia to avoid fluctuations in the 
exchange rates of convertible currencies, and the uS accepted and encouraged them, 
clearly seeing them as a means of escaping the long period of bilateralism in trade 
relations.
The ePu mechanism was based on parity between the currencies of all the member 
states and a unit of account determined in grams of fine gold based on the value of 

1 D. Gros, N. Thygesen, European Monetary Integration, 1998, eastbourne (Pearson education ltd), p. 4, citing W. 
Diebold, Trade and Payments in Western Europe, 1952, New York (Harper & brothers).

2 Ibidem, p. 4.
3 Organisation for european economic Cooperation, set up in 1948 to coordinate the use of the Marshall Plan. 

In 1960 it became the Organisation for economic Cooperation and Development (OeCD). 
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the dollar in gold. each month the balance of the trade of each country with the other 
member states was calculated, and this was paid4 in gold or, for the part in excess of the 
maximum quota, which was allocated to each country at the rate of 15% of its foreign 
trade in 1949, in ePu credit units.
The mechanism was given greater flexibility by the creation, among other things, of 
a banking arbitration procedure, and was abolished in 1958 with the switch to the 
european Monetary Agreement, signed in Paris on 5 August 1955, signalling a gradual 
collective return to currency convertibility in europe, made possible by the ePu. The 
european Monetary Agreement, which was managed by the Organisation for european 
economic Cooperation (OeeC), set up a european Monetary Fund and a Multilateral 
Settlement System. The primary purpose of the fund was to

provide the Contracting Parties with credits in order to help them to 
withstand temporary overall balance of payments difficulties, where 
these would endanger the maintenance of their intra-European trade5.

The purpose of the settlement system is defined as follows:
The Settlement System is designed to facilitate the settlement of 
transactions in the currencies of and between the monetary areas of the 
Contracting Parties by giving them interim finance and periodically 
providing for the settlement of their debts on conditions determined in 
advance and to help them meet the objectives and satisfy the conditions 
laid down in the preamble to this Agreement6.

The Multilateral Settlement System functioned in the same way as that of the ePu, 
apart from two significant differences: payments were made in dollars and the 
system was optional, with the consequence that at the end of each reference period, 
each country could decide for itself whether to present its balance for settlement. The 
fact that it was optional was a consequence of currency convertibility, which (with 
some initial restrictions) allowed currencies to be traded on the exchange markets. 
Nevertheless, the System still had its uses for countries for which economic conditions 
made convertibility unappealing. Another role played by the System was to stabilise 
currencies: each country had to give the single rate, or the minimum and maximum 
rates, at which settlements should be made. As a result, the market exchange rate could 
not fluctuate outside the band dictated by the notified rates.
The european Monetary Agreement also had an effect on the monetary and budgetary 
policies of the member countries which, to maintain the monetary stability imposed by 
the Settlements System, had to exercise financial discipline. However, both the ePu and 
the european Monetary Agreement had to cope with the repercussions on exchange 
rates of the German trade surplus which, after an initial crisis in the German economy 
in 1950 and 1951, would continue without interruption until 1981, and was tackled 
within the european Monetary Agreement by increasing the maximum German trade 

4 With the operational management of the bank for International Settlements.
5 Article 2(1) of the Agreement.
6 Article 8 of the Agreement.
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quota above which payment would occur, though it did not manage to impose on 
Germany more drastic measures to contain the surplus7.

2. The idea of a single currency and the Treaty of Rome
During the same period in which the european Monetary Agreement was signed, the 
Messina Conference began the negotiating process that led to the Treaty of rome, but the 
monetary question was absent from the debate, and from some of the declarations made 
by Paul-Henri Spaak (of whom we will say more later on in this section), we can deduce 
that the question of a single currency was deliberately left out of the negotiations at the 
request of at least one country, although a rather peremptory statement was attributed 
to the illustrious French economist Jacques rueff: Europe will be made by its currency or it 
will not be made at all8. Attention turned to the creation of a common market, and it was 
only sporadically and in a marginal way that the idea of a single currency was raised in 
an institutional context.
This happened during discussions within an eCSC Common Assembly working party9 
on the work of the Intergovernmental Conference. It was in the midst of discussions about 
the creation of the common market and the steps to the removal of intra-Community 
customs tariffs, based on the report by Pierre uri, a High Authority expert, that Henri-
Guy Caillavet commented on how the removal of customs tariffs would affect prices 
in countries that, for the most part, did not have free market economies and wondered 
whether ‘to construct Europe and achieve a common market, we should start by drawing up 
a common monetary policy’10. Pierre uri, who in the May 1956 meetings appeared to act 
more as a representative of the Intergovernmental Conference’s committee of experts 
than as a High Authority official, declared that the idea of introducing a single currency 
was deceptive and that the chosen path was a gradual merging of the Member States’ 
economies. However, discussions between the Member States about monetary problems 
that could interfere with the common market were not excluded from the discussions. 
Pierre uri’s answers did not seem pertinent to Gilles Gozard, who believed that the 
lack of provision for a single currency did not preclude the establishment of a body 
responsible for drawing up a monetary policy11.
Paul-Henri Spaak expressed similar views to those of Pierre uri, in a speech to the 
working party in his capacity as President of the Intergovernmental Conference. He 
came out against organisations with monetary competencies. This was a sensitive issue 
and was the subject of some of the safeguards requested by France: making provision 
for it could compromise the conclusion of the Treaties12.

7 D. Gros, N. Thygesen, European Monetary Integration... cit., p. 7, which sees the inability to apply pressure on 
countries with trade surpluses as a constant problem of the international monetary system.

8 Ibidem, p. 3.
9 This was the working party provided for by the Common Assembly resolution of 2 December 1954 and 

set up on 9 May 1955 to look at various questions. It went on to become the parliamentary contact of the 
Intergovernmental Conference, set up to follow up the Messina Conference and prepare the Treaties of rome.

10 eCSC Common Assembly – Working Party, Minutes, 8 May 1956, p. 6.
11 Ibidem, p. 7.
12 eCSC COMMON ASSeMblY – Working Party, Minutes of the meeting of Saturday 8 December 1956, p. 25.
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With Spaak’s declaration, discussion of a single currency was abandoned and it was not 
mentioned in the resolution adopted by the Common Assembly on european revival13, 
or in the Treaty establishing the european economic Community. However, the Treaty 
did regard economic policy as being of common interest, and stipulated that the Member 
States should collaborate on monetary policy in order, for each Member State, to ensure 
the equilibrium of its overall balance of payments and to maintain confidence in its currency, 
while taking care to ensure a high level of employment and a stable level of prices14.
This collaboration materialised in the setting up of the Monetary Committee provided for 
by Article 105 of the Treaty and consisting of one representative from each central bank 
and from each Finance Ministry, as well as two representatives from the Commission. 
In 1964 the Committee of Governors of the Central banks of the european economic 
Community was set up.

3. The Community and the money markets in the 1960s
In this decade, on the monetary front the european Community was faced with the 
problem of preventing exchange rate fluctuations from having serious repercussions 
on intra-Community trade and on the common agricultural policy; consequently, 
mainly for this purpose, it created a european unit of account (euA), worth the same 
as the gold content of a dollar, which was the denomination used for agricultural prices 
converted into national currencies based on a ‘green’ exchange rate, determined by the 
Community itself. However, following the devaluation of the French franc in 1969, which 
will be discussed later on, prices of French produce fell on German markets, prompting 
demands for compensation by German farmers. The result of the ensuing negotiations 
was the passage to a complicated system of monetary compensatory amounts, consisting 
of export levies and subsidies to eliminate the effects of exchange rate fluctuations on 
the agricultural market.
The decade was generally a period of price stability and low unemployment but, 
especially towards the end of the decade and continuing into the early years of the next 
decade, several monetary crises found the Community to be wanting in competencies 
and instruments for intervention. As a result, the Member States that needed them had 
to look outside the Community15.
The most significant episodes of monetary readjustment within the Community were 
the revaluation, by 5%, of the German mark and the Dutch florin in 1961, following 
decisions made by their respective national authorities without first consulting the 
other Member States (or even the IMF), the british revaluation in 1967 and two years 

13 eCSC COMMON ASSeMblY – resolution of 13 February 1957 on european revival, OJ 11.3.1957, p. 100. 
Monetary policy would nevertheless be discussed in the reports of the european Parliament’s Committee 
on economic Affairs, underlining the close links that existed between it and economic policy, including on 
the basis of the provisions in the Treaty of rome on the coordination of economic policies. See the report 
by the eP – Committee on Long-Term Economic Policy, Financial Affairs and Investments on Long-term economic 
policy, financial affairs and investments in the first general reports of the EEC and Euratom, Doc. 54/58. rapporteur: 
Philippus C. M. van Campen.

14 Title II of the Treaty. The quotation in italics is from Article 104.
15 When in 1963 and the following year Italy had to cope with a serious balance of payments deficit, help came 

from the International Monetary Fund and the united States.
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later, in August 1969, the hefty devaluation of the French franc (by 11.1%) followed by a 
10% revaluation of the German mark16. The cause was the increase in uS interest rates 
in 1968, which had repercussions in europe, putting the French franc under pressure in 
a period when France was struggling with high inflation. General de Gaulle refused to 
devalue, leaving his successor, Georges Pompidou, the task of carrying out the massive 
devaluation already mentioned. The revaluation of the German mark was also decided 
by the brandt government after the elections in September 1969.
There were also signs of a gradual divergence of the Member States’ economies, and 
the idea began to take hold of a single currency as a means of making the european 
economy more uniform and strengthening it in relation to the outside world.

In 1962, a memorandum from the European Commission on the 
Community’s action programme during the second stage of monetary 
union included a chapter on monetary policy. It provided for the 
introduction, after the transitional period, of fixed exchange rates for 
the currencies of the six Member States17.

The european Parliament resolution concerning the coordination of monetary policies, 
which drew the outline and set out the basic requirements of a coordinated monetary 
policy18, was not explicitly linked to the Commission’s memorandum; the resolution 
argued that, to begin with, harmonisation of the national instruments of intervention 
was not necessary, but that exchange rate variations must be preceded by consultations 
with the other Member States while, for balance of payments difficulties, all automatic 
granting of credits must be excluded.
In the long term, coordination was to give way to a common monetary policy, which 
was essential for european economic and political unity, and required the gradual 
introduction of a federal arrangement of the central banks. The resolution even mentioned 
the consequences of the potential membership of the united Kingdom, whose currency 
was a reserve currency.

On 12 February 1969, Raymond Barre, Vice-President of the Commission 
with special responsibility for monetary affairs, tabled proposals for a 
mechanism designed to prevent currency crises and to support currencies 
in trouble. The Barre Plan called for the coordination of Member States’ 
economic policies and regular consultation on budgetary policy and 
fiscal measures directly affecting external trade19.

It also provided financial instruments to support Member States coping with short- or 
long-term currency crises. The barre Plan was signed in July 1969, before the devaluation 
of the French franc. Almost at the same time as the revaluation of the German mark, 

16 The united Kingdom, which was not yet a member of the eeC, also devalued the british pound in 1967.
17 CVCe www.cvce.eu Historical events > 1969-1979 Crises and revival > Economic and monetary cooperation > The 

European currency snake > The tunnel.
18 eP resolution of 17 October 1962 concerning the coordination of monetary policies in the European Economic 

Community, OJ, 18.11.1962, p. 2664, following on from the report by the economic and Financial Committee of 
the same title, Doc. 17/62. rapporteur: Philippus C. M. van Campen.

19 CVCe www.cvce.eu Historical events > 1969-1979 Crises and revival > Economic and monetary cooperation >.
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the government in bonn was promoting a German initiative that went further than the 
barre Plan, prefiguring a true single currency.

The initiative came primarily from the German Chancellor Willy Brandt. 
He suggested that over an initial phase EC Member States should 
jointly formulate medium-term objectives for the participants and aim 
to harmonize short-term policies; in a second phase, a monetary union of 
permanently fixed exchange rates could then be achieved. In this phase 
Germany would be prepared to transfer part of its international reserves 
to a common European institution20.

raymond barre (1968), european Commission Vice President responsible for economic and Financial Affairs and the Statistical Office

© european union, 2011. (Source: european Commission Audiovisual library)

20 D. Gros, N. Thygesen, European Monetary Integration... cit., p. 12, citing N. Kloten ‘Germany’s monetary and 
financial policy and the european Community’ in W. l. Kohl and G. bassevi (editors), West Germany: a European 
and Global Power, 1980, lexington books, D.C. Heath and Company, lexington.
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4. The 1969 Hague Summit and the Werner Plan
This was the climate in which the Hague Summit of 2 December 1969 took place. In the 
context of a broader examination of the Community’s future, the summit tackled the 
subject of economic and monetary union, seen as part of a wider integration process 
characterised by stability and economic expansion. In this perspective, the Council 
drew up a plan for the introduction of monetary union in successive stages, in the 
wake of the barre proposals. The key points of this union, set out in advance in the 
Summit’s conclusions, were the harmonisation of economic policies and the setting up 
of a european reserve fund.
The Minister of State (prime minister) of the Grand Duchy of luxembourg, Pierre 
Werner, was asked to draw up a plan for monetary union and the related document, 
the definitive version of which was presented on 8 October 1970. Its basis is a pragmatic 
philosophy, clearly summarised by the opening lines of the chapter on the ultimate 
goal:

The Group has not sought to construct an ideal system in the abstract. 
It has set out rather to determine the elements that are indispensable to 
the existence of a complete economic and monetary union. The union as 
it is described here represents the minimum that must be done, and is a 
stage in a dynamic evolution which the pressure of events and political 
will can model in a different way21.

economic and monetary union was an area in which the freedom of movement provided 
for in the Treaties would be achieved without competitive distortions and without 
giving rise to regional disequilibrium. In particular, as far as the monetary aspects 
were concerned, though a preference was expressed for a single currency, the report set 
achievable objectives even with the national currencies still in place: total convertibility 
of currencies, elimination of margins of fluctuation in intra-Community exchange rates 
and complete freedom of movement of capital.
A monetary system defined in this way implied the transfer of powers from the Member 
States to the Community to the least extent possible to guarantee general equilibrium 
and the harmonisation of the instruments of economic policy.

It is indispensable that the principal decisions in the matter of monetary 
policy should be centralized, whether it is a question of liquidity, rates of 
interest, intervention in the foreign exchange market, the management 
of the reserves or the fixing of foreign exchange parities vis-à-vis the 
outside world. The Community must have at its disposal a complete 
range of necessary instruments, the utilization of which, however, may 
be different from country to country within certain limits. In addition, 
it will be necessary to ensure a Community policy and Community 
representation in monetary and financial relations with third countries 

21 COuNCIl/COMMISSION OF THe eurOPeAN COMMuNITIeS report to the Council and the Commission 
on the realisation by stages of economic and monetary union in the Community (Werner Report), Supplement to 
bulletin 11 - 1970 of the european Communities, p. 8.
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and international organizations of an economic financial and monetary 
nature22.

The Werner report, which analysed the implications of monetary union for the main 
Community policies, did not go into the institutional reforms necessary for monetary 
union in any detail, merely stating that the centre of decision for economic policy, which was 
not defined any more clearly than that but was probably seen as something other than 
the existing institutions, should be independent and capable of exercising a decisive 
influence on the Community’s general economic policy. However, the uS Federal 
reserve System was expressly mentioned as a model for the Community system for the 
central banks that would have to be created for monetary union, and this system would 
be preceded and prepared by a european Fund for monetary cooperation.
The report took the view that monetary union was achievable by the end of the 1970s, 
and set out the stages in it in accordance with the outline already given in the barre 
Plan, but in greater detail.

The first stage, to begin on 1 January 1971, was the limitation by the central banks of 
fluctuations of the exchange rates between their currencies, to be achieved by means of 
concerted action in relation to the dollar; this limitation would be experimental at first, 
and would only become official later on. This action in relation to the dollar could be 
accompanied by financial support intervention on the Community currencies.

22 Ibidem, p. 11.

1969, Strasbourg, Pierre Werner gives a speech on european economic and Monetary union

© european union, 2011. (Source: european Commission Audiovisual library)
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The second stage, which would also be temporary and for which no start date23 was 
given, was no different from the first stage in terms of the type of action, but differed in 
terms of the extent to which this action was compulsory.
The Werner Plan was supported by all the Member States with the sole exception of 
France, which was prepared to accept monetary cooperation only at intergovernmental 
level. This meant that the Commission’s proposals in execution of the Werner Plan were 
rejected by the Council in December 1970 and approved on 22 March 1971, only as 
regards the measures for completing the first stage, excluding the setting up of new 
institutions and making amendments to the Treaty.
The european Parliament gave its opinion on the Werner Plan in a resolution24 
expressing some political considerations: firstly the requirement for a measure of 
alignment between monetary policies and economic, social, regional and structural 
policies. From an institutional point of view, Parliament considered that the Treaty 
should be completed before the end of the first stage and that, in particular, national 
and Community competencies should be specified and there should be democratic 
control over them by Parliament, which should be consulted on all important decisions 
concerning economic and monetary union.
More specifically, the european Parliament underlined the need for certain specific 
actions to be completed during the first stage:
-  better coordination of short-term economic policies, particularly budgetary policies;
-  the abolition of tax barriers within the Community, particularly bringing VAT rates 

and indirect taxes closer together;
- the abolition of border controls;
- freedom of movement of capital;
- regional and structural policy;
- the first steps in setting up an exchange system within the Community.

Parliament expressed its views once again on the consequent Council decisions in a 
second resolution25 welcoming them as far as the monetary question was concerned, 
and highlighting in particular the fact that margins of fluctuation between the Member 
States’ currencies had been set at 2.25%, with the prospect of further reduction until the 
margin was eliminated altogether. Parliament believed that the principles established 
by the Council on exchange rates represented the start of a common monetary policy 
that should not only play a positive role within the Community but should also have a 
stabilising effect on the international monetary system.

23 Although the Werner Plan contained no end date for the first stage or start date for the second, Gros and 
Thygesen (op. cit., p. 14) give 1973 as the planned end date for the first stage.

24 eP resolution of 3 December 1970 on the establishment by stages of economic and monetary union in the Community, 
OJ C 151, 29.12.1970, p. 23, following on from the report of the same title by the economic Committee, Doc. 
187/70. rapporteur: J.-e. bousch. 

25 eP resolution of 16 March 1972 on the resolution of the Council and of the representatives of the Governments 
of the Member States on the application of the resolution of 22 March 1971 on the attainment by stages of 
economic and monetary union in the Community, OJ C 36, 12.4.1972, p. 31, following on from the report by 
the economic Committee of the same title, Doc. 1/72. rapporteur: W. löhr.
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1. The international monetary crisis at the start of the 1970s
even in its reduced version approved by the Council, the Werner Plan would never be 
implemented, overtaken as it was by the collapse of the international situation and by 
the monetary crisis that erupted in 1971 affecting the world economy, especially after 
Nixon declared on 15 August 1971 that the dollar would no longer be convertible to 
gold, effectively decreeing the end of the bretton Woods system26.
Since the beginning of 1971, the dollar had appeared to be undervalued in relation to the 
growing budget liabilities as a result of the Vietnam War, increased social costs during 
the Johnson presidency and the resulting inflationary impetus. In the spring of 1971, the 
German mark was pushed up in value against the dollar because of speculation, and 
the German Minister of the economy and Finance, Karl Schiller, proposed concerted 
fluctuation between the currencies. This met with firm opposition from France, which 
feared that a revaluation of the French franc would damage exports and which wanted to 
maintain fixed parity via exchange rate controls. In response to this position, Germany 
and the Netherlands announced the temporary floating of their currencies in May 1971.
In August, with Nixon’s decision, the bretton Woods system ceased to function, 
triggering a series of decisions: on 19 August, just four days after the uS decision, the 
benelux countries decided to keep the pre-existing margins of fluctuation between their 
currencies, and on 18 December, the Smithsonian Agreement was signed, preceded by 
an informal Franco-German agreement that had Nixon’s consent.
The Smithsonian Agreement was signed in Washington between the six Community 
Member States, Canada, Japan, the united Kingdom and the united States, and it fixed 
new parities, devaluing the dollar by 8% in relation to gold and widening the margin 
for fluctuation of the european currencies against the dollar to 2.25% in both directions 
(the ‘tunnel’). The consequence of this was that 9% fluctuation was possible between 
two Community currencies, a margin considered incompatible with the functioning of 
the common agricultural policy.
The Vice-President of the barre Commission referred to the Smithsonian Agreement 
in a speech to Parliament27 as part of a wider presentation on the economic situation of 
the Community, highlighting its good and bad points and above all cautioning against 
considering the Washington Agreements as the solution to all the international monetary 
problems. Indeed, three problems remained unresolved. The first concerned the return 
to a degree of dollar convertibility, which could not be asked of the uS, but even so 
some measures needed to be taken that would simultaneously enable the International 

26 According to Gros and Thygesen (op. cit., p. 14), the Werner Plan was based implicitly on trust in the bretton 
Woods system.

27 eP Debates - part-session of 18 January 1972, pp. 47-51.
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Monetary Fund to operate normally. The second was the problem of financing the 
uS balance of payments deficit, which could not be solved by means of a currency 
realignment or even by the foreseeable, but unquantifiable, reflux of capital to the united 
States. This left unresolved the problem of how to effect a balance of payments recovery: 
through the acquisition of dollars by the central banks or through international credit? 
The third problem was short-term capital movements, which had a destabilising effect, 
and responding to them by means of concerted policies at international level.

Quite apart from these specific problems, a more general, if not more 
fundamental, observation is called for: the realignment of currencies 
which has just been carried out will not in itself be sufficient to give 
the international monetary system a greater degree of equilibrium. The 
efficacy of parity changes depends on the stabilisation policies adopted 
in the countries concerned and, in the present case, on that followed by 
the country which is suffering from a fundamental disequilibrium in 
its balance of payments. On top of this, alterations of exchange rates 
have only a limited influence when the disequilibrium in the balance 
of payments is bound up with structural factors and attributable in 
some degree to exceptional, extra-economic factors. It is for this reason 
that certain difficulties will doubtless continue to be experienced in 
international monetary relations. Thus in the years ahead management 
of the international monetary system is likely to demand unremitting 
attention and close cooperation between national and international 
monetary authorities.
In such cooperation the present Community, and in the very near future 
the enlarged Community, can play a leading part.
Despite the internal difficulties which it has experienced during the past 
few months and which are due to concrete factors rather than to a lack 
of the will to cooperate within the Community, the Six have maintained 
throughout the recent international negotiations the attitude which 
was adopted by the Council last September and with which the United 
Kingdom has constantly associated itself.
The Washington Agreements clearly represent a success for this attitude, 
since the currency realignment embraces the dollar, as desired by the 
Community, and has been accompanied by abolition of the surcharge.
The Community has, however, contributed to the achievement of these 
Agreements by accepting sacrifices which cannot be underestimated. 
The extent to which the Six have agreed to revalue their currencies 
against the dollar is considerable...28.

28 Ibidem, pp. 48-49.
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2. The european Parliament and the international monetary system
The european Parliament resolution29 which enthusiastically welcomed the Smithsonian 
Agreement, seeing it as essential to the normalisation of economic relations with the 
uS and as the basis for achieving economic and monetary union, echoed this realist 
analysis of the situation and assertion of the Community’s role in the negotiations and 
henceforth in global currency management.
However, the more complex stance on the international monetary system taken by 
the european Parliament in the 1970s came two years later when the Washington 
Agreements had already proved themselves30:
-  that balance of payments disequilibrium should lead to the alteration of currency 

exchange parity in the case of both balance of payments surpluses and deficits and 
that such alterations should be achieved also through sanctions;

-  that Special Drawing rights (SDrs) should have a dominant, if not exclusive, place in 
the composition of currency reserves, and that such rights should be issued only as 
required by the international monetary system31, in the long term prefiguring their 
use for intervention on the currency exchange markets;

-  that the disruptive effects of international capital movements should be addressed 
by coordination of the interest rate policies of the major economic powers and by 
countries with balance of payments surpluses granting loans to countries with balance 
of payments deficits, through the monetary authorities being given greater powers, 
including administrative controls and the creation of dual exchange markets.

As far as Community integration on monetary affairs was concerned, it was necessary to 
give greater powers to and increase the room for manoeuvre of the european Monetary 
Cooperation Fund (eMCF) set up in 1973 and to abolish intra-Community controls on 
capital, while maintaining those on capital heading outside the Community.

3. The birth, life and death of the currency snake
The new international monetary equilibrium forced europe to reconsider how currencies 
were managed within europe in order to keep intra-Community exchange rates within 
set levels that took account of the parities with the dollar decided by the Smithsonian 
Agreement: this led to the ‘currency snake’, an agreement dated 10 April 1972 between 
the central banks, which cut by half the amount of fluctuation allowed between the 
Community currencies. Shortly after this agreement was made, the central banks of the 
three candidate countries due to join on 1 January 1973 – Denmark, the united Kingdom 
and Ireland – signed up (the latter with special status since it was integrated into the 

29 eP resolution of 9 February 1972 on the economic situation in the Community at the beginning of 1972, OJ C 19, 
28.2.1972, following on from the report of the same title by the Committee on economic and Monetary Affairs, 
Doc. 255/71. rapporteur: W. löhr.

30 eP resolution of 5 June 1973 on the reform of the international monetary system, OJ C 49, 28.6.1973, following on 
from the report of the same title by the Committee on economic and Monetary Affairs, Doc. 60/73. rapporteur: 
K. D. Arndt.

31 The accompanying report expressly rejected the uNCTAD proposal to use SDrs for development aid.
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sterling currency area and therefore had to follow the united Kingdom as far as the 
snake was concerned).

The snake entered into force on 24 April 1972, the three candidate countries signed up 
to it on 1 May, and on 23 May Norway (at the time a candidate for eeC membership) 
joined. However, on 23 June, following a sterling crisis on the foreign exchange markets, 
the united Kingdom withdrew, thereby allowing its currency to fluctuate freely. In the 
meantime, fundamental differences between the participating countries persisted either 
because of their differing economic situations or because they took different approaches 
(liberal or interventionist) to exchange policy; in July, Germany, in conflict with its own 
liberal orientations, was forced to accept some controls on capital movements at the 
request of France, and Schiller, the German Minister of the economy and Finance, 
resigned.
In February 1973 Italy withdrew, but the biggest difficulties began in March when the 
dollar was devalued by a further 10% and the uS gave up on exchange rate intervention, 
bringing the short life of the tunnel to an end. Against this background, the monetary 
authorities of the snake agreed to allow their currencies to fluctuate together against the 
dollar: the exchange rates between the currencies would fluctuate within the snake, but 
the exchange rate with the dollar would not be restricted any longer by the tunnel, and 

The birth of the ‘currency snake’ (brussels, 22 March 1972).

22 March 1972, the finance ministers of the six Member States ratify the agreement limiting fluctuation between exchange rates between 
european currencies. l-r: emilio Colombo, Karl Schiller and Valéry Giscard d'estaing, Italian, German and French finance ministers

©Keystone - Source : ena.lu
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the German mark was revalued at intervals of a few months, first by 3% and then by 
5.5%; the Dutch florin and the Norwegian krone were also revalued.
At the start of 1974, the tendency of the snake to split into two currency groups – the 
strong currencies (the three that had been revalued in 1973) and the weak ones (the 
other currencies, weakened by high inflation caused partly by a large increase in the 
price of crude oil) was affirmed.
France withdrew from the snake in January 1974, went back in in July of the following 
year, and withdrew again in March 1976. Despite the comings and goings of the French 
franc, the two years from 1974 to the spring of 1976 were relatively stable as regards 
exchange rates within the snake; outside it, the Italian lira and pound sterling, struggling 
with domestic inflation rates of 20%, drastically lost value on the currency markets.
In the spring of 1976 capital started to drain from the weak currency countries, 
causing France, as already mentioned, to leave the snake once again. Intervention by 
the bundesbank to support the weak currencies increased, and criticism of this policy 
with Germany, which was having elections in the autumn, also increased. Afterwards, 
on 17 October, the ‘Frankfurt realignment’ took place, the first of several currency 
realignments within the snake to be agreed: the Danish krone was devalued by 6%, 
and the Dutch florin and belgian franc were devalued by 2%. Further devaluations 
followed in 1977 and 1978, in particular of the Danish krone and (exactly two years after 
the Frankfurt realignment) the German mark (by 4%), the Dutch florin and the belgian 
franc (both by 2%). The snake ended in 1979 with the introduction of the european 
Monetary System.

4. An attempt at reviving economic and monetary cooperation
even while the currency snake was taking its first steps, efforts to achieve economic and 
monetary union were continuing and on 19 and 20 October 1972, preceded by a long 
and intense preparation phase, the Paris Summit Conference was held. The programme 
of the Summit Conference was ambitious because, in the words of French President 
Georges Pompidou in the letter of invitation to the Heads of State and Government, it 
would

…allow us to consolidate and pursue an economic and social development 
which over the last fourteen years the countries of the Six have enjoyed. 
We shall be able to define some new line of concerted action for our ten 
countries. It will also help us to make our contribution to solving the 
economic and monetary problems besetting the western world today, 
by means of decisions on practice or principle concerning our inter-
Community relations32.

This was a broad plan that, specifically as regards economic and monetary union, 
followed in the wake of previous decisions on the Werner Plan, or at least the part of 
it that had survived the currency storms of 1971. The final declaration of the Summit 
Conference recounts the decisions adopted there, in particular the main one on the start 

32 european Commission Bulletin, 10-1972, p. 14. 
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of the second stage of the economic and Monetary union, scheduled for 1 January 1974 
and its complete realisation by the end of 1980, with parallel progress in the various 
fields of the economic and Monetary union.
In particular, as far as the monetary part of the union was concerned, it was decided that, 
as early as 1973, a european Monetary Cooperation Fund would be set up. The Member 
States also wanted to undertake joint action to reform the international monetary 
system, based on a lasting equitable order, and they announced the principles of this.33

The european Monetary Cooperation Fund (eMCF) was set up in April; the european 
Parliament nurtured great hopes for it, as shown by the resolution on the Commission 
proposal: Parliament expected the Commission report on the first short-term support 
measures for exchange rates to propose the deposit into the eMCF of part of the central 
banks’ reserves, and expressed the hope that the eMCF

…would develop a system for intervening on the European currency 
markets in several currencies and would take the necessary measures to 
ensure the stability of European currencies against the other currencies 
of the world34.

The nine Member States were participants in the eMCF35, irrespective of whether 
their currencies were in the snake. The purpose of the Fund was to promote the 
proper functioning of the narrowing of the margins of fluctuation of the Community 
currencies, interventions in Community currencies on the exchange markets, and 
settlements between Central banks leading to a concerted policy on reserves. Initially 
the Fund was given responsibility for the concerted action necessary for the snake to 
function, the multilateralisation of positions resulting from interventions by the Central 
banks, and the administration of the very short-term financing of these interventions. 
The eMCF, which was to be run by the bank for International Settlements (bIS), would 
never succeed in playing a significant role and in 1994 was integrated into the european 
Monetary Institute.
The Fund nevertheless represented for the supporters of monetary union the perfect 
reference point during the 1970s, and Parliament gave a certain amount of attention 
to it, as in the case of the Commission report on short-term monetary support and 
reserves, two questions Parliament had been looking at since its resolution of 15 March 
1973. The european Parliament was on the whole satisfied with the report, which met 
its expectations and in particular indicated that the Central banks should deposit one 
fifth of their reserves in the Fund, while taking the view that the creation of liquidities 
through the Fund’s operations should be limited. From a more political point of view, 
Parliament created a link between the strengthening of the Fund and Community 

33 Ibidem, pp. 17-19.
34 eP resolution of 15 March 1973 giving the european Parliament’s opinion on the Commission proposal on a 

decision to establish a European Monetary Cooperation Fund, OJ C 19, 12.4.1973, p. 28, following on from the report 
of the same title by the Committee on economic and Monetary Affairs, Doc. 318/72. rapporteur: K. D. Arndt.

35 regulation (eeC) No 907/73 of the Council of 3 April 1973 establishing a European Monetary Cooperation Fund,  
OJ l 89, 5.4.1973, p. 2.
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competencies on economic matters, particularly those of the Commission36. Two years 
later, having been consulted on an amendment to the eMCF regulation, Parliament 
emphasised the need for greater Community competencies:

believes, as before, that even in its new form, the Fund is not in itself 
sufficient for a common monetary policy if economic policy is not 
conducted in common and if the competencies of Community bodies in 
this area are not strengthened37.

5. The european Parliament and monetary union in the 1970s
The currency snake does not appear to have been mentioned in the european Parliament 
resolutions of the 1970s. On the contrary, the first initiatives aimed at economic and 
monetary union were pursued mainly for their economic aspects and the positions 
taken on monetary aspects are limited and circumscribed, possibly because of a lack of 
progress with monetary union in the 1970s38.
between 1973 and 1978, sporadic and brief references to the international monetary 
situation are recorded in the annual resolutions on the economic situation in the 
Community, but a more complex treatment of monetary questions can be found only in 
a resolution on a Commission communication surveying the progress of the first stage in 
achieving economic and monetary union. The limited progress with monetary matters 
did not inspire Parliament to look more deeply at the matter, and it merely called for the 
protection of commercial transactions from exchange rate fluctuations, and appropriate 
measures to guarantee the Community’s economic operators reasonable conditions for 
exchange guarantees on short-term operations39.
It was only in 1978, with the prospect of a european Monetary System being set up, that 
Parliament again looked specifically at the monetary question.

36 eP resolution of 19 October 1973 on the report from the Commission of the european Communities to the 
Council on the adjustment of short-term monetary support arrangements and the conditions for progressive 
pooling of reserves, OJ C 95, 10.11.1973, p. 27, following on from the report of the same title by the Committee 
on economic and Monetary Affairs, Doc. 189/73. rapporteur: K. D. Arndt.

37 eP resolution of 18 February 1973 giving the european Parliament’s opinion on the Commission proposal on 
Council Regulation (EEC) No 907/73 of 3 April 1973 establishing a European Monetary Cooperation Fund, OJ C 60, 
13.3.1975, p. 20, following on from the report of the same title by the Committee on economic and Monetary 
Affairs, Doc. 489/74. rapporteur: e. lange.

38 Gros and Thygesen talk mercilessly of the disintegration of the efforts to move towards economic and 
Monetary union in 1973-74 in op. cit., p. 35. 

39 eP resolution of 5 July 1973 on the Communication from the Commission of the European Communities to the 
Council concerning progress with the first stage of economic and monetary union, the distribution of competencies and 
responsibilities between the Community institutions and the Member States necessary for the proper functioning of 
economic and monetary union, and the measures to be adopted in the second stage of this union, OJ C 62, 31.7.1973, p. 
31, following on from the report of the same title by the Committee on economic and Monetary Affairs, Doc. 
107/73. rapporteur: b. rhys Williams.
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6. other plans and proposals for a monetary system in the 1970s
Although the 1972 Paris Conference was the only attempt to revive monetary cooperation 
between the Member States before the three summits in 1978 that led to the european 
Monetary System40, between 1974 and 1977 three plans for monetary cooperation were 
presented that, though they were not followed up, are a testament to the vitality of the 
idea of monetary union, which survived the monetary storms of the decade.
The first initiative was the Fourcade Plan41 which was essentially a domestic economic 
policy plan aimed at stabilising the French economy, which was suffering at the time 
from high inflation (13.8% in 1974). However, the plan contains a chapter on european 
monetary cooperation, the purpose of which was to allow France back into the currency 
snake. It was based on greater use of currency support instruments, with an increase 
in credits and use of the european unit of account as the reference value for the snake. 
It was presented to the other Member States in September 1974, but was not given a 
favourable reception, even on the second attempt in May 1975.
The second initiative was the Duisenberg Plan42 which, like the French plan, came from 
a country that at the time was facing a deteriorating economic situation, with inflation 
at 10%. The main preoccupation apparent in the plan is the strong devaluation of the 
british pound and the Italian lira. The plan aimed to avoid an increase in the divergences 
both between the currencies within the snake and those outside it. It consisted of the 
creation of a Community framework of consultation and supervision of exchange rates 
based on the calculation by each country of a target zone for the fluctuation of its own 
currency. The plan did not demand positive action to keep currencies within their target 
zones, but it prohibited the adoption of policies that would have the opposite effect. The 
proposal was criticised, including from a technical point of view, and was rejected by 
Germany.
In 1977 the Commission, now with the uK’s roy Jenkins as President, presented a 
plan at a time of particular difficulty for the Community because of deep differences 
between the Member States, specifically on monetary matters. The plan tried to link 
robust monetary cooperation, inspired in some respects by the Duisenberg Plan, with 
a significant increase in Community powers on fiscal matters with the prospect of the 
creation of a european currency, for which it developed the role of the european unit of 
account. roy Jenkins explained the reasons for the plan, which was presented first to the 
ecofin Council in November and then to the brussels european Council in December 
1977, in a speech to the european university Institute in Florence on 27 October 1977.
For the President of the Commission, the problems raised by the international economic 
crisis could not be solved by each country on its own, but only through a common 
currency issued by a european monetary authority; this currency could stabilise 
international monetary relations and make a major contribution to the fight against 
inflation and unemployment. It would also encourage the rationalisation of european 
industry. The single currency would also have a significant political function, allowing 
the Community to play an unprecedented international role.

40 See the next chapter.
41 In 1974 Jean-Pierre Fourcade was the Minister of economy and Finance in the first Chirac goverment. 
42 Wim Duisenberg was the Dutch Minister of Finance in 1976, in the Joop den uyl government. He went on to 

become the first President of the european Central bank. 
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essential to the success of the single currency was the strengthening of the instruments 
of regional policy, which were necessary to make sure that the single currency did 
not exacerbate the divide between the less-favoured regions and the stronger ones. 
Furthermore, an increase in the transfer of resources from the Member States to 
the Community would also be necessary, as would a transfer of powers concerning 
macroeconomic policy: those related to exchanges rates, reserves and the creation of 
money supply43.
The part about the strengthening of Community powers on fiscal matters was 
considered excessive and was not followed up, but the brussels european Council of 5 

43 This summary of roy Jenkins’ speech is based on Mr Jenkins’ seven arguments in support of a European currency 
in CVCe http://www.cvce.eu Historical events > 1969-1979 Crises and revival > Economic and monetary cooperation >.

brussels european Council of 6 December 1977

Demonstration calling for a single currency and european Parliament elections by universal suffrage

© european union, 2011. (Source: european Commission Audiovisual library)
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and 6 December 1977 agreed that the Community budget would be drawn up in units 
of account from 1978. More generally, the Commission’s plan was overtaken by the 
Schmidt-Giscard initiative presented at the subsequent Copenhagen summit in April 
197844.

44 See the next chapter.



35

CHAPTeR III

THe eurOPeAN MONeTArY SYSTeM

CHAPTeR III
THe euRoPeAn MoneTARY SYSTeM

1. The Franco-german initiative
even after the Frankfurt realignment on 17 October 197645, the currency snake was 
an unbalanced instrument, in which Germany counted for two thirds of the Gross 
Domestic Product of the participating countries; the German currency was the only one 
with real international weight and the only one to participate easily in the snake. When 
the other partners had to cope with a monetary problem, they had the difficult choice 
between negotiating a realignment and taking domestic economic policy decisions to 
cope with the problem.
After the Frankfurt realignment a first group of Community Member States, those in 
the snake46 succeeded in controlling inflation and having good economic fundamentals. 
A second group, France, Italy, the united Kingdom and Ireland, which was part of the 
sterling currency area, instead had high inflation and significant balance of payments 
deficits, leading to the depreciation of their currencies outside the snake.
The economies of the Ten were therefore divergent and were not showing any signs that 
this might be reversed, frustrating any integration initiatives47.
Against this background France48, in addition to its serious inflation problems, had 
the problem of farmers urgently demanding the abolition of compensatory amounts. 
Stabilisation of exchange rates would bring down inflation and would allow these 
amounts to be abolished. Internally, France had been implementing a plan to stabilise 
its economy since 1976 (the barre Plan), but it would be the stabilisation of exchange 
rates, especially against the German mark, and more generally against all the european 
currencies, that would provide significant support to the French economy. New and 
closer forms of monetary cooperation were needed to achieve this, and for these France 
needed to secure the support of Germany.
Germany49 was ravaged by terrorism and, despite relative economic stability, harboured 
concerns about the weakness of the dollar and the relative strength of its own currency, 
which was threatening the competitiveness of its industry, oriented as it was towards 
exports, with repercussions for employment levels. There was a cooling in its relations 
with the united States, especially on economic matters and in international organisations, 

45 See Chapter II, section 3.
46 belgium, Denmark, Germany, luxembourg and the Netherlands.
47 The considerations discussed here are dealt with by D. Gros and N. Thygesen, Op. cit., pp. 35-36.
48 In 1978 the French President was Valéry Giscard d’estaing, who was half way through his term of office which 

began in 1974, and the French prime minister was raymond barre, who had been in the post since 1976 and 
whose term of office ended in 1981, coincidentally at the same time as the Presidency of Giscard d’estaing. In 
1978 the government’s majority increased in the parliamentary elections.

49 Following the 1976 federal elections the coalition between the liberals and socialists stayed in government with 
Helmut Schmidt as Chancellor.
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particularly the Organisation for economic Cooperation and Development (OeCD), and 
it was exposed to attack for its non-expansionary monetary policy.
More specifically, in the months before the Franco-German initiative (i.e. in the last 
quarter of 1977 and the first quarter of 1978), the German monetary authorities had to 
intervene massively to counteract the revaluation of the mark, which had increased in 
value over this period by 7%, sorely testing exchange rates with the other currencies in 
the snake.
In this context, Chancellor Helmut Schmidt saw monetary cooperation with the other 
Community countries as the way to achieve three things: to improve the exchange rate 
conditions for German exports, to reduce international pressure for a more expansionary 
German monetary policy and to give the Community greater weight in international 
organisations. He had in mind new forms of monetary cooperation, made more realistic 
by the currency market conditions and especially by the depreciation of the dollar, 
which had started to look like it was in serious economic and political danger.
To achieve what was to be the european Monetary System, Schmidt still had to overcome 
the hesitation of the bundesbank, which was worried that French inflation could spread 
to Germany through monetary cooperation.

Valéry Giscard d'estaing and Helmut Schmidt put the Community back on track, Copenhagen european Council  
(7-8 April 1978)

© european union, 2011. (Source: european Commission Audiovisual library)

based on these premises, a meeting took place between the leaders of France and 
Germany, which adopted a joint initiative on monetary cooperation between the Ten, 
an initiative which, as sometimes happens in international relations, was born from 
a personal understanding between two leaders who were strong in their respective 
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countries. Schmidt and Giscard d’estaing presented a plan to the other heads of 
government for a european Monetary System during the Copenhagen Summit on 7 
and 8 April 1978.

2. The Bremen european Council of 1978
It was the european Council in bremen on 6 and 7 July 1978 that approved the general 
outline for the european Monetary System, and the System itself was ultimately 
approved at the european Council in brussels on 4 and 5 December of the same year.
The basic idea of the european Monetary System, as inferred from the conclusions of the 
summit held in bremen50 and especially Annex IV thereof, was a system for managing 
exchange rates that would be as strict as the snake which, as the four countries still in it 
in 1978 noted51, would be entirely maintained. In reality, what was created was an even 
stricter system than the snake, since alterations to the reference exchange rates were 
not left to each of the participating Member States, like in the snake until the Frankfurt 
realignment, but had to be agreed in advance. At the heart of the system was the new 
european currency unit, the ecu, composed of a basket of european currencies, which 
would be used for settlements between the european central banks, while intervention 
to support the different currencies would be made in the national currencies. The 
establishment of a fund in ecu was also provided for, containing one fifth of the central 
banks’ reserves.
The adoption of the ecu as the reference value for currency fluctuations (a proposal that 
came particularly from France) pursued the political end of avoiding the dominance 
of the German mark and the practice of placing on Germany’s shoulders the burden 
of adjustment in the event, considered highly likely, of a further strengthening of 
its currency. The matter was discussed extensively, particularly between France, a 
committed supporter of the ecu’s centrality, and Germany, which did not want the job of 
protecting parity in the likely event of a revaluation of the mark and which, supported 
by Denmark and the Netherlands, maintained that the reference value was bilateral 
exchange rates. An initial compromise was reached at the meeting between France 
and Germany in September, where Giscard and Schmidt agreed to make intervention 
compulsory when two currencies reached the margin of fluctuation of their bilateral 
exchange rate. A further step, this time towards the French preference for the ecu, 
was taken by means of a ‘belgian compromise’ in which the Monetary Committee 
established the calculation in ecu of the divergence indicator, which will be discussed 
in more detail later on52.

50 Conclusions of the Bremen European Council: excerpt on monetary policy (6 and 7 July 1978) CVCe http://www.ena.
eu Historical events > 1969-1979 Crises and revival > Economic and monetary cooperation > The European Monetary 
System > The creation of the EMS.

51 belgium, Denmark, Germany, luxembourg and the Netherlands.
52 Information about the proposal to adopt the ecu as the reference value for the System is given in D. Gros, N. 

Thygesen, Op. cit., pp. 44-46, which should be consulted for a more thorough understanding. Concerning the 
divergence indicator, see section 4 of this chapter.
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3. Parliament’s position on the eMS after the Bremen european Council
The european Parliament gave a somewhat cool reception to the bremen decisions in 
two resolutions53, which were probably the payback for its lack of involvement up to the 
presentation of the proposal for a regulation on the eMCF’s role in the fund provided 
for by the bremen Summit. The first resolution, presented by a large and complex 
report, emphasised the economic ramifications of the monetary system, linking it with 
economic integration efforts:

6. emphasises that, to be viable and better still to lead to economic and 
monetary union, a European Monetary System must be backed up 
at once by national and Community economic policies that focus on 
stability and growth, aimed at promoting convergence of the Member 
States’ economies and reducing regional and social disparities, mainly 
by creating jobs in future industries: this requires that the European 
Monetary System is designed to tend towards exchange rate stability, 
not only through the development of credit mechanisms, anti-speculation 
measures and transfers of resources within the Community, all of 
which aim to strengthen Member States’ ability to cope with problems 
themselves, but also through the introduction of specific intervention 
measures.

These concepts were developed in the rest of the resolution which, looking more 
specifically at the new monetary mechanism, points out its omissions, putting them in 
a positive light with the prospect of the completion of complete monetary union:

9. emphasises that full monetary union, together with a single currency 
or with fixed parities for good, differs greatly from the transitional phase 
currently envisaged, in that, to be total, this union will require technical 
and political control of the money supply and of other macro-economic 
policies to be in the hands of reinforced central Community institutions 
under the control of the European Parliament and not of the national 
governments.

The second resolution held back from delivering a definitive opinion on the proposal for 
a resolution, which gave the eMCF responsibility for managing the ecu fund, regretting 
the lack of information received and reiterating concerns about the lack of connection 
between economic and monetary policies:

5. already specifies that, even with its new responsibilities, the Fund in 
itself is not sufficient for the success of the European Monetary System 
and for its development towards economic and monetary union unless a 

53 eP resolutions of 17 November 1978 on the revival of economic and monetary union giving the european 
Parliament’s opinion on the proposal by the Commission of the european Communities to the Council on 
a Regulation establishing a European Monetary System, OJ C 296, 11.12.1978, pp. 59 and 62, following on from 
the reports of the same title by the Committee on economic and Monetary Affairs, Doc. 437/78 and 448/78. 
rapporteurs: Ardwick and Pisani. The regulation that followed the second opinion provided the legal basis for 
the eMS: Council regulation (eeC) No 3181/78 of 18 December 1978 relating to the European Monetary System, 
OJ l 379, 30.12.1978, p. 2.
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common economic policy and convergent policies of the Member States 
are developed.

It was only in his speech to Parliament that the rapporteur, Pisani, stated unequivocally 
that the Committee on economic and Monetary Affairs’ motion for a resolution, in 
which he underlined the importance of the above paragraph, constituted an agreement 
in principle, raising numerous questions that the Commission had not answered54.

4. The Brussels european Council of 1978
In brussels, after the preparatory work done by the Council of Ministers, on 5 December 
1978 the heads of state and government approved the resolution that created the 
european Monetary System, which entered into force on 1 January 1979. The declared 
aim, which had already been set down in the Presidency Conclusions55, was to make it 
the fundamental instrument of a strategy of growth in stability for the Community and 
of stabilisation of international economic and monetary relations.
Consistent with these premises the resolution56, which was mainly concerned with 
the initial phase57, announced a consolidation of the provisions on the european 
Monetary System after it had been running for two years. The resolution concerned 
in equal measure the ecu, the exchange rate and intervention mechanism, the credit 
mechanism, international monetary relations and later developments of the system, as 
well as measures to support the weakest economies in the Community.
The value of the ecu, initially the same as that of the european unit of account that 
existed at the time, was determined by weighting the currencies of the participating 
Member States. This weighting was checked and modified by common accord every 
five years or at the request of one of the Member States, when a currency was more than 
25% from the last exchange rate attributed to it. Four functions were assigned to the 
ecu: to be the denominator (numéraire) for the exchange rate mechanism, to serve as 
the basis for working out a divergence indicator, to be the denominator for intervention 
and credit operations and finally to serve as an instrument for settlement between the 
Member States’ monetary authorities.
The exchange rate mechanism consisted of a reference rate established against the 
ecu, which determined the bilateral exchange rates of each currency with the other 
participants in the system. A margin of bi-directional fluctuation of 2.25% was 
established for each of the bilateral exchange rates. If this margin was reached, all the 
Member States participating in the system were obliged to intervene. The reference 
exchange rate was decided by common accord by the participating Member States and 

54 eP Debates – part-session of 16 November 1978, OJ, Annex 236, p. 269.
55 Presidency Conclusions (excerpt), european Commission, Bulletin, 12-1978, p. 9.
56 European Council Resolution of 5 December 1978 on the establishment of the European Monetary System (EMS) and 

related matters, european Commission, Bulletin, 12-1978, p. 10.
57 For the second phase, planned for two years later in 1981, see below in this section concerning the failure to 

establish the european Monetary Fund.



THe long RoAD To THe euRo

40

the Commission; finally, any major decisions would be adopted following consultations 
also with Member States not participating in the system.
A divergence indicator would trigger the obligation to intervene by the monetary 
authorities concerned, when the divergence had reached a threshold of 75% of the 
divergence margin, i.e. when a currency was revalued or devalued by 1.6875%58 
compared with the bilateral exchange rate, and in such cases the resolution indicated 
which corrective measures should be applied and required that failure to use these 
measures would have to be justified to the other authorities.
The intervention was assisted by lines of short-term credit funded by the deposit of 
one fifth of the central banks’ reserves, which had already been agreed in bremen. The 
proposal for a regulation had already been presented. The brussels european Council 
resolution determined the amount as eCu 25 billion; eCu 14 billion of this was for 
short-term credit and eCu 11 billion was for medium-term credit, though the resolution 
did not concern itself with how this would be assigned.
The resolution also provided for the possibility that european countries with particularly 
close links with the Community could participate in the System and, without going into 
the details, it provided for the coordination of exchange policies towards currencies 
outside the eMS and consultation with the monetary authorities that managed them.
It also assigned the tasks involved in implementing the System, to the Council of 
Ministers, the Commission and the central banks, setting deadlines so that the eMS 
could enter into force by the start of 1979.
lastly, for the purpose (not directly expressed) of encouraging all the Member States 
to participate in the eMS, the resolution set a reference framework for strengthening 
the economies of the less prosperous countries, inviting the Council of Ministers 
to strengthen the procedures for coordination on economic policies to encourage 
convergence and, having pointed out that economic development was primarily the 
responsibility of each Member State, it invited the Community institutions and the eIb 
to make loans on special terms available to the less prosperous Member States up to a 
value of one billion units of account over five years, provided that they joined the eMS.
However, the resolution of 5 December made one omission regarding the european 
Monetary Fund, on which the european Council had not been able to reach agreement. 
The failure to reach agreement is presented very diplomatically in point 1.4 of the 
resolution, as part of the second phase of the eMS, which also consisted of developing 
the use of the ecu:

We remain firmly resolved to consolidate, not later than two years after 
the start of the scheme, into a final system the provisions and procedures 
thus created. This system will entail the creation of the European 
Monetary Fund as announced in the conclusions of the European 
Council meeting at Bremen on 6 and 7 July 1978, as well as the full 
utilisation of the ecu as a reserve asset and a means of settlement. It 
will be based on adequate legislation at the Community as well as the 
national level.

58 2,25 x 0,75 = 1,6875.
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The reasons for this omission were firstly the firm conviction held by Germany that 
establishing a european Monetary Fund could only be achieved by amending the 
Treaty. The second reason was the desire to give the Fund specific functions of a central 
bank or government, a desire to which once again Germany was firmly opposed. For 
Germany, these functions would have been an obstacle to the possibility of setting up a 
proper european central bank, independent of the governments, later on. lastly, there 
was the fear that the european Monetary Fund would create international liquidity.
Three countries, Ireland, Italy and the united Kingdom, did not announce their 
participation in the eMS at the european Council, waiting until they had discussed 
the matter in more detail internally. Italy joined on 12 December followed by Ireland 
three days later59. The united Kingdom, however, decided to remain outside, following 
the evolution of the System sympathetically. The british Prime Minister, James 
Callaghan, in his declaration at the end of the Council, saw the eMS as the prelude 
to a new attempt to achieve greater stability with the involvement of other currencies, 
particularly the dollar. The President of the Commission, roy Jenkins, also judged the 
system a limited success, at least when all nine Member States would be participating 
in it, while the declarations made by Giscard d’estaing and Schmidt showed greater 
conviction. Giscard claimed that the initiative was a French idea and emphasised the 
need to abandon compensatory amounts. Schmidt pointed out the benefits of the eMS 
for economic growth and reducing unemployment60.

5. Parliament’s position on the eMS after the Brussels european Council
One month after the resolution of 18 November 1978, Parliament gave a more 
enthusiastic welcome to the outcome of the brussels european Council. Its response 
followed the debate on the German Presidency’s declarations on the european Council, 
in which German Foreign Minister Hans-Dietrich Genscher, having explained the eMS, 
announced that Italy’s reservations about participating in the system had fallen away, 
and concluded on a hopeful note:

To be sure, the impulse to greater growth and stability would be stronger 
and the advantage to the Community greater if all the Member States 
could participate fully in the new system from the outset.
However, the decisive point is that the EMS is a Community system 
decided by the European Council in which all the Community members 
took part. All have committed themselves to a greater convergence of 
economic policies with the aim of greater stability and growth61.

59 According to the speech made by roy Jenkins to Parliament during the debate on the eMS, Italian and Irish 
reticence was due to the lack of availability of parallel aid. eP Debates – part-session of 13 December 1978,               
OJ, Annex 237, p. 117.

60 european Commission, bulletin, 12-1978, p. 14.
61 eP Debates - part-session of 13 December 1978, OJ, Annex 237, p. 110.
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The european Parliament resolution62 welcomed the eMS, which would contribute to 
the development of investment, growth and employment, but regretted that not all 
the Member States would belong to it63. It also expressed the concern that the eMS, 
alongside its positive effects, would cause new disequilibriums, and to deal with these 
it called for greater convergence of national and Community economic policies. In view 
of this, it requested more money for the less prosperous countries.
The resolution that came 16 months later64 was fuller and more complex; it expressed 
satisfaction at the work done in the meantime by the Committee on economic Affairs 
and at a more detailed accompanying report, and it looked in some detail at the issues 
of the first fifteen months of the system’s existence. The broadly positive verdict on the 
principle was accompanied by a few criticisms:

3. notes, however, that the EMS is still precarious and vulnerable in 
three fundamental respects: the failure to establish a genuine process of 
economic convergence and the inadequate coordination of the economic, 
financial and monetary policies of the countries involved, the inadequacy 
of the monetary and credit instruments and the lack of a coordinated 
policy with regard to the international monetary system and the dollar 
in particular.

Interestingly, the accompanying report was more critical than the resolution, considering 
reflection on the coherence of the system and on the technical description to have been 
inadequate because of circumstances and political interests (the Franco-German agreement), 
which significantly (and in some respects unjustifiably) accelerated the phase of entering into 
the agreements. The accompanying report saw a big difference between the idea that 
emerged from the bremen european Conference, of the system as a stage in the process 
of economic integration, and the concept that emerged from brussels, which had reduced 
the eMS to an agreement about exchange rates, and it commented on how the resolution 
of 5 December 1978 was rather hurried on the subject of the basic economic conditions needed 
for the success of the area of economic stability.

62 eP resolution of 13 December 1978 on the establishment of a European Monetary System, OJ C 6, 8.1.1979, p. 45 
following the emergency motion for a resolution with the same title by M. Pisani on behalf of the economic 
Committee, Doc. b-518/78.

63 On the date the resolution was approved, Italy had lifted its reservations, but Ireland had not yet done so and 
it was clear at that stage that the united Kingdom would not participate.

64 eP resolution of 17 April 1980 on the European Monetary System (EMS) as an aspect of the international monetary 
system, OJ C 117, 12.5.1980, p. 56, following on from the report of the same title by the economic Committee, 
Doc. 63/80. rapporteur: G. ruffolo.
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brussels european Council, 4-5/12/1978. Drawing on the conclusions of the German Presidency, the main topics for discussion 
between the heads of state and government were the european Monetary System (eMS), the economic and social situation and 

the enlargement of the eC.

Demonstration for a single european currency (5/12/1978).

© european union, 2011. (Source: european Commission Audiovisual library)

On the specific subject of economic policy convergence, there were significant 
differences in tone between the resolution and the report. The resolution, having 
identified the inadequacies and delays in the convergence process, expressed the hope 
that new common policies would emerge and the existing ones would be strengthened, 
mentioning agricultural and regional policy in particular; there would be an increase 
in Community resources to support the new policies; and there would be a multiannual 
Community programme aimed at achieving growth.
For its part, the accompanying report identified ambiguities and misunderstandings on 
the real meaning of convergence and the parallel measures, which were reflected in the 
divergence of views with which the Member States regarded the eMS:

21. Schematically, it can be said that the more prosperous countries 
understand convergence to be the discipline of an obligation of stability 
(in other words, the reduction of inflation); the less prosperous countries 
understand it to be the coordination of growth objectives in order to 
eliminate the risks of deflation that come with signing up to exchange 
rate agreements.

From this general observation, the report leads to a series of negative ramifications for 
the exchange rate agreement, its instruments and convergence, eventually stating that 
the eMS could become unstable and lead either to adjustment costs that are probably 
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unsustainable for the less prosperous countries or alternatively to a loosening of the 
system with frequent parity adjustments.
As far as the financial and monetary instruments were concerned, the resolution invited 
the european Council to complete the second phase by March 1981, as anticipated, 
involving the european Parliament in decisions, and emphasised the importance of 
establishing the Monetary Fund, which would fulfil the role of a central monetary 
authority with sufficient autonomy to exercise control over the euro-currencies. In this 
context the ecu was to become a reserve and payment instrument in international trade:

19. is convinced that, with stronger economic cohesion between the 
countries involved (A) and the creation of common monetary policy 
instruments (B), the ecu will be able to play an important part in restoring 
balance to the international monetary system; as an international reserve 
currency the ecu could thus facilitate the recycling of the oil deficit by 
alleviating the increasingly serious debt problems of the developing 
countries; this should be accompanied by the reform of the international 
monetary system to enable the oil-producing countries to have a full 
share in its management – and in the related responsibilities – and to 
provide substantial financial support to the poorest countries.

6. The development of the european Monetary System (1979-1983)65

In the course of its existence the eMS experienced periods of turbulence alternating 
with periods of relative stability.
The first four years (1979-1983) were turbulent, and included seven realignments. 
During this period, uS monetary policy was restrictive and the dollar rates increased 
significantly, facing the other countries with the difficult choice between adjusting their 
own rates and devaluing their currencies. Inflation also increased because of an increase 
in oil prices, but also for other reasons.
In europe public spending deficits were on the increase and economic policies were 
tending to diverge. In some countries, including France, attempts to combat recession 
were made by increasing public spending, while German public opinion expressed 
concern about inflation and public spending deficits; in 1982 Schmidt was replaced by 
Kohl with a new government. The first victim of this new state of affairs was the second 
phase of the eMS, which was postponed until better times, without a specific date.
The first realignment in September 1979 was a small one, and concerned the German 
mark and the Danish krone; its purpose was to adapt the exchange rates to the weakness 
of the dollar, but it came shortly before the reversal of uS monetary policy, mentioned 
above. The second, in November of the same year, concerned only the Danish krone, 
for which the Copenhagen government requested a 5% devaluation to improve the 
country’s competitiveness. There followed a 16-month period in which the tensions over 
the mark that appeared in the final quarter of 1980 were tackled by market intervention, 
until the third realignment in March 1981 following a request by Italy, which was coping 

65 This section and the next on the development of the eMS are based mainly on D. Gros, N. Thygesen, Op. cit., 
pp. 77-102, which should be consulted for a more thorough treatment.
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with a big difference between its own inflation rate and that of the other Community 
countries, to devalue the lira by 6%.
The fourth realignment (on 5 October 1981) followed the change of government in France 
with the election of Mitterrand. In the third quarter of 1981, the increasing instability of 
the French franc was kept with great effort within the margins by massive interventions. 
A realignment followed, including a revaluation of the mark by 5.5% and a devaluation 
of the French franc by 3% with the involvement of the other currencies.
The fifth realignment (on 22 February 1982) was similar to the second: a devaluation 
request, for competitiveness reasons, of 12% for the belgian franc, and of 7% for the 
Danish krone for the same reasons. These percentages were considered excessive and 
so a compromise was reached. The belgian franc was devalued by 8.5% and the krone 
by 3%.
The French franc continued under pressure, and in June 1982 there was a sixth 
realignment, with a 4.25% revaluation of the German mark, a 5.25% devaluation of the 
French franc and a 2.25% devaluation of the Italian lira. In March 1983 the seventh 
realignment took place, involving all the currencies, though the main reason for it was 
once again the devaluation of the French franc against the German mark (by 8%).
This period is characterised by devaluations of the currencies of countries with high 
inflation against the German mark, which in fact played a pivotal role that the eMS had 
not anticipated. In two cases the realignments were at the request of countries whose 
currencies were relatively stable (belgium and Denmark) but whose governments 
wanted to devalue for competitiveness reasons, which fell outside the scope of the 
system. The acceptance of these measures suggests that the governments believed 
unilateral intervention was in reality still possible, despite the discipline of the eMS.

7. The development of the european Monetary System (1983-1987)
The second period in the life of the eMS, from 1983 to 1987, was characterised by relative 
stability against the instability of the dollar, which reached its height in February 1985 
only to fall again in the next two years.
Only two years after the seventh realignment, an eighth was necessary (on 22 July 1985), 
which consisted of an 8% devaluation of the lira against all the other currencies in the 
system, to cope with the serious situation in Italy where there was a constant increase 
in the budget deficit and the balance payments deficit and higher inflation than in 
any of the other countries participating in the eMS. The devaluation of the lira was 
accepted because of its revaluation in the previous period and because of assurances 
by the government in rome that taxes would be increased to prevent the budget deficit 
increasing even more, instead of the adaptation of domestic policies that had not taken 
place.
The ninth realignment (on 7 April 1986) once again concerned the French franc, which 
was devalued by 6% against the German mark and the Dutch florin following a request 
made by the government in Paris to suspend the eMS margins to deal with pressure 
from the markets which, because of France’s new political situation, were counteracting 
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the devaluation of the franc66 and had taken at least four currencies outside the margins 
of exchange with the franc.
The tenth realignment (on 4 August 1986) concerned the Irish punt, which had had a 
similar experience to the Italian lira before the eighth realignment: initially it had been 
revalued against the German mark, permitted by the fact that the external effects of 
its high inflation were offset by the fortunes of the british pound67, which had been 
revalued since the start of the eMS; after 1981, it was devalued by 8% against all the 
other currencies, due to the devaluation of the pound sterling (by 20% in 1986).
At the start of 1987, the international monetary situation was difficult: in the last few 
months of 1986, the dollar had started to devalue again, making the general context 
turbulent and forcing the German mark up in value, while the French monetary 
authorities were not managing to contain the loss of value of the franc. Through the 
mutual recriminations of the French and German monetary authorities, the eleventh 
realignment was reached (on 12 January 1987), with the revaluation against all the other 
currencies of the German mark and the Dutch florin by 3% and of the belgian and 
luxembourg francs by 2%. This realignment was also important politically because, 
in the ecofin Council that agreed it, the French Finance Minister Édouard balladur 
presented a memorandum that was rather critical of the eMS. This was followed up by 
the start of a debate on the urgency of monetary union, which would revive it68.

8. The development of the european Monetary System (1987-1999)
The five-year period from 1987-1992 was characterised by exceptional exchange 
rate stability due solely to intervention by the monetary authorities, with just one 
realignment. Nevertheless, the average inflation rate of the participating countries rose 
from 1% in 1986 to 4% in 1990, though in a group of seven countries inflation stayed 
very low and in 1989/1990 practically disappeared in Germany, to rise again in 1992 as 
an effect of unification. On the other hand, it was high in Italy and in the two countries 
that had joined the eMS in the meantime, Spain and the united Kingdom. Two groups 
of countries with very different economic situations were therefore defined.
The difference between their interest rates fell to around 2% in the countries in the 
first group, excluding Ireland. In 1989 Germany had a significant balance of payments 
surplus, which rapidly reduced in successive years, turning into a deficit of 1.2% of GDP 
in 1991. The deficits of the other countries were tending to reduce. Generally, it can be 
said that the eight countries in the eMS from the beginning were in a relatively solid 
position in their accounts with the outside world. Three countries, Italy, belgium and 
Denmark had serious public spending deficits; Italy’s amounted to 10% of its GDP.
The dollar continued to fall, especially after the cash injection by the Federal reserve 
to deal with the uS stock market crash of 19 October 1987. In reaction, the mark rose in 

66 With the National Assembly election, in which the centre-right had dominated, the government was now supported 
by a different majority from the one that had elected Mitterrand (in what was known as ‘cohabitation’).

67 The united Kingdom was Ireland’s largest trading partner. 
68 See the first section of the next chapter for greater detail.
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value and the French franc fell, only to rise again in November following a coordinated 
interest rate manoeuvre by the French and German monetary authorities.
At the end of the five-year period, in September 1992, another turbulent phase began on 
the foreign exchange markets, which lasted until July of the following year. At the start 
of this phase the dollar collapsed against the mark following a high interest rate rise by 
the bundesbank in July to combat inflation. Despite strong pressure on Germany from 
the Member States’ governments to do the opposite, the German monetary authorities 
made no commitments in this direction and the markets reacted.
The Finnish mark abandoned its pegging to the ecu and, despite massive intervention 
by the banca d’Italia and the bundesbank, the Italian lira fell below its lower fluctuation 
margin. The bundesbank stepped up pressure for a realignment, followed only by Italy. 
In this situation of conflict between the european monetary authorities, the German 
mark was revalued by only 7% against the lira, while German interest rates were shaved 
by 0.25% as regards the lombard rate and 0.50% as regards the discount rate. These 
decisions were adopted on 14 September 1992 and two days later the markets suffered 
Black Wednesday, in the aftermath of which the british pound, afflicted by the weakness 
of the british economy and by high interest rates, was withdrawn along with the lira 
from the european Monetary System, and the Spanish peseta was devalued by 5%. In 
November the peseta and the Portuguese escudo were devalued by 6% and underwent 
further devaluations by 8.5% and 6.5% respectively in May 1993. In January 1993 the 
Irish punt was devalued by 10%.
The devaluations of September 1992 and the subsequent months were adopted in 
such an informal way that they could not be considered realignments like in the 
previous periods, but more as emergency measures within the framework of currency 
interventions by the monetary authorities.
After the crisis in 1992-1993, the markets remained calm for 18 months while the 
european economies started to grow again and the united States adopted a restrictive 
monetary policy. However, in August 1993 the ecofin Council enlarged the margins of 
fluctuation to 15% in a decision criticised by the european Parliament69.
In January 1995 the Austrian schilling joined the eMS. That year, predictions of an 
increase in French inflation due to the economic policy announced by Chirac during the 
1994 presidential election campaign weakened the French franc, while the Italian lira 
and the Swedish krone, both outside the eMS, remained weak. The dollar was also weak 
that year, and european growth slowed. In March the Spanish peseta was devalued by 
7% and the Portuguese escudo by 3.5%.
In 1996 the Finnish mark and the Italian lira entered the eMS to avoid potential legal 
difficulties for their respective countries when it came to joining the future single 
currency. This was due to the criterion on monetary stability laid down in the Maastricht 
Treaty, which was interpreted by some as an obligation to participate in the eMS for two 
years prior to the start of the new currency. There was some hesitation about these two 
re-entries, particularly that of Italy, and indeed both countries had difficulties keeping 
their exchange rates within the eMS margins.

69 See the next section.
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9. european Parliament resolutions on the development of the eMS
The european Parliament turned its attention to the eMS twice during the period of 
turbulence that characterised its first five years . It did so after the fifth realignment70. It 
did so after the fifth realignment71, pour solliciter d’un côté le lancement de la seconde 
phase du SMe, sur la base de sa proon the one hand, to seek the second phase of the eMS 
in the wake of its resolution of 17 April 1980 and, on the other hand, to seek measures 
to extend the use of the ecu.
The resolution adopted a few months later72, which expresses concern (emphasised 
in the report) about the impact of monetary instability on the pursuit of economic 
activities, was more involved. The hope for a european monetary authority and the 
extension of the use of the ecu, now expressed almost as a ritual, was accompanied by 
an invitation to throttle inflation and to draw up concrete proposals for an international 
monetary agreement, negotiated as a Community, to counteract the repercussions of 
the monetary policies of third countries, particularly the united States. At european 
level, the resolution called for negotiations with the united Kingdom and Greece to join 
the eMS and at the same time for the participation in the system of Spain and Portugal, 
which at the time were candidates to join the Community. Internally, the removal of 
exchange controls was called for.
In the second period of the eMS73, characterised by relatively stability in contrast to the 
instability of the dollar, the european Parliament gave its opinion74 on both the european 
system and the international system, prompted mainly by the difficulties of the latter 
and concerned about the weakness of the dollar. The impetus for the resolution came 
from the New York Summit of 22 September 1985 on the problems of the dollar, but the 
analysis of the situation went beyond the scope of the Summit and is summed up in one 
point of the accompanying report:

7. The current disequilibrium in the international monetary situation is 
structural in origin and is also born out of the major differences in the 
way monetary policy measures are implemented by the most important 
industrialised countries in the West, particularly the high real interest 
rates across the USA. These therefore require a significantly different 
approach from the one suggested so far. Major effort should be directed 
at international cooperation on economic activity and stimulation, 
international trade and appropriate forms of monetary cooperation.
Sticking to an agreement based on pragmatic consensus day after day 
means focusing on the symptoms and not the causes…

70 See section 5 of this chapter.
71 eP resolution of 15 October 1981 on the realignment of monetary parities of 4 October 1981, OJ C 287, 9.11.1981, p. 

85, following the motion for a resolution Doc b1-599/81 tabled by the Italian MePS from the Communist and 
Allies Group.

72 eP resolution of 17 February 1982 on the European Monetary System, OJ C 66, 15.3.1982, p. 45, following on from 
the report of the same title by the Committee on economic and Monetary Affairs, Doc. 971/81. rapporteur: 
Purvis.

73 See section 5 of this chapter.
74 eP resolution of 20 February 1986 on the European Monetary System, OJ C 68, 24.3.1986, p. 134, following on 

from the report of the same title by the Committee on economic and Monetary Affairs, Doc. 196/85. rapporteur: 
bonaccini.
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In line with this analysis, the resolution called for the measures to deal with the world’s 
monetary problems to be accompanied by trade and economic agreements that would 
guarantee cooperation and development in the different parts of the world. but it was 
on the eMS that the resolution really spoke clearly and specifically, and this is summed 
up by the following point:

25. [The European Parliament] emphasises the fact that strengthening 
the European Monetary System demands the removal of obstacles that 
continue to prevent the various currencies in the European Monetary 
System from being in the same position (non-participation in the exchange 
rate mechanism, wider fluctuation margin) and calls at once for all the 
Member States that signed the agreement establishing the European 
Monetary System to participate in the exchange rate mechanism; 
observes that recent events (the fall in oil prices and the listing of the 
British pound) have amply demonstrated how the anomalous position of 
the British pound can be dangerous both for the EMS and for the ecu; 
believes in particular that the United Kingdom should join the EMS 
intervention mechanism, the support instruments of which are designed 
to prevent dangerous fluctuations in the short term. Participation by the 
United Kingdom would give the EMS greater weight if it is true that 
London remains one of the world’s most important financial centres. As 
for Italy, it should abandon the exception clauses it has resorted to and 
should not go outside the normal margins of fluctuation.

In the period of monetary stability at the end of the 1980s, the european Parliament was 
pleased with the results achieved by the eMS in the first ten years of its life, allowing 
the Member States to conduct more than half of their trade on the basis of predictable 
exchange rates. However, it still considered the coordination of national monetary, 
economic and budgetary policies to be insufficient and called for the united Kingdom 
to join the eMS and Italy gradually to give up its special fluctuation margins75.
Some months after the end of the 1992-1993 crisis the european Parliament approved a 
resolution76 that linked the themes of the eMS with the completion of Monetary union, 
which the Maastricht Treaty had finally sanctioned.
The starting point was original aims of the eMS which, according to Parliament, were 
solving the problems of the irreconcilable triad, as the accompanying report, which 
focused on them, called the three aspects of monetary policy: managing exchange rates, 
freedom of movement of capital and mutual autonomy of monetary policy on exchange 
rates. Although reconciliation of the triad was not achieved, the eMS had still provided 
relative stability in its first fifteen years, though it was now paying for the weight of 
the international money markets that had grown over time, while the decision taken in 
August 1993 to widen the margins for fluctuation to 15% was seen as the introduction 

75 eP resolution of 14 April 1989 on the process of European monetary integration, OJ C 120, 16.5.1989, p. 331, 
following on from the report of the same title by the Committee on economic and Monetary Affairs, Doc. 
14/89. rapporteur: O. Franz.

76 eP resolution of 27 October 1993 on EMS plus 1992 Programme: Lessons to be drawn for the Implementation of 
EMU, OJ C 315, 22.11.1993, p. 91, following on from the report of the same title by the Committee on economic 
and Monetary Affairs, Doc. 294/93. rapporteur: J. Cravinho.
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of managed fluctuation that held serious dangers of competitive devaluations and 
negative repercussions for the common agricultural policy, the Community budget and 
monetary coordination itself.
In its present state the eMS, reduced solely to managing exchange rates, could not tackle 
imbalances in the fundamentals, competitiveness, inflation, pay agreements or balance 
of payments and public spending deficits. Consequently the european Parliament:

7. considers it imperative that any proposal to reform the EMS at the 
start of the second phase77 should be formulated only with reference to 
the Treaty on European Union, having regard to the principles set out 
in the Maastricht Treaty and the need to develop fully the tasks and 
responsibilities of the European Monetary Institute (EMI); consequently 
proposes, in order to overcome the current monetary crisis and improve 
developments and coordination in the monetary field, that the authorities 
should improve their voluntary cooperation on monetary policy during 
the second phase, as provided for in Article 109 F of the EC Treaty and 
in the EMI’s statutes.

10. A final judgment of the eMS
The Delors report, which will be discussed extensively in the next chapter, gives 
a positive verdict on the eMS, shedding light on its shadows, and makes a suitable 
conclusion to this chapter:

At the same time, the EMS has not fulfilled its full potential. Firstly, 
a number of Community countries have not yet joined the exchange 
rate mechanism and one country participates with wider fluctuation 
margins. Secondly, the lack of sufficient convergence of fiscal policies as 
reflected in large and persistent budget deficits in certain countries has 
remained a source of tensions and has put a disproportionate burden on 
monetary policy. Thirdly, the transition to the second stage of the EMS 
and the establishment of the European Monetary Fund, as foreseen by 
the Resolution of the European Council adopted in 1978, have not been 
accomplished.

77 Of monetary union, as provided for in the Maastricht Treaty.
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1. From the Single european Act to the Hannover european Council (June 1988)
With the Single european Act (SeA) of 17 and 28 February 1986, which entered into 
force on 1 July 1987, economic and monetary cooperation gained autonomy within the 
eeC Treaty, to which Article 20 of the SeA added an Article 102A:

1. In order to ensure the convergence of economic and monetary policies 
which is necessary for the further development of the Community, 
Member States shall cooperate in accordance with the objectives of Article 
104. In so doing, they shall take account of the experience acquired in 
cooperation within the framework of the European Monetary System 
(EMS) and in developing the ecu, and shall respect existing powers in 
this field.

2. In so far as further development in the field of economic and monetary 
policy necessitates institutional changes, the provisions of Article 
236 shall be applicable. The Monetary Committee and the Committee 
of Governors of the Central Banks shall also be consulted regarding 
institutional changes in the monetary area.

This was an article of policy that, although it did not lay down the principles of 
monetary policy, formally established it as an essential part of economic and monetary 
cooperation and recognised the role of eMS and the ecu in orientating politicians 
towards consolidating this cooperation.
The european Parliament looked only marginally at economic and monetary 
cooperation in its resolutions on the Single european Act, which was mainly dedicated 
to the institutional aspects of the Act. The report accompanying a resolution78 that 
came half way between the signature of the Act and its entry into force79, regretted that 
Article 102A essentially saw monetary cooperation as intergovernmental, disregarding 
its Community dimension, but this sentiment was not echoed in the resolution; a 
subsequent resolution80 saw monetary convergence as a condition for the creation of 

78 eP resolution of 11 December 1986 on the Single European Act, OJ C 7, 12.1.1987, p. 105, following on from the 
report of the same title by the Political Affairs Committee, Doc. 169/86. rapporteur: l. Planas. 

79 eP resolution of 13 May 1987 embodying the opinion of the european Parliament on the Communication from 
the Commission of the european Communities entitled: Making a success of the Single Act - A new frontier for 
Europe, OJ C 156, 15.6.1987, p. 52, following on from the report of the same title by the Temporary Committee 
for the Success of the Single Act, Doc. 42/87. rapporteurs: e. barón Crespo, K. von Wogau.

80 From 1986 to 1988 Édouard balladur was a minister in Chirac’s second government under the Mitterrand 
Presidency.
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a common economic area. This convergence, of which the eMS was the pillar, was to 
allow the abolition of compensatory amounts and the creation of an autonomous system 
with a european Central bank.
The Single european Act was not yet in force when, towards the middle of 1987, the 
French Finance Minister Édouard balladur presented a memorandum on the eMS that 
criticised its mechanisms, accusing them of distorting the distribution of interventions 
among the central banks. These mechanisms did in fact force the central bank with 
the currency at the lowest margin of the permitted band to intervene and shoulder the 
related costs, even if it was not responsible for the tensions, while the central banks of 
countries pursuing excessively restrictive monetary policies were excused from having 
to do this. The result was a general tendency among the european currencies to revalue 
against the dollar, contrary to europe’s own interests.
This criticism, which was clearly (if not explicitly) levelled against Germany, found 
converts: firstly, the Italian Treasury Minister Giuliano Amato81, who in turn presented 
a memorandum focusing on the reduction of the growth potential of other european 
countries caused by the German mark, which was still fundamentally undervalued. 
Italy supported the liberalisation of capital movements and convergence in the field 
of taxation and control of capital, as well as the creation of a mechanism within the 
framework of the eMCF that would provide the capital market with the necessary 
resources to grant loans in compensation for capital movements.
The French and Italian memorandums, though detailed in terms of their criticisms, were 
more vague when it came to the solutions for achieving monetary union, about which 
balladur said extremely little while his Italian colleague emphasised the importance of 
a common approach to inflation.
Germany responded in the first few months of 1988 with two separate memorandums, 
one by its Foreign Minister, the other by its Finance Minister. The former, Hans-Dietrich 
Genscher82, went beyond the bounds of the Single european Act and formally launched 
the debate on a genuine monetary union, which was necessary for the completion of the 
internal market, and he put forward the idea of a european central bank, explaining its 
characteristics and how it would be created. This position, which was a significant break 
with Germany’s traditional position on monetary affairs, set out for the european central 
bank what were actually the principles of the bundesbank: autonomy, the separation of 
its functions from public sector financing and prioritising the fight against inflation.
The memorandum by the Finance Minister, Gerhard Stoltenberg83, focused mainly on 
the liberalisation of capital, for which a proposal for a directive was under discussion. 
This measure was of fundamental importance and could not be delayed by concerns 
regarding balances of payments, and the memorandum distanced itself from Italian 
demands for safeguard clauses and the harmonisation of taxation of capital. The 
Stoltenberg memorandum also expressed similar views to those of Genscher on the 
desirable characteristics of a european central bank, but it did not go into how such a 
bank would be achieved.

81 At the time of the memorandum, Giuliano Amato was a minister in the Goria government.
82 Hans-Dietrich Genscher was Foreign Minister in the Kohl government.
83 Gerhard Stoltenberg was Finance Minister in the Kohl government.
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A few months after the Single european Act was signed, in advance of and in parallel 
with the expression of the government positions outlined above, the two authors of the 
eMS, Valéry Giscard d’estaing84 and Helmut Schmidt85 set up a committee for european 
monetary union, whose members were key political and economic figures. In April 
1988 this committee published a detailed document on the achievement of monetary 
union, specifying the responsibilities and powers of the european central bank and its 
relations with the political authorities. The committee also encouraged the setting up of 
the Association for the Monetary union of europe, in which major european industries 
participated and which represented entrepreneurial interests that were generally in 
favour of a single currency86.
The Hannover european Council of 27 and 28 June 1988 took place in a climate that was 
generally favourable to achieving monetary union. This european Council decided to 
pursue the goal set by the Single european Act of completing economic and monetary 
union, providing for the adoption of the operative provisions by the following year 
and setting up a committee to prepare them, chaired by Jacques Delors, then President 
of the Commission; the governors of the central banks were asked to be members of 
this committee, along with one other member of the Commission and three members 
appointed by name: Niels Thygesen, Professor of economics at Copenhagen university, 
Alexandre lamfalussy, General Manager of the bank for International Settlements, and 
Miguel boyer, President of the banco exterior de españa.

2. The Delors Report87 and the 1989 european Councils (Madrid and Strasbourg)
On 12 April 1989 the report commissioned by the Hannover european Council was 
presented. It foresaw the general objective of an economic and monetary union that 
would preserve the specific features of the various Member States.

16. Economic and monetary union in Europe would imply complete 
freedom of movement for persons, goods, services and capital, as well 
as irrevocably fixed exchange rates between national currencies and, 
finally, a single currency. This, in turn, would imply a common monetary 
policy and require a high degree of compatibility of economic policies 
and consistency in a number of other policy areas, particularly in the 
fiscal field. These policies should be geared to price stability, balanced 
growth, converging standards of living, high employment and external 
equilibrium. Economic and monetary union would represent the final 
result of the process of progressive economic integration in Europe.
17. Even after attaining economic and monetary union, the Community 
would continue to consist of individual nations with differing 
economic, social, cultural and political characteristics. The existence 
and preservation of this plurality would require a degree of autonomy 

84 From 1986-1988 Valéry Giscard d’estaing was a French deputy.
85 In 1986 Helmut Schmidt retired from politics.
86 In the next chapter a controversial study of this association will be discussed.
87 Report on economic and monetary union in the European Community, in ‘europe Documents’, 20.04.1989, No 

1550/1551, p. 1-21. Here it is taken from the site http://www.cvce.eu.
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in economic decision-making to remain with individual member 
countries and a balance to be struck between national and Community 
competences. For this reason it would not be possible simply to follow 
the example of existing federal States; it would be necessary to develop 
an innovative and unique approach.

The plan for achieving monetary union was in three stages, two in the transitional 
period and the third being the final scheme, though no times or dates were given except 
for the start of the process set for 1 July 1990 at the latest. The failure to define a calendar 
was justified by the report as being due to the impossibility of specifying in advance 
what the conditions would be for moving from one stage to the next, conditions on 
which the committee had difficulty reaching agreement particularly as regards the 
passage from the second to the third stage. On the other hand, the objectives and the 
fundamental measures of each stage were defined.
The purpose of stage one was to aim at a greater convergence of economic performance 
through the strengthening of economic and monetary policy coordination within the existing 
institutional framework. In this stage, which was in essence a continuation of the eMS, 
the amendments to the Treaty necessary from the next stage would also be defined. 
Strictly from a monetary point of view, the planned actions were essentially as follows:
-  removal by means of appropriate Community directives of all the remaining barriers 

to freedom of movement of financial services and capital, creating a true european 
financial space,

- removal of the remaining obstacles to the private use of the ecu,
- increasing the central banks’ autonomy,
-  strengthening the powers of the Committee of Central bank Governors, which would 

be consulted in advance on any decisions by the national authorities concerning the 
supply of money.

Another measure, supported by only some of the committee members, was the setting 
up in stage one of a european reserve Fund that would foreshadow the future system 
of central banks to be established in stage two.
In addition to these measures there was the hope that the eMS would be extended to 
all the Community currencies on the basis of operating rules that did not allow for 
exceptions.
The principal purpose of the second stage, which would require amendment of the 
Treaty, was to train the Community institutions and others involved in monetary 
union in the exercise of their new functions. Strictly from a monetary point of view, 
the most important new feature of this stage was the setting up of a european System 
of Central banks (eSCb), which would absorb the eMCF, the monetary committee, the 
Committee of Central bank Governors and the other bodies that existed in the field; 
its key task would be to begin the transition from the coordination of independent national 
monetary policies by the Committee of Central Bank Governors in stage one to the formulation 
and implementation of a common monetary policy by the ESCB itself scheduled to take place in the 
final stage. essentially it was a question of a making a gradual and rather tricky transfer 
of responsibilities from the Member States to the Community. The other features of 
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the second phase were the exceptional nature of realignments and the reduction of the 
margins of fluctuation.
Strictly from a monetary point of view, the third stage was characterised by the adoption 
of fixed exchange rates between the currencies that would ensure the transition to a single 
monetary policy eventually run by the eSCb, which would manage the interventions 
and pooled reserves entrusted to it. During the third stage the single currency would 
be adopted.
One crucial problem that arose was how national fiscal policies, particularly concerning 
budgets, would be managed in the context of monetary union. This problem was made 
even more awkward by the serious deficits of two Member States, Greece and Italy, 
which could have constituted a risk to the stability of the system. On the one hand, 
mainly on the part of Germany, there was a desire for mandatory coordination of 
budgetary policies, but this was opposed by other parties, preventing the report from 
following the lead of the Werner report, which had heralded a ‘centre of decision for 
economic policy’. The Delors report considered the ecofin Council an appropriate 
forum for coordination88.
The Madrid european Council on 26 and 27 June 1989 approved the Delors report, 
giving the relevant Community bodies, first and foremost the ecofin Council, a mandate 
to take the necessary measures to allow stage one to begin on the date indicated in the 
report (1 July 1990) and to undertake the work for the complete and adequate preparation 
of the Intergovernmental Conference provided for in this stage.
The ecofin Council in turn requested a working party of senior officials chaired by 
Élisabeth Guigou to take on the tasks it had been asked to undertake89. It was a matter 
of bringing into the political arena the outcome of the Delors report (the committee of 
which did not include any members of national governments) and making it acceptable 
to all the Member States; the second objective had not been met, as demonstrated by the 
opposition from the united Kingdom, which was proposing as an alternative monetary 
union based on competition between currencies and monetary policies.
The Strasbourg european Council of 8 and 9 December 1989 took note of the Guigou 
report and established that the first stage could start on the date planned. As a result 
it gave the Italian Presidency in the second half of 1990 the task of convening the 
Intergovernmental Conference. It was the Dublin european Council on 25 and 26 June 
1990 that actually decided it would open on 14 December 1990, at the same time as 
another Intergovernmental Conference on political union.

88 D.Gros, N. Thygesen, Op. cit., pp. 402-403.
89 A French senior official and politician. At the time the working party was set up she was Secretary General 

of the Interministerial Committee on questions of european economic cooperation (SGCI), reporting to the 
French prime minister.
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Jacques Delors at the commemoration of the 10th anniversary of the establishment of the eCu in 1989

© european union (Source: european Parliament Audiovisual library)

3. The Christophersen Report and the Rome european Council in 1990
The following year the Commission published a document on monetary union, the 
Christophersen report90, which in essence confirmed the conclusions of the Delors 
report, expressing irrefutably the Commission’s preference for a single currency: the 
advantages from a monetary union can only be reaped fully with a single currency, which would 
signal a point of no return and would eliminate the transaction costs that would be 
maintained by a system of national currencies with fixed exchange rates, particularly 
affecting small-sized operations.
The document made very clear its position on the fundamental objective of monetary 
policy:

The Community’s monetary policy and the institution responsible for 
it need to be committed explicitly to the objective of price stability (…) 
The stability commitment needs to be written into the basic legislative 
texts91.

90 Commission of the european Communities Economic and Monetary Union, 21 August 1990 Sec (90) 1659 final.
91 Ibidem, section 2.2.
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Thus was the German position affirmed, and for the first time a fundamental principle 
of monetary union was proclaimed that would subsequently be a matter of some debate: 
the priority of achieving price stability.
From an institutional point of view, the Commission document defined the european 
System of Central banks, which it named ‘eurofed’, composed of the existing central 
banks and a central body. This system should have:

a high degree of independence vis-à-vis national governments and other 
Community bodies. This independence should concern the system, which 
would include the existing national central banks, its working conditions 
and its agents. The appropriate means to meet this requirement are of 
two types: on the one hand, the freedom not to have to take measures 
likely to compromise the fundamental stability objective; and, on the 
other hand, the duration of the mandate as well as the appointment and 
dismissal conditions with regard to the persons called upon to serve the 
institution. In addition to Community legislation, national provisions 
should be adopted to ensure that the central banks enjoy the necessary 
independence vis-à-vis national authorities92.

To counterbalance eurofed’s independence, it needed to be democratically accountable 
for its actions through the form taken by its constitution, agreed rules ratified by the 
national parliaments, and the method of appointment of its president and the board 
members, which would be designated by the european Council after consultation with 
the european Parliament. eurofed should report periodically to the european Council 
and Parliament; the President of the Council and a Member of the Commission would 
attend meetings of its decision-making body.
echoes of the Commission document can be found in the conclusions (of notable 
importance) of the next european Council in rome on 27 and 28 October 1990, which 
not only announced the start date of the second stage, but above all sanctioned the 
agreement of eleven Member States (all except the united Kingdom) to create, for 
monetary union,

…a new monetary institution comprising Member States’ central 
banks and a central organ, exercising full responsibility for monetary 
policy. The monetary institution’s prime task will be to maintain price 
stability: without prejudice to this objective, it will support the general 
economic policy of the Community. The institution as such, as well as 
the members of its Council, will be independent of instructions. It will 
report to the institutions which are politically responsible.
With the achievement of the final phase of Economic and Monetary 
Union, exchange rates will be irrevocably fixed. The Community will 
have a single currency - a strong and stable ecu - which will be an 
expression of its identity and unity. During the transitional phase, the 
ecu will be further strengthened and developed93.

92 Ibidem, section 2.2.
93 Conclusions of the Presidency of the European Council of Rome, 27 and 28 October 1990, eP ‘Activities’, No 3/S 90, p. 6.
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As far as the start date for stage two, fixed at 1 January 1994, was concerned, this was 
based on the assumption that certain things would have been achieved: the completion 
of the single market one year before, the ratification of the new Treaty, the setting in 
train of a process designed to ensure the independence of the members of the european 
System of Central banks, prohibition of the monetary financing of budget deficits and 
wider participation in the eMS.
As regards passage to stage three, the european Council did not make any explicit 
statements but indicated that:

At the latest within three years from the start of the second phase, the 
Commission and the Council of the monetary institution will report to 
the Ecofin Council and to the General Affairs Council on the functioning 
of the second phase and in particular on the progress made in real 
convergence, in order to prepare the decision concerning the passage to 
the third phase, which will occur within a reasonable time94...

4. Monetary union in the european Parliament resolutions of 1989 and 1990
exactly two days after the Delors report was presented, and therefore independently of 
this report (at least formally), the european Parliament tackled the question of monetary 
integration with a broad and complex resolution95 that, prompted by the results of the 
eMS, saw monetary union as not a necessary but an important complement to the 
completion of the internal market. It still called for greater integration between national 
economic and fiscal policies and for the role of the ecu to be extended to private 
transactions.
More specifically, the resolution took the view that the failure of one or more Member 
States to join in could not stop the others from proceeding with monetary union by 
establishing a board of Governors.
The same inspiration lay behind the resolution that came a year later96, which set out a 
broad outline for monetary union, the content of which was essentially identical to that 
of the Delors report, to which it gave implicit political support diverging on only a few 
points and influencing the position expressed by the Commission at the end of August. 
The points of divergence from the Delors report were essentially a greater emphasis 
on the single currency as the final objective of monetary union, less restriction of the 
powers of the Member States on fiscal and budget matters and a second phase of the 
transitional period, shorter than planned in the Delors report. From a more general 
point of view, it was pleased at the decision by the Member States not to use monetary 
financing for deficits and expressed support for the idea of staggering the dates for 
joining, to allow countries that otherwise could not participate to join in the monetary 

94 Ibidem, p. 7.
95 eP resolution of 14 April 1989 on the process of European monetary integration … cit.
96 eP resolution of 16 May 1990 on Economic and Monetary Union, OJ C 149, 18.6.1990, p. 66, following on from 

the report of the same title by the Committee on economic and Monetary Affairs, Doc. 99/90. rapporteur: F. 
Herman.
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union; at the same time the resolution firmly rejected the idea of failure to fulfil the 
obligations provided for by monetary union.
A few months later, following its own resolution97 calling for the european Parliament’s 
involvement in the Intergovernmental Conference, Parliament expressed its position on 
the reform of the Treaty to achieve monetary union, in a complex text98. Formally it 
was not an opinion – such a thing was not provided for at this stage in the negotiations 
in the procedure for revising the Treaty; nor did it amount to participation in the 
Intergovernmental Conference, the form of which had not been defined. It was an 
independent statement of position.
There are points of convergence and divergence between Parliament’s position and 
the position of the Commission expressed in the Christophersen report, and the 
accompanying report gave ample space to a comparison of the two. The main point of 
convergence, which defined the european Parliament’s philosophy, was the obligatory 
nature of monetary union, which:

implique la circulation d’une monnaie unique, la conduite d’une seule 
shall imply the circulation of a single currency, the conduct of a single 
external and internal monetary policy and the establishment of a 
European system of central banks, including an autonomous European 
Central Bank99.

The expectation of a single currency in place of other possibilities for monetary union, 
which would allow a number of currencies to coexist or even to compete according to 
the british model, was based on the observation that the three conditions for monetary 
union set out in the Werner report100, with some widely recognised variants, essentially 
amounted to the same situation as having a single currency, which would therefore be 
an easier system for managing monetary union.
It is notable that Parliament spoke of autonomy and not independence of the Central 
bank, suggesting a more active role for the Community’s political institutions than 
the Delors report had advocated. As far as competences were concerned, however, 
the european Parliament wanted to give others to the Commission, in particular 
control over the banking system. The concept of autonomy is fully illustrated in the 
accompanying report, which defines it in general as the ability to decide for itself and the 
freedom to act that allow the politically agreed objectives of monetary policy to be achieved. This 
implies the exclusive power to create money with all the instruments at the disposal of 
the big central banks, though without ruling out consultation and cooperation with the 
Community institutions, whose economic policy objectives it should support, and with 

97 eP resolution of 23 November 1989 on the intergovernmental conference decided on at the European Council in 
Madrid, OJ C 323, 27.12.1989, p. 111 following the motion for a resolution by the Committee on Institutional 
Affairs, Doc. b3-471/89.

98 eP resolution of 10 October 1990 on Economic and Monetary Union, OJ C 284, 12.11.1990, p. 62, following on from 
the report of the same title by the Committee on economic and Monetary Affairs, Doc. 223/90. rapporteur: F. 
Herman.

99 last paragraph of Article 1, which the resolution of 10 October 1990 saw as an amendment to Article 102b of 
the Treaty.

100 Total, irreversible convertibility of currencies, complete freedom of movement of capital, abolition of margins 
of fluctuation and irrevocable fixing of exchange rate parities.
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the Member States. In view of this autonomy, an independent system of control should 
exist.
The european Parliament demanded greater powers over monetary union, in the 
different forms provided for in the Treaty, over the appointment of the governor and 
the board of the Central bank, and over the orientation and harmonisation of economic 
policies.
On the specific problem of the transitional scheme, the european Parliament, which 
accepted the idea of the gradual phasing in of monetary union, took a different opinion 
from the Delors report on the importance given in the first phase to strengthening the 
eMS and to the convergence of economic and monetary policies.

5. The work of the Intergovernmental Conference
The Intergovernmental Conference on economic and monetary union, which worked 
in consultation with the IGC on political union, opened on 15 December 1990 in rome 
and, apart from a subsequent legal review, finished its work one year later in time for 
the Maastricht european Council on 9 and 10 December.
The Conference fairly easily resolved the issues of the institutional system for the final 
scheme of monetary union, thanks to a contribution from the governors largely based 
on the Delors report. The negotiations encountered difficulties over the guidelines for 
managing budgetary policy in the Delors report. The criteria of a maximum deficit of 
3% of GDP and a maximum government debt of 60% of GDP were eventually adopted 
as the budgetary conditions for joining monetary union. As well as being conditions for 
entry, these criteria had to be maintained after the start of monetary union, otherwise 
sanctions would be applied.
The second matter raised at the Intergovernmental Conference was the conditions for 
moving from the second to the third stages of monetary union. The Delors report had 
not been specific about this, although some of its recommendations for the second stage 
had implied it would be of indeterminate length. We have seen how the rome european 
Council in October had been cautious about this tricky passage, making it dependent on 
a preliminary analysis of the results of the previous stage.
Within the Conference, three attitudes to this could be identified. The british, supported 
by Denmark, took the view that more experience was required of monetary union 
(which was desirable in itself) in order to establish when there was a sufficient level 
of convergence, and that consequently it could not constitute a commitment for the 
Member States. In other words, this attitude gave each Member State the right to 
defer every decision about monetary union and inspired the proposal by the Dutch 
Presidency, which was rejected by the majority of governments, to allow each Member 
State to opt for entry into the monetary union when the ecofin Council considered that 
the conditions for moving to the third stage had been met.
The second attitude, taken by Germany and the Netherlands in particular, focused on 
the conditions for launching the final scheme for monetary union, for which they gave 
convergence criteria. On the basis of this attitude it was not possible to determine in 
advance a specific date for the third phase.
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The third attitude, which was mainly that of Italy and France, was that setting a specific 
date for moving into the third stage would provide an incentive for achieving convergence 
either through market forces, which would accelerate convergence as regards goods and 
financial services, or through political forces, which would quickly take the necessary 
measures to achieve convergence.
The solution chosen by the Conference was a halfway house between the second and 
the third attitudes in that it accepted the formulation of the convergence criteria for 
moving to the third stage and it set precise time limits for meeting these criteria. even 
the first attitude was accommodated, limited to the two countries that supported it, 
the united Kingdom and Denmark. Although the Dutch proposal for a general opt-out 
clause was rejected, the two countries that supported this approach secured recognition 
of their own ability to opt out in a separate protocol101.

Group photo, rome Intergovernmental Conference, 14-15 December 1990

© european Communities (Source: Photographic Service of the Council of the eu)

The Treaty on european union, which was the result of the work done by the two 
Intergovernmental Conferences, was signed in the regional capital of limburg in the 
Netherlands on 7 February 1992 and, after a not particularly long ratification process, it 
entered into force on 1 November 1993, having been given a fairly bumpy ride with its 
rejection by the Danish people in the referendum of 2 June 1992, following ratification by 
the Danish parliament in May 1992. After the declaration by the edinburgh european 
Council in December 1992, which among other things waived the obligation on Denmark 
to participate in the third stage of monetary union102, a second referendum approved 
the Treaty on 18 March 1993.

101 The illustration of the three attitudes is taken from D.Gros, N. Thygesen, Op. cit., p. 408-409.
102 This declaration refers to the document ‘Denmark in europe’, which was presented by the Danish government 

and set out the main problems identified: the defence policy dimension; the third stage of eMu; citizenship 
of the union; cooperation in the fields of justice and home affairs; and the principle of subsidiarity. Quotation 
from the european Commission website: http://europa.eu/legislation_summaries/economic_and_monetary_affairs/
institutional_and_economic_framework/l25061_en.htm.
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6. economic and monetary union in the Maastricht Treaty103

Title VI – Economic and Monetary Policy was inserted into the Treaty on european union, 
or the Treaty establishing the european Community as the Treaty of rome was then 
known after the unification of the Communities. This Title was broken down into four 
chapters, respectively on economic policy, monetary policy, institutional provisions and 
transitional provisions, which governed the second stage of economic and monetary 
union starting on 1 January 1994, and the move to the third stage, the start date of which 
was fixed at 1 January 1999 at the latest. There were four protocols that integrated the 
provisions of Title VI104:
-  Protocol 3 on the Statute of the European System of Central Banks and of the European Central 

Bank
- Protocol 4 on the Statute of the European Monetary Institute
- Protocol 5 on the excessive deficit procedure
-  Protocol 6 on the convergence criteria referred to in Article 109j of the Treaty establishing the 

European Community
The chapter on economic policy provided for a reference framework for the national 
policies, which would be subject to surveillance by the Community institutions. A 
general definition of this reference framework was given in Article 102A:

Member States shall conduct their economic policies with a view to 
contributing to the achievement of the objectives of the Community, as 
defined in Article 2, and in the context of the broad guidelines referred 
to in Article 103(2)105. The Member States and the Community shall 
act in accordance with the principle of an open market economy with 
free competition, favouring an efficient allocation of resources, and in 
compliance with the principles set out in Article 3A.

Of particular significance for the purposes of monetary policy were the provisions 
on excessive public spending deficits, which the Member States had to avoid. On this 
matter, Article 104C gave the Commission responsibility for monitoring the budgetary 
situation and government debt based on two criteria quantified in Protocol 5: the budget 
deficit could not exceed 3% of gross domestic product and government debt could not 
exceed 60% of gross domestic product. If an excessive deficit was identified, a procedure 
would begin that would first lead to the adoption of a recommendation by the Council 

103 In this and subsequent sections, the numbering of articles in the Treaty establishing the european Community 
is the numbering subsequent to the Treaty on european union signed in Maastricht, but does not take account 
of subsequent amendments.

104 Another protocol, Protocol 10, ratified the irreversible nature of economic and monetary union and placed an 
obligation on all Member States not to oppose Protocols 11 and 12 giving Denmark and the united Kingdom 
the right to opt out, which will be discussed in the next section; finally Protocol 13 gave France the right to 
issue currency in its overseas territories.

105 Article 103, a detailed discussion of which is outside the remit of this Journal, established that national economic 
policies were a matter of common concern and provided for approval by the Council, based on a report by the 
Commission, of some broad guidelines for these policies, the content of which was not specified. The same 
article provided for multilateral surveillance which, if it found that the economic policies of a Member State 
were not consistent with the broad guidelines, could lead to specific recommendations being made by the 
Council to the Member State concerned.
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and could lead to notice being given to the Member State to take measures for deficit 
reduction within a specified time limit. If the Member State failed to comply with this, 
sanctions could be applied that might include fines.
A further provision, Article 104, established a clear line of demarcation between public 
debt and national central banks, which must not finance this debt either by opening 
lines of credit or by holding government bonds.
Article 105 of the Treaty, which began the chapter on monetary policy, established that 
the primary objective of the european System of Central banks was to maintain price 
stability, and this was repeated several times throughout the chapter; this objective, 
often challenged in political circles and in some economic literature, reflected the 
consolidated position of German economic thought.
The eSCb, composed of the national central banks and the european Central bank, had 
the task of
- implementing the monetary policy of the Community,
-  conducting foreign exchange operations based on exchange agreements with third 

countries or, in the absence of such agreements, based on the guidelines set by the 
Council, subject to consultation of or proposal by the eCb,

- holding the official reserves of the Member States,
- promoting the smooth operation of payment systems.
Within this framework, the eCb, whose decision-making bodies directed the eSCb106, 
set itself up as the central driver of the System and had specific consultative functions 
conferred upon it. The difference of opinion between the Commission, which was in 
favour its independence, and Parliament, which preferred it to have autonomy, was 
resolved by the Treaty in favour of independence, which was defined in detail in Article 
107 of the Treaty concerning both the eCb and the national central banks107.

7. Democratic accountability in monetary policy
The system created by the Maastricht Treaty gave the european Central bank an 
autonomy that was unparalleled among the other central banks but that raised the 
problem of democratic accountability. The european Parliament intervened on this with 
a resolution in 1998108 which went beyond the time limits in the title (the third phase) to 
discuss the general topic of the relationship between politics and currency management.
The accompanying report contained a detailed examination of the problems raised by 
a central body that, for the first time in history, was supranational, with guarantees 
of independence ratified by a treaty which, unlike ordinary laws on national central 
banks, could not be easily amended in line with political contingencies. even the scope 

106 Article 8 of Protocol 3.
107 See also the identical Article 7 of Protocol 3.
108 eP resolution of 2 April 1998 on democratic accountability in the third phase of EMU, OJ C 138, 4.5.1998, p. 177, 

following on from the report of the same title by the Committee on economic and Monetary Affairs, Doc. 
110/98. rapporteur: C. randzio-Plath.
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of the european Central bank’s independence was broader than that of its national 
counterparts, because it was political, financial, functional, organisational and included 
the management of its own personnel, whereas the independence of the national central 
banks was normally only functional.
The most important aspect justifying Parliament’s position was more political, and was 
explained by the accompanying report in the following way:

Unlike national banks of issue, however, the ECB will not be based on 
a functioning political system featuring multiple power centres and 
institutions. Through the many years of monetary dialogue between 
the European Parliament’s Subcommittee on Monetary Affairs and 
the Presidents of the European Monetary Institute and of the national 
banks of issue during the first and second stages of monetary union, 
the European Parliament has repeatedly observed that the central banks 
have come to terms very thoroughly with the economic, employment, 
social and financial policy situations and decisions of the individual 
Member States and that regular dialogue exists between the national 
banks of issue and national governments, and in some instances also 
with national parliaments. Monetary policy is not, after all, neutral.

This excerpt expresses the european Parliament’s preoccupation with a disconnect 
between monetary policy and the other Community policies, which was all the stronger 
because the Maastricht Treaty had given the european Central bank the specific aim of 
guaranteeing price stability and, to achieve this, intervention that would affect economic 
growth, investment and employment would be used, and there was a real risk that:

…while focusing on combating inflation, the ECB may unnecessarily 
fail to take monetary measures which it can and ought to take to bolster 
growth and employment under Articles 105 and 2 of the Maastricht 
Treaty.

At the root of Parliament’s hesitancy there was also the awareness of a certain lack 
of definition of the concept of price stability; this was raised in two key points of its 
resolution:

8. Recognises the fact that the EC Treaty does not give a precise 
definition of price stability, nor does it specify by whom this concept is 
to be defined or by whom the price stability target is to be set, so that it is 
therefore clear that these tasks will now fall to the future ECB according 
to Article 12 of its Statute; emphasises that this fact increases the need 
for democratic accountability and calls on the future ECB clearly to 
announce its definition of price stability and to report annually on its 
price stability target to the European Parliament;
9. Calls on the future ECB also to make clear the definitions and its use of 
operational targets to reach the price stability target; underlines the need 
to guarantee the transparency of major decisions concerning monetary 
policy, as well as their background, in order to prevent a deficiency of 
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information and misleading market expectations, and thereby contribute 
to containing speculation and misinterpretation.

8. The transitional period of monetary union in the Maastricht Treaty
The transitional provisions for the achievement of monetary union are of significant 
interest. In preparation for the second stage, or rather to conclude the first stage which 
was already in progress on the date the Maastricht Treaty was signed, each Member State 
had to abolish any remaining restrictions on the circulation of capital and payments 
within the Community and adopt the necessary measures to ensure the convergence 
needed to achieve economic and monetary union, with particular reference to price 
stability and healthy public finances.
With the start of the second stage, a special institution was set up to manage the banking 
system in replacement of the Committee of Governors: the european Monetary Institute, 
usually referred to by the acronym eMI. Article 109f specified its functions, which 
concerned the management of the european banking system, by absorbing among 
other things the eMCF, the preparation of the third stage by preparing the instruments 
and procedures for this stage, controlling the operations of the central banks within 
the framework of the european System of Central banks and launching the technical 
aspects of the design and production of the banknotes for the ecu, which is how the 
Treaty referred to the single currency (the name ‘euro’ had not yet been chosen).
The central issue of the second stage was the achievement by each of the Member States 
and of their governments of the necessary conditions for adopting the single currency. 
These conditions were laid down in Article 109j and can be classified into three groups:
-  the first condition, an institutional one, was the independence of the national central 

banks, which was to be guaranteed by its statute and the applicable laws in accordance 
with Articles 107 and 108 of the Treaty109;

-  two further conditions, which Article 109j referred to with the single concept of an 
excessive deficit, were the two restrictions placed by Protocol 3 on budget deficits (3% 
of GDP) and government debt (60% of GDP);

-  the other three conditions concerned convergence: these were price stability, respect 
during the last two years for the fluctuation margins of the eMS, and the durability of 
convergence, reflected in long-term interest rates.

Protocol 6 specified the three conditions of convergence:
-  the price stability condition was met by a Member State if it had an average rate of 

inflation in the previous year that did not exceed by more than 1.5 percentage points 
that of the three Member States with the lowest inflation;

-  respect for the fluctuation margins for the national currencies set within the eMS 
was included in Article 3 of the Protocol with the proviso that, in the last two years 

109 Article 108 placed an obligation on each Member State to make its own legislation compatible with the Treaty 
by the date of establishment of the eSCb.
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before the examination, the currency should not have suffered severe tensions or been 
devalued110;

-  the durability of convergence was defined on the basis of long-term interest rates 
which, in the year before the examination, should not have exceeded by more than 2 
percentage points those of the three best performing Member States in terms of price 
stability. The interest rates would be measured on the basis of long-term government 
bonds or comparable securities.

The constant references to a period of one or two years before the examination give an 
idea of the procedure for certifying that the conditions needed for the single currency, 
and therefore for moving to the third stage of economic and monetary union, had been 
met.
The procedure began with a report on the progress made by the Member States, which 
was presented jointly by the Commission and the eMI to the Council, specifying 
whether the above conditions had been met; the report extended to the development 
of the ecu, the integration of the markets, the situation and evaluation of payments on 
current account, and an examination of the development of unit labour costs and other 
price indices.
On the basis of these reports, the Council of Ministers would assess whether each 
of the Member States, and a majority of the Member States, had met the necessary 
conditions for the adoption of a single currency, and would present its findings and 
recommendations to the european Council, consulting the european Parliament on 
these. On the basis of the Council’s recommendations, the european Council would 
decide whether a majority of the Member States fulfilled the necessary conditions and 
whether it was appropriate to enter the third stage, and if so it would set the start date.
In truth, this had already been set by Article 109j(4) at 1 January 1999 if the european 
Council had not already decided the date before the end of 1997. One may suppose 
that the signatories to the Treaty did not really imagine that the third stage would be 
brought forward if the same Article established that before 1 July 1998 the procedure 
described would be repeated to establish which Member States fulfilled the necessary 
conditions for the adoption of a single currency.
For those that did not fulfil these conditions, Article 109k set out a derogation that 
excluded them from the eSCb and exempted them from some of the consequences of 
an excessive deficit; at the same time it excluded them from Council decisions regarding 
excessive deficits and monetary union and from the calculation to determine a qualified 
majority and unanimity for such decisions.
Two protocols, Protocols 11 and 12, gave Denmark and the united Kingdom the right 
to decide whether or not to participate in the third stage of economic and monetary 
union or, in other words, whether to adopt the single currency, with some differences 
between the two Member States on the exercise of these rights. For the united Kingdom 
there was a sort of presumption of unwillingness, since it had to give notification of its 
willingness to participate by certain dates; for Denmark the opposite was true.

110 For the purposes of applying the Treaty, the question was raised of whether participation in the eMS was 
implicitly required to meet this condition, or whether simply meeting the condition was sufficient. See the next 
chapter for more details.
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While Protocol 12 applied the derogation to Denmark if it chose not to participate in the 
third stage, Protocol 11 stipulated that the united Kingdom would keep its powers in 
the field of monetary policy if it decided not to enter the third stage, and set out complex 
rules for the british position on economic and monetary policy rules.





69

CHAPTeR V

THe SeCOND STAGe OF MONeTArY uNION (1994-1999)

CHAPTeR V
THe SeConD STAge oF MoneTARY unIon (1994-1999)

1. The beginning of the second stage
The first task to be achieved in stage two of the completion of economic and monetary 
union, begun on 1 January 1994, was the creation of the european Monetary Institute, 
called upon both to manage the whole of the second stage and to constitute the core of the 
future european Central bank. From its creation it would exercise the responsibilities of 
both the Committee of Governors and the eMCF, which were simultaneously abolished.
The first two years of its life would be spent setting up its structures and organising 
its working procedures, but the activity of managing monetary policy allowed it to 
express very clear positions on the progress of the second stage in its first annual report 
which, brimming with realism, considered unsatisfactory both the progress made with 
implementing the convergence criteria for introducing the single currency and the 
progress with convergence of the real economy, which was an important basis for the 
implementation of the criteria. under these circumstances the passage to stage three 
could be subject to delays.
In 1994 there was greater exchange rate stability than there had been in previous years, 
but this was due to the wider margins of fluctuation agreed in August 1993, the effect 
of which had probably been exhausted partly because of inflationary pressure after the 
summer of 1993. At the same time, interest rates had begun to rise again. Narrowing the 
band of fluctuation could be a good way of intervening in this situation.
The european Parliament expressed its position on this first annual report in a resolution111 
that welcomed the speed with which the eMI was organised, despite prevarication 
by the Member States over where it should have its headquarters, and called on the 
Member States concerned to make further efforts to improve their financial position. It 
also called on the Council and Commission to establish a Community policy to promote 
employment, and on all those involved in cooperation on economic policy to strengthen 
coordination on this policy, which was considered important for all monetary measures.

111 eP resolution of 14 June 1995 on the first annual report of the European Monetary Institute (EMI), OJ C 166, 
3.7.1995, p. 56, following on from the report of the same title by the Committee on economic and Monetary 
Affairs, Doc. 132/95. rapporteur: e. Christodoulou.
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2. The Madrid, Dublin and Amsterdam european Councils
The second stage can be split into two periods: an initial two-year period mainly 
dedicated to organising the structures and, for the Member States, embarking on financial 
austerity measures to achieve the convergence criteria; and a second period of three 
years in which national efforts to achieve convergence were intensified, culminating in 
the ecofin Council in May 1998.
The Madrid european Council was held between these two periods. It refined the 
content of economic and monetary union in readiness for the third stage. The decision 
with the greatest symbolic impact was the decision to call the new currency the euro, in 
a departure from any literal interpretation of the Treaty, which had always referred to 
it as the ecu (the acronym for the european Currency unit, which was also the French 
for ‘scute’, a widely used medieval currency). The european Council conclusions112 
overcame legal reservations about the name provided for by the Treaty by defining it as 
a generic term used by the Treaty to refer to the european currency unit and made clear 
the meaning and importance of the new name:

2. The name of the new currency is an important element in the 
preparation of the transition to the single currency, since it partly 
determines the public acceptability of Economic and Monetary Union. 
The European Council considers that the name of the single currency 
must be the same in all the official languages of the European Union, 
taking into account the existence of different alphabets; it must be simple 
and symbolise Europe.
The European Council therefore decides that, as of the start of Stage 
3, the name given to the European currency shall be ‘euro’. This name 
is meant as a full name, not as a prefix to be attached to the national 
currency names.113

Operatively, the decisions about the scenario for creating the single currency were 
probably more important, for which, as the Conclusions emphasise, a high degree of 
economic convergence is a precondition. The scenario adopted114 was the one developed 
by the ecofin Council in collaboration with the Commission and the eMI and, as the 
Conclusions explain, it provides for transparency and acceptability, strengthens credibility and 
underlines the irreversibility of the process. The key step in stage two was the meeting of the 
Council of Ministers at heads of state and government level, which in 1998 established 
which Member States would participate in the single currency.

112 Madrid european Council of 15 and 16 December 1995, Presidency Conclusions. The text available on the 
european Parliament website at: http://www.europarl.europa.eu/summits/mad1_en.htm was used as the reference 
for this Journal.

113 A few months before, the european Parliament had adopted a clear position in favour of calling the single 
currency the ecu: 7. notes that the name of the common currency is of the utmost importance as regards the acceptance 
of the changeover by citizens, that it (i.e. ecu) is already established in the Treaty (in Article 109l(4) and (5)) and that 
further discussion on this matter does not make sense. EP Resolution of 19 May 195 on the introduction of the ecu as 
legal tender (Maas Group report), OJ C 151, 19.6.1995, p. 483, following on from the report of the same title by the 
Committee on economic and Monetary Affairs, Doc. 112/95. rapporteur: A. Metten.

114 reported in the tables below taken from the Conclusions of the Madrid european Council.
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On 1 January 1999, the third stage began with the irrevocable fixing of the conversion 
rates, the definition in euro of the economic policy, the issue in euro of government 
bonds and the use of TArGeT, the computer system for interbank operations in euro. 
later on, from 1 January 2002, euro banknotes and coins were put into circulation and 
the single currency became a reality. However, the transitional stage did not finish 
until six months later with the final end of the official exchange rates of the national 
currencies.
In addition, the Madrid european Council gave ecofin the task of preparing for the third 
stage of the transition, with particular regard to relations between the two currency 
areas of the european union, which would from then on be referred to as the euro area 
and the non-euro area, and to the procedures for ensuring a healthy financial position 
would be maintained by the Member States even after the passage to the third stage115, 
as well as to the legal framework of the euro.
The european Parliament greeted the european Council’s conclusions with a resolution116 
that reviewed all the Council’s decisions and welcomed those on economic and 
monetary union but expressed regret at the lack of european Parliament involvement in 
the multilateral surveillance procedure on economic policy matters. This resolution was 
quite a departure from the resolution of 19 May 1995 mentioned above, which believed 
it was possible and desirable for stage three to begin on 1 January 1998 based on a 
decision taken at the end of 1996.

115 On this specific point the Florence european Council in June 1996 had underlined that all Member States, 
whether adopting the euro or not, have a strong common interest in the good functioning of economic and monetary 
union and of the exchange rate mechanism. As a consequence, all Member States will be involved in the dialogue on the 
issues raised by the move to Stage 3 of EMU, including monetary and exchange-rate matters as well as institutional and 
budgetary issues. ecofin Council report by the Council (ecofin) on the preparation for Stage 3 of EMU – Annex I 
to the Conclusions of the Dublin european Council.

116 eP resolution of 18 January 1996 on the meeting of the European Council of 15 and 16 December 1995 in Madrid, 
OJ C 32, 5.2.1996, p. 82.
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TIMeTABle FoR THe SeConD AnD THIRD STAgeS oF THe 
TRAnSITIonAl PeRIoD

FRoM DeCeMBeR 1995 uP To THe DeCISIon on PARTICIPATIng 
MeMBeR STATeS

TIMIng ACTIonS To Be TAKen CoMPeTenT BoDY

December 1995

Adoption of the reference framework for 
the introduction of the single currency 
and announcement of the end date of 
the transitional process (1 July 2002) and 
the name of the new currency

european Council

31 December 1996

Specification of the regulatory, 
organisational and logistical framework 
for undertaking the eCb/eSCb to 
perform its tasks in Stage 3

eMI

Preparation of legislation on the eCb/
eSCb and the introduction of the single 
currency

Commission, eMI, Council

Before the decision on 
participating Member 

States
Adaptation of national legislation (1) Member States

FRoM THe DeCISIon on PARTICIPATIng MeMBeR STATeS  
To 1 JAnuARY 1999

TIMIng ACTIonS To Be TAKen CoMPeTenT BoDY
As soon as possible in 1998 Decision on participating Member States Council (2)

As soon as possible 
after the decision on 

participating Member 
States

i)  Appointment of the executive board 
of the eCb Member States (3)

ii)  Set the date for the introduction of 
euro banknotes and coins eCb; Council (4)

iii)  Start production of euro banknotes eSCb

iv)  Start production of euro coins Council and Member States 
(4)

up to 1 January 1999

Final preparation of the eCb/eSCb Council

i)  Adoption of secondary legislation, 
including: criterion for the 
subscription of capital; collection of 
statistical information; minimum 
reserves; consultation of eCb; fines 
and penalties on undertakings; eCb/eSCb

ii)  rendering the eCb/eSCb operational 
(setting up the eCb; adoption of 
regulatory framework; testing 
monetary policy framework, etc.)

http://www.europarl.europa.eu/summits/mad2_it.htm#N1#N1
http://www.europarl.europa.eu/summits/mad2_it.htm#N2#N2
http://www.europarl.europa.eu/summits/mad2_it.htm#N3#N3
http://www.europarl.europa.eu/summits/mad2_it.htm#N4#N4
http://www.europarl.europa.eu/summits/mad2_it.htm#N4#N4
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FRoM 1 JAnuARY 1999 To 1 JAnuARY 2002 AT THe lATeST 
from the start of Stage 3 to the introduction of euro banknotes and coins

TIMIng ACTIonS To Be TAKen CoMPeTenT BoDY

1 January 1999

Irrevocable fixing of conversion rates 
and entry into force of legislation 
related to the introduction of the euro 
(legal status, continuity of contracts, 
rounding, etc.)

Council (5)

From 1 January 1999

i)  Definition and execution of the single 
monetary policy in euro eSCb

ii)  Conduct of foreign exchange 
operations in the euro eSCb

iii)  Operation of TArGeT payment 
system eSCb

iv)  ÉIssue new public debt in euros Member States

From 1 January 1999 to 1 
January 2002 at the latest

i)  exchange at par value of currencies 
with irrevocably fixed conversion 
rates

eSCb

ii)  Monitor changeover developments in 
the banking and finance sector

eSCb and public authorities 
in Member States and the 
Community

iii)  Assist the whole of the economy in 
an orderly changeover

eSCb and public authorities 
in Member States and the 
Community

FRoM 1 JAnuARY 2002 To 1 JulY 2002 AT THe lATeST 
completion of the changeover 

TIMIng ACTIonS To Be TAKen CoMPeTenT BoDY

1 January 2002 at the latest

i)  Start circulation of euro banknotes 
and withdrawal of national banknotes eSCb

ii)  Start circulation of euro coins and 
withdrawal of national coins Member States (6)

1 July 2002 at the latest

i)  Complete changeover in the public 
administration Council; Member States (6); 

eSCbii)  Cancel the legal tender status of 
national banknotes and coins

http://www.europarl.europa.eu/summits/mad2_it.htm#N5#N5
http://www.europarl.europa.eu/summits/mad2_it.htm#N6#N6
http://www.europarl.europa.eu/summits/mad2_it.htm#N6#N6
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In fulfilment of this mandate, ecofin submitted a proposal on the new exchange rate 
mechanism (erM II) to the Dublin european Council117 which largely approved it, 
and submitted another proposal on the main elements of the Stability and Growth Pact. It 
also submitted a report on the state of preparation of the legal framework of the future 
currency. The final resolutions on the Stability and Growth Pact and on erM II would 
be adopted by the subsequent Amsterdam european Council118.

3. The Stability Pact: regulations
The european Council resolution on stability and growth119 and the two Council 
regulations120 implementing it, together made up the Stability and Growth Pact.
The resolution committed the Member States to respect the medium-term budgetary objective 
of positions close to balance or in surplus set out in their stability or convergence programmes and 
to take the corrective budgetary action they deem necessary to meet the objectives of their stability 
or convergence programmes, whenever they have information indicating actual or expected 
significant divergence from those objectives.
Consequently the resolution placed specific obligations on the Member States to make 
corrective budgetary adjustments as soon as they were aware that there was a risk of an 
excessive deficit.
No powers other than those provided for by the Treaty were given to the Commission 
and the Council, but the resolution invited the two institutions to use the maximum 
speed and strictness in exercising their powers. In particular the Commission was 
required to use the relevant powers conferred on it by the Treaty in a timely manner 
to allow the rapid launch of the excessive deficit procedure and in particular to justify 
any cases where a deficit exceeding 3% was not considered excessive. As well as being 
asked to take decisions as quickly as possible, the Council was invited always to impose 
sanctions on any Member State that failed to follow the Council’s own recommendations 
to bring an end to excessive deficit situations.
regulation (eC) No 1466/97 mentioned above on the strengthening of the surveillance 
of budgetary positions and the surveillance and coordination of economic policies 
stipulated that every Member State adopting the euro should submit a stability 
programme by 1 March 1999, the content of which was dictated by the regulation 
itself, in order to guarantee price stability and strong sustainable growth conducive 
to employment creation. based on the Commission’s assessments, the Council would 

117 Dublin european Council of 15 and 16 December 1996, Presidency Conclusions. The text available on the 
european Parliament website at: http://www.europarl.europa.eu/summits/dub2_en.htm was used as the reference 
for this Journal. 

118 Amsterdam european Council of 16 and 17 June 1997, Presidency Conclusions. The text available on the 
european Parliament website at: http://www.europarl.europa.eu/summits/ams1_en.htm was used as the reference 
for this Journal.

119 resolution of the european Council on the Stability and Growth Pact, Amsterdam, 17 June 1997, OJ C 236, 
2.8.1997, p. 1. The resolution on stability was joined by a second resolution on growth and employment, published 
in the same Official Journal.

120 Council regulation (eC) No 1466/97 of 7 July 1997 on the strengthening of the surveillance of budgetary positions 
and the surveillance and coordination of economic policies and Council regulation (eC) No 1467/97 of 7 July 1997 
on speeding up and clarifying the implementation of the excessive deficit procedure, OJ l 209, 2.8.1997, pp. 1 and 6.
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check the validity of the programme from the point of view of preventing excessive 
deficits and its ability to facilitate the closer coordination of economic policies, as well 
as its conformity to the broad economic policy guidelines.
The Council would monitor the implementation of the stability programme and if it 
identified a significant divergence, it would address a recommendation to the Member 
State concerned to take the necessary adjustment measures; if the divergence worsened, 
it would recommend further corrective measures. At the specific request of the Dublin 
european Council, the regulation also envisaged a convergence plan, governed in a 
similar way to the stability plan, for Member States not participating in the euro.
While the purpose of regulation (eC) No 1466/97 was to prevent excessive deficits, that 
of regulation (eC) No 1467/97 was to intervene on those that were already manifestly 
excessive, but only in Member States participating in the euro121. In the first place it 
was necessary to determine whether an excessive deficit (one that was more than 3% of 
gross domestic product) was exceptional and temporary, i.e. whether it was due to an 
unusual circumstance outside the control of the Member State, or whether it was the 
consequence of a serious economic recession and whether forecasts indicated that the 
deficit would fall below the 3% threshold once the circumstances that had caused it had 
disappeared.
If the deficit was not exceptional and temporary, within two weeks of a report by the 
Commission, the Council would send the Member State concerned a recommendation 
inviting it to take corrective action within four months. If this action was not taken, 
the Council would note this and within one month give notice to the Member State 
failing to act; in the event of persistence of the failure to act, sanctions would be adopted 
backed up by a non-interest-bearing deposit of not more than 0.5% of GDP, which would 
be converted to a fine if the excessive deficit had not been corrected within two years.
In the parliamentary reports on the two proposals for regulations122, the first of which 
came before the Dublin european Council, some reservations and criticisms were 
expressed that had partly been overcome by the time of the second report, which 
contained others. The first report expressed reservations about the fact that the original 
proposal for a regulation did not provide for the application of the Stability Pact to Member 
States not participating in the euro, because this exemption went against the principle 
of universality that was behind the rules on stability in the Treaty. The subsequent 
introduction of the convergence plan for non-participating Member States overcame 
this objection, but it paved the way for other criticisms concerning the disadvantageous 
situation of these Member States, which were subject to extra provisions and controls 
without the compensation of support mechanisms. The overall opinion of the proposals 
in the text, which went on to become a regulation, was expressed in the conclusions of 
the second report:

121 This regulation did not apply to Member States not participating, unlike regulation (eC) No 1466/97.
122 eP - Committee on economic and Monetary Affairs and Industrial Policy – report (I) on the proposal for a Council 

Regulation on the strengthening of the surveillance and coordination of budgetary positions and (II) on the proposal for 
a Council Regulation on speeding up and clarifying the implementation of the excessive deficit procedure, Doc. 371/96 
and recommendation for second reading (I) on the proposal for a Council Regulation on the strengthening of the 
surveillance and coordination of budgetary positions and the surveillance and coordination of economic policies; and 
reconsultation (II) on a proposal for a Council Regulation on speeding up and clarifying the implementation of the 
excessive deficit procedure, Doc.181/97. rapporteur for both documents: e. Christodoulou.
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14. What makes it difficult to accept the provisions on the stability 
pact is not their strictness, but their inflexibility and their mechanistic 
application. The proposed provisions take no account of the dynamic 
nature of economic and monetary phenomena and consequently run the 
risk of being ineffective ...

The ecofin Council of Ministers of 1 May 1998, whose principal decision would be the 
recommendation on convergence, also adopted a declaration inspired by the German 
minister Theodor Waigel, who had previously set out the substance of it in a speech to 
the bundestag on 23 April 1998123. The ecofin Council’s declaration124 established the 
principles of application of regulation (eC) No 1466/97:
-  the national budget objectives125 would be fully met, if necessary by taking timely 

corrective action;
-  the Council would consider without delay the Member States’ budgetary intentions for 

1999 in light of the Stability Pact;
-  the Member States would use the opportunity of better economic conditions than 

expected to reinforce budgetary consolidation so as to reach financial positions close 
to balance or in surplus;

-  the higher the debt-to-GDP ratios of participating Member States, the greater must be 
their efforts to reduce them rapidly. To that end, in addition to maintaining appropriate 
levels of primary surpluses in compliance with the commitments and objectives of the 
Stability and Growth Pact, other measures to reduce gross debt should be put in place. 
Furthermore, debt management strategies should reduce budgets’ vulnerability;

-  each of the ministers undertook to submit, at the latest by the end of 1998, national 
stability or convergence programmes in line with the principles of the Declaration, 
which reasserted the strictly national nature of the action to reach financial health and 
expressly excluded any Community intervention.

4. Convergence: the Commission proposal
The fundamental achievement of the second stage was an indication of the Member 
States that met the convergence criteria126 and could participate in the single currency. 
This was the result of the sustained efforts to meet the conditions laid down in the 
Treaty made by many States and the necessary sacrifices made by their citizens. These 
did not always have a positive impact on their perception of the european union, which 
was often seen as a remote entity that forced them to make sacrifices; there were also 

123 Rede von Bundesminister Dr. Waigel, Parlamentarische Beratung zur Europäischen Wirtschaft- und Währungsunion, 
Sitzung des Deutschen Bundestages (23 April 1998). The text available on the site www.cvce.eu was referred to for 
this Journal.

124 Declaration by the Council (Ecofin) and the Ministers meeting in that Council issued on 1 May 1998, OJ l 139, 
11.5.1998, p. 28.

125 regulation (eC) No 1466/97 entered into force on 1 July 1998.
126 listed in the last section of the previous chapter.
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widespread concerns about the compatibility of the convergence criteria with important 
Community policies such as economic and social cohesion.
These concerns were echoed by the european Parliament in a resolution127, which, 
significantly, was presented by the Committee on regional Policy and not by the 
Committee on economic Affairs. Parliament’s report reaffirmed that economic and 
social cohesion was a fundamental objective of the european union sanctioned by the 
Treaty, but that it

9. does not exclude the possibility of the essential consolidation of public 
finances leading temporarily to tax increases and a reduction in public 
spending, which might in turn give rise to slower growth, an increase in 
unemployment and cutbacks in social spending; advocates, instead, that 
the Member States should employ a budget policy which avoids cuts in 
investment spending in disadvantaged regions and which leaves public 
spending on education and training and basic infrastructure unaffected, 
increasing it where possible.

As a result, it called for flanking measures so that the convergence policy and the 
cohesion policy did not prove mutually obstructive, fearing the eventual development 
of two groups of countries, a club of the elect and a group of the excluded, which would run 
counter to the philosophy underpinning the european union.
However, these concerns gave way to the urgency of convergence and the march towards 
it continued, amidst debates in the press on the results of each Member State and on 
the interpretation of some criteria, e.g. on the two years of exchange rate stability or 
the importance of different criteria. At last came the Commission proposal of 25 March 
1998128 which proposed the participation of eleven countries: belgium, Germany, Spain, 
France, Ireland, Italy, luxembourg, the Netherlands, Portugal, Austria and Finland. The 
united Kingdom and Denmark, which had requested for their own benefit a special 
opt-out clause in the Maastricht Treaty129, lGreece and Sweden were excluded. The 
Commission reviewed the convergence of all fifteen Member States.
It emerged that all of the Member States except Sweden had met the condition of a 
regime for their respective central banks that guaranteed their independence. As far as 
inflation rates were concerned, the eleven Member States that could participate not only 
met the requirements of the Treaty, but had achieved significant improvements from 
1993 to 1997: in 1993 their average rate of inflation had been 4% with a difference of 5% 
between the lowest and the highest national inflation rates; in 1997 these percentages 
had fallen to 1.6% and 1.7% respectively. equally significant was the convergence 
criterion on public spending deficits, which in 1993 was 5.5% for the eleven Member 
States proposed for the single currency and by 1997 was 2.5%, significantly less than the 
3% limit indicated by the Treaty, and moreover this result was not achieved by means 

127 eP resolution of 18 April 1996 on Economic and Monetary Union and economic and social cohesion, OJ C 32, 
5.2.1996, p. 32, following on from the report of the same title by the Committee on regional Policy, Doc. 73/96. 
rapporteur: r. Walter.

128 For the purposes of this journal, the substantial Agence europe press release Onze Pays sont en mesure de 
participer à l’Euro..., No 7188 of 26 March 1998 was used.

129 See Chapter IV sections 5 and 6.
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of accounting gimmicks or extraordinary measures that had a temporary impact, since 
the measures adopted in 1997 that were effective only for that year were balanced out in 
1998 by permanent measures.
The government debt criterion, for which the Treaty set an upper limit of 60%, reached 
75% in the eleven Member States proposed for the single currency, and this was where 
the Commission applied greater flexibility, looking at trends rather than demanding 
absolute respect for the criterion. In effect only three Member States, France, Finland 
and luxembourg, fully met this criterion, while another Member State, Germany, 
despite having a debt close to the limit, had increased this debt by 1.3% during 1997. The 
two countries that caused the greatest problems as far as this criterion was concerned 
were belgium and Italy, whose debt was much higher than their GDP. Despite this, 
the two Member States were put forward for participation in the euro on the basis of a 
primary surplus130 of 5% in the two countries, a commitment from belgium to maintain 
a primary surplus of 6% in the medium term and a commitment from Italy to have an 
economic and financial programming document for 1999-2001 approved. This document 
provided for a reduction in its annual deficit to 1% of GDP and a debt reduction of 2% 
per year with the aim of reducing it to 100% of GDP by 2003.
As far as monetary stability was concerned, nine of the eleven currencies had been kept 
within a 2.25% band above or below the central parity for the last two years, though 
there was a problem with the Irish punt, which had only re-entered this band from 18 
March, and a problem with interpreting the Treaty as regards Italy and Finland, which 
entered the exchange rate mechanism in October and November 1996 respectively: was 
participation in the eMS implicitly required to meet the exchange rate stability condition 
or was simply respecting the margins sufficient? The President of the Commission, 
Jacques Santer, accepted the second interpretation, explaining that their currencies, the 
lira and the Finnish mark, had experienced an unprecedented period of stability in the 
previous two years131.
In 1997 interest rates were also at their lowest levels for many years in the eleven future 
euro area countries, with an average of 5.9%.

5. Convergence: the european Parliament’s opinion and the final decision
On the definition of the Member States participating in the euro, Parliament had to 
express an opinion, as required by the Treaty, twice on different acts with essentially the 
same content within a very short space of time: on Thursday 30 April it gave its opinion 
on the Commission proposal132 and on Saturday 2 May it gave its opinion on the ecofin 
Council recommendation of the previous day, adopted on the basis of the Commission 
proposal and the european Parliament’s first favourable opinion. This procedural jam 
was due more to concerns about adopting the final decision during the weekend, when 
the markets were closed, than to the poor design of Article 109j.

130 The credit balance of the budget net of government debt charges.
131 Agence europe Special edition, No 7188 of 26 March 1998, p. 5-bis.
132 Officially it was the report by the Commission and the eMI on the progress of convergence, provided for by 

Article 109j of the Treaty, to which the Commission had added a recommendation on the passage to the third 
stage.
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The european Parliament resolution of 30 April 1998133 was not concerned with 
the situations of the individual Member States for which participation in the euro 
was proposed, which were mentioned only in one point of the resolution, but with 
convergence in general, without taking particular political positions except as regards 
debt, where it pointed out the contradiction between the Commission, which believed 
that excessive deficits did not exist, and the assessment made by the european Monetary 
Institute, which was concerned about the growth in government debt in two Member 
States. Parliament emphasised the need for the two countries to make a real commitment 
to pursuing the process of integration and for strict observance of the Stability Pact. 
However, Parliament did introduce elements of flexibility, asking for the overall debt of 
a system to be taken into account, including the indebtedness and rate of saving of firms 
and households, and explaining the kind of approach it was seeking:

14. Such a policy must not be applied solely as an accounting exercise, 
but, rather, must promote the sustainability of public finances in the 
context of the Pact on Growth and Stability and apply fiscal rigour 
by introducing all the reforms required to leave sufficient leeway for 
development requirements, given that the objective is to reduce the ratio 
between debt (which should tend to fall) and gross domestic product 
(which should increase).

From a more general point of view the resolution dedicated an entire section to 
employment which, though it was not a convergence criterion, remained a fundamental 
problem for the european union and had to be taken into consideration in the overall 
assessment of the Member States’ economies. Parliament supported appropriate changes 
in pay, the development of mobility and vocational training.
At last came the ecofin meeting of 1 May, which adopted the recommendation to the 
Council of Ministers at the level of heads of state and government134. The document took 
on board the Commission proposal, analysing the situations of all the Member States. 
It was not a formal act that was easily approved, as shown by the declaration on the 
Stability Pact approved at the same time135 which reflected entirely the position of the 
German minister Theodor Waigel and appeared to be the quid pro quo for acceptance 
in the euro area of Member States whose observance of the convergence criteria was the 
cause of some hesitation.
On the recommendation the european Parliament expressed a favourable opinion136 
in the extraordinary sitting on Saturday 2 May, based on an oral proposal by the 
Committee on economic and Monetary Affairs and Industrial Policy, presented by its 
chair and rapporteur Karl von Wogau, a German from the european People’s Party, who 

133 On the on the Convergence Report of the European Monetary Institute and the document from the Commission entitled 
‘EURO 1999 - 25 March 1998 - Report on progress towards convergence and its recommendation with a view to the 
transition to the third stage of Economic and Monetary Union’, OJ C 152, 18.5.1998, p. 33, following on from the 
report by the Committee on economic and Monetary Affairs, Doc. 130/98. rapporteur: K. von Wogau.

134 ecofin Council recommendation of 1 May 1998 in accordance with Article 109j(2) of the Treaty, OJ l 139, 
11.5.1998, p. 21.

135 See section 3 of this chapter.
136 eP resolution of 2 May 1988 on the Recommendation by the Council concerning the Member States fulfilling the 

necessary conditions for the adoption of a single currency…, OJ C 152, 18.5.1998, p. 107 following the oral report by 
the Committee on economic and Monetary Affairs, rapporteur: K. von Wogau.
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during the sitting had invited his colleagues to approve the most important decision in 
european history after the signing of the Treaty of rome. The debate137 was conducted 
in full awareness of the significance of the moment, with notes of celebration that took 
its merit, already discussed at length in the preparatory meetings, as read. The only 
interventions on its merit concerned the guarantees that had been given of a re-entry 
into the convergence criteria; on this the rapporteur recalled the declarations made to 
the parliamentary committee, which had been taken into account in its assessments, 
by the Italian Finance Minister Carlo Ciampi on the efforts his country had made to 
consolidate its budgetary situation138. There were few voices that stood out from the 
general chorus of consensus: that of the left, which proclaimed yes to the euro, but not 
like that139, rejecting a model of the single currency based on mandatory observance of 
convergence criteria that were not only arbitrary but had negative effects on employment 
and social policies; that of the Greens, who were internally divided but one of whom140, 
who was in favour of the euro and was pleased that things were going better for it than 
had been feared, recalled the warnings she had made against the economic and social 
risks of a monetarist approach. The regional minorities contrasted the methods that 
had led to monetary union with those that had produced the citizens’ europe, regional 
europe, federal europe and the europe of the people141.
The Council of Ministers at the level of the heads of state and government ratified the 
ecofin proposals in the overnight meeting on 2 May, which was mainly taken up with 
the appointment of the governing bodies of the european Central bank, about which 
there was lively debate142.
Following this, on Sunday 3 May ecofin, in conjunction with the governors of the central 
banks, the Commission and the eMI agreed the method for applying the irrevocable 
conversion rates between the participating Member States’ currencies and the euro. 
According to the Treaty, the decision on the conversion rates was to be taken on the 
first day of the third stage, i.e. 1 January 1999. because the agreed method consisted of 
absorbing the central rates of the exchange rate mechanism, the conversion rates were 
implicitly already defined and the objective of removing uncertainty about these rates 
in the financial markets was achieved, and in fact over the subsequent months the rates 
would not stray from the parities calculated on the basis of the method.

6. The exchange Rate Mechanism (eRM II)
erM II was the mechanism set up to regulate exchange rates between the euro and 
the currencies of non-euro area Member States in the third stage. These Member States 

137 eP Debates – part-session of 2 May 1998, OJ, Annex 4-518, pp. 123-173.
138 Ibidem, p. 126.
139 Intervention by Alonso Puerta, Spanish Gue, Ibidem, p. 131.
140 Intervention by Claudia roth, German Greens, Ibidem, p. 132.
141 Intervention by luigi Moretti, Italian Are, Ibidem, p. 139.
142 The appointment of the President of the eCb, who would be the Dutchman Wim Duisenberg, is outside the 

scope of this Journal and is only mentioned here in passing. Agence europe Special edition No 7188 of 3 May 
1998 gives more information about this appointment. On the meeting, see also the Council’s press release 
8170/98 C/98/124, which reproduces the ecofin recommendation.
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participated in it on a voluntary basis. It replaced the european Monetary System, which 
ceased to exist at the end of stage two.
The single currency was placed at the centre of a system of exchange rates defined in 
relation to it, and for each national currency there was a standard band for fluctuation. 
The central rates were defined by common accord between the european Central bank 
and the government and banking authorities of the Member States in the euro area, 
on the one hand, and, on the other hand, the government and banking authorities of 
the other countries participating in erM II, which required automatic and unlimited 
interventions to be made on reaching the margins except where this ran counter to the 
primary objective of price stability.
The mechanism stemmed from the report submitted by the european Monetary 
Institute to the Dublin european Council143, based on the mandate given to ecofin by 
the previous european Council in Madrid to prepare for stage three of economic and 
monetary union. The subsequent Amsterdam european Council approved a resolution 
that fixed the main principles of the mechanism, and erM II was finally created by an 
agreement between the european Central bank and the national central banks of the 
non-euro area Member States on 12 September 1998144.
The eMI report established the main points of the new mechanism:
1. to protect the eCb’s institutional obligation to maintain price stability;
2.  the euro would play an anchor role in monetary and exchange rate policy cooperation 

in the european union;
3.  sufficient flexibility would need to be allowed, in particular to accommodate the 

varying degrees, paces and strategies of economic convergence of the non-euro area 
Member States;

4.  any necessary adjustments of the central rates should be conducted in a timely fashion 
so as to avoid significant misalignments;

5.  equal treatment among all Member States with respect to the fulfilment of the 
convergence criteria, particularly the exchange rate criterion.

These principles were absorbed into the resolution of the Amsterdam european 
Council145, which summed up the purpose of erM II as follows:

1.3 The exchange-rate mechanism will help to ensure that Member 
States outside the euro-area participating in the mechanism orient their 
policies to stability, foster convergence and thereby help them in their 
efforts to adopt the euro. It will provide those Member States with a 
reference for their conduct of sound economic policies in general and 
monetary policy in particular. At the same time, the mechanism will 
also help to protect them and the Member States adopting the euro from 

143 Dublin european Council of 15 and 16 December 1996, Presidency Conclusions - Annex 2 to Annex I. The text 
available on the european Parliament website at: http://www.europarl.europa.eu/summits/ams2_en.htm was used 
as the reference for this Journal.

144 eCb press release http://www.ecb.int/press/pr/date/1998/html/pr980912_3.en.html.
145 Amsterdam european Council of 16 and 17 June 1997, Presidency Conclusions - Annex II. The text available 

on the european Parliament website at: http://www.europarl.europa.eu/summits/ams2_en.htm was used as the 
reference for this Journal. 
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unwarranted pressures in the foreign-exchange markets. In such cases, 
it may assist Member States outside the euro area participating in it, 
when their currencies come under pressure, to combine appropriate 
policy responses, including interest-rate measures, with coordinated 
intervention.

Press conference after the eu Council fixed the irrevocable exchange rates between the euro and the participating currencies 
on 31 December 1998

© european Community
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PRACTICAl ASPeCTS oF A SuPRAnATIonAl CuRRenCY

1. The ecu from currency unit to unit of transaction
The ecu was introduced as the european currency unit146 by the bremen european 
Council in 1978, at the same time as the eMS was set up. It consisted of a basket of the 
currencies of the countries that were Member States at the time, to be used for the budget 
and the accounting of the european institutions, as well as for relations between the 
Community and the Member States. It proved a success even outside the institutional 
arena, and was also used for international transactions between private entities with a 
market that, ten years after its creation, was worth eCu 100 billion with over six billion 
in securities issued in ecu, a quarter of these by third countries. In 1986, under the aegis 
of the bank for International Settlements, a clearing house was set up between seven 
international banks that handled on a daily basis transactions totalling eCu 10 billion.
The prospect therefore emerged of the currency unit being transformed into a transaction 
unit in a process that saw private use of the ecu taking precedence over its institutional 
use. The european Parliament expressed its position on this in a resolution147 that:

insists that, the next time changes are made to the functioning of the 
EMS, the Commission and the Council, along with the Member States’ 
monetary authorities, seek methods for setting up a legal link between 
the private and the official circuits of the ecu. So that the private market 
can provide greater support to the future of the ecu as a European 
payment currency, it would be desirable to develop a system in which 
the monetary authorities can buy and sell debt in ecu on the market.

It was not simply a matter of overcoming the barriers between the official and the private 
ecu it was also a matter of encouraging its use as a means of payment, and not only as 
a currency unit, by the Community institutions, and to this end Parliament formulated 
some proposals that also covered its own internal management. In reality, although the 
use of the ecu had become firmly established on the financial markets, it had remained 
below 1% of the billing figure for goods and services. In view of this, the resolution 
also put forward measures to simplify intra-Community payment operations and make 
them uniform.

146 The name ‘ecu’ is the english acronym for European currency unit and is also the name of a French currency 
in production from the 13th century, originally made from gold and then from the 17th century made from 
silver. With the introduction of the franc as the only legal currency in France in 1795, the term ‘écu’ was used 
for many years to refer to the five franc coin. 

147 eP resolution of 20 November 1987 on the wider use of the ecu and the simplification of payment transactions within 
the Community, OJ C 345, 21.12.1987, p. 197, following on from the report of the same title by the Committee on 
economic and Monetary Affairs, Doc. 167/87. rapporteur: r. Delorozoy.
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The payments question resurfaced again a few years later when the free movement of 
capital and the single market became a reality and the first steps were taken towards 
economic and monetary union. The european Parliament dedicated two resolutions148 
to the subject, based on the fact that four hundred million cross-border payments were 
made every year, of which half were for amounts less than eCu 2 500. This fact justified 
the amount of attention paid by the first of the two resolutions to the consumer, in whose 
interests a directive on consumer relations with banks was to be hoped for, which would 
guarantee transparency: banks would have to tell their customers about the different 
means of payment available and what they would cost; customers would have to bear 
all the costs, excluding the double charges for cross-border payments, which should not 
take more than four days, and lastly special means of appeal should be provided for 
customers.
More generally the european Parliament supported the Commission’s proposals on:
1. more efficient links between automated clearing houses,
2. the correspondent banking system,
3. new systems for cross-border transfers,
4.  the major banks joining an automated clearing house so as not to distort competition 

and put up barriers.
In this context the Parliament invited the Commission to submit a directive to harmonise 
national laws on the execution and irrevocability of payments and on bad debts; it also 
invited the Member States to liberalise their respective banking laws to allow current 
accounts to be opened for financial operations in any freely convertible currency. but 
above all Parliament explored in more detail and formulated further proposals regarding 
new payment systems, which should make a significant contribution to modernising 
the payment systems of some Member States. For competition it also proposed rules 
governing the membership of payment systems so as to guarantee the principle of 
non-exclusivity and the right of every bank to create a payment system solely on the 
condition of its economic eligibility, for which criteria were to be defined, i.e. potential 
suitability and minimal systemic risk; finally, Parliament called for adequate controls 
on payment systems.
It also expressed concerns about the surveillance of high-value payments; liberalising the 
banking sector could allow these payments to be made via internal clearing, removing 
them from the scope of surveillance. Its concerns also extended to the possible effects of 
high-value transfers on the stability of the financial system, the overall supply of money 
and currency exchange risk.

148 eP resolutions of 12 February 1993, the first on the system of payments in the context of Economic and Monetary 
Union, the second on easier cross-border payments in the internal market, OJ C 72, 15.3.1993, pp. 153 and 158, 
following on from the reports by the Committee on economic and Monetary Affairs and the Committee on 
legal Affairs respectively, Doc. 29/93. rapporteur: P. bofill Abeilhe and Doc. 28/93. rapporteur: A. Simpson.
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2. The legal obstacles to the use of the ecu
The gradual spread of the ecu as a unit of transaction did not make up for the deficiencies 
deriving from its being a currency unit and not a currency that was legal tender in the 
Member States, with the resulting legal obstacles to its use. A Commission White Paper, 
on which the european Parliament expressed an opinion149, tackled this problem. The 
obstacles deriving from national legislation, according to the Commission White Paper, 
were:
a.  contractual obligations and prices being determined only in the national currency;
b. the ban on paying contractual obligations in ecu;
c.  restrictions on the setting up and issue of company capital in ecu, and on quoting 

shares on stock exchanges in ecu;
d.  legal clauses on the use of ecu for wages and salaries or for the payment of social 

security contributions;
e. restrictions on the payment of taxes in ecu;
f.  discrimination against the ecu in matters such as the tax advantages granted to 

securities, investments and savings instruments.
To overcome these obstacles the White Paper made the proposal, on the one hand, to 
ensure that the ecu was recognised unequivocally as a foreign currency and secondly to remove 
the obstacles listed in this white paper so that the commercial use of the ecu can develop gradually 
on a voluntary basis150.
The accompanying report on which the european Parliament resolution was based 
defined the approach taken by the White Paper as the theory of State and subjected 
it to trenchant criticism, though it also recognised the usefulness of the Commission 
document. The document gave the Member States and their legislative instruments the 
task of promoting the ecu in the absence of provisions in the Maastricht Treaty forcing 
them to remove the legal obstacles to which the resolution related, during the second 
phase of monetary union. For some of the obstacles discussed in the White Paper (those 
on the movement of capital and the liberalisation of financial services), the Community 
was responsible for taking action.
The accompanying report took a monetary approach that, assuming the legal obstacles 
were overcome, would enable the ensuing problems to be dealt with:

a.  what would the implications be for monetary, budgetary and exchange 
rate policies?

b. would financial stability be protected?
c. could prudential supervision be properly exercised?
d. would this new situation be a factor of prosperity?
e.  would the ecu become a second anchor currency during the second 

stage of EMU?

149 eP resolution of 27 October 1993 on removing the legal obstacles to the use of the ecu, OJ C 315, 22.11.1993, p. 94, 
following on from the report by the Committee on economic and Monetary Affairs, Doc. 296/93. rapporteur: 
K. riskaer Pedersen.

150 The quotation in italics is taken from the accompanying report, Doc. 296/93, p. 8. 
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At the root of this lay the consideration that a currency that was legal tender required 
the necessary institutions, but that the Commission’s conception did not take account of 
this. Hence it was not sufficient to make the ecu a legal currency as the second stage of 
eMu would require.
As was often the case, the resolution did not dwell on the criticisms of the Commission 
document, though it acknowledged them implicitly, and it set out its own proposals as 
four conditions (given in the text as criteria) on which the ecu could become the anchor 
currency of the second stage:
- a stable currency in a context of low inflation;
- great trust in the ecu and therefore low interest rates,
-  a strong, open and healthy economic context that would play a leading role in 

international exchanges,
- an appropriate institutional structure within the framework of the Treaty.
The main requests for measures put forward by the resolution were aimed at meeting 
these conditions and in particular concerned giving the eMI the necessary powers to 
maintain a fixed exchange rate between the ecu and the dollar, the inclusion in the 
Community’s financial regulations of an obligation to pay financial commitments 
and duties in ecu, the creation of an ecu clearing system, the creation of an ecu area 
including associate countries or countries with strong commercial or financial links 
with the Community.
The resolution also highlighted the request already made on 12 February 1993 for 
a payment system to be set up within the eMu and, from a more specific point of 
view, called for customs duties and other amounts related to anti-dumping and trade 
protection measures to be determined in ecu. It called upon the Member States to issue 
some of their new government securities in ecu.

3. The introduction of the euro
As seen in the previous chapter, the Madrid european Council in December 1995 
changed the name of the single currency given in the Treaty as ‘ecu’ to ‘euro’ for the 
reasons already explained. The new currency was effectively a continuation of the old 
unit; in practice it was the same thing that had simply evolved, with a different name, 
into a currency, at the outset keeping the same value.
The new currency took over gradually from the national currencies that it was replacing; 
the third stage of monetary union, at least as far as the aspects most visible to the public 
were concerned, consisted of the coexistence of the national currencies, which still 
existed materially, and the euro, which remained a virtual currency and was restricted 
to non-cash transactions. The third stage ran from 1 January 1999 to 1 July 2002: from 1 
January 2002 euro banknotes and coins were put into circulation, but it was only from 
1 July that the national notes and coins ceased to be legal tender.
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The regulation on the passage to the euro151 was approved immediately after the decision 
on which Member States would participate; Parliament had given its opinion at the end 
of 1996152. The accompanying report considered that the changeover to the euro was not 
like either of the two historically familiar types of replacement of one currency with 
another: geographical replacements where the currency of one country was replaced 
by the currency of another adjacent country (e.g. the German mark replacing the 
currency of the GDr on unification) and temporal replacements following a currency 
reform. According to the accompanying report, the introduction of the euro fell into 
both categories because it was both temporal and geographical in that its area of legal 
circulation went beyond those of the individual currencies it was replacing. On the 
methods of replacement, the report expressed a preference for the big bang method, the 
instantaneous replacement of the national currencies with the euro based on the model 
used to extend the German mark to the GDr. In this way the euro would be seen as the 
heir to the national currencies, although, as the report agreed, this procedure would not 
be feasible in practice.
The regulation eventually adopted established that the currency of the participating 
Member States would be the euro from 1 January 1999, and that one euro would be 
divided into one hundred cents. The euro was also the unit of account of the eCb and 
the central banks.
The regulation specified the methods of converting the national currencies to euros 
and therefore set the rules for the third stage of the transition, during which the euro 
would be divided not only into cents, but also into national currency units based on the 
conversion rate, in order to allow the two currencies to coexist in each Member State. 
legal instruments denominated in national currencies were not amended and continued 
to be used in the original currency, though a person making a payment could choose 
which of the two currencies to make the payment in. The payment would be entered in 
the accounts, at the conversion rate, in the currency used to denominate the amounts 
in the legal instrument that formed the basis for the payment. Meanwhile, the Member 
States could change the denomination of their securities originally issued in their 
national currency to euros, and allow the respective stock exchanges and commodity 
exchanges to operate in euros. The regulation also established that banknotes in euros 
would be put into circulation by the eCb and the national banks, while the coins would 
be issued by the Member States.

151 Council regulation (eC) No 974/98 of 3 May 1998 on the introduction of the euro, OJ l 139, 11.5.1998, p. 1. 
152 legislative resolutions of 28 November 1996 embodying Parliament’s opinion on the proposal for a Council 

Regulation on the introduction of the euro and on the proposal for a Council Regulation on some provisions relating to 
the introduction of the euro, OJ C 380, 16.12.1996, pp. 54 and 47, following on from the report of the same title by 
the Committee on economic and Monetary Affairs, Doc. 375/96. rapporteur: F. Herman.
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4. Banknotes and coins in euro153

Article 105a of the Maastricht Treaty gave the european Central bank sole responsibility 
for authorising the issue of banknotes in euro, which could be issued by the eCb itself 
or by the national central banks. The european Central bank also had the power to 
authorise the volume of coin issues, responsibility for which was given to the Member 
States, while the Council of Ministers could adopt measures to harmonise the coin 
denominations and technical characteristics.
There were consequently two parallel decisions, a Council regulation on coin154 and an 
eCb decision on banknotes155.
The regulation on coins established the face value and the characteristics of each coin: 
diameter, thickness, weight, shape (all round), colour and edge156. As is well known, 

153 See annexe 2.
154 Council regulation (eC) No 975/98 of 3 May 1998 on denominations and technical specifications of euro coins 

intended for circulation, OJ l 139, 11.5.1998, p. 6.
155 Decision of the european Central bank of 30 August 2001 on the denominations, specifications, reproduction, 

exchange and withdrawal of euro banknotes, OJ l 233, 31.8.2001, p. 55, replacing the decision of 7.7.1998 of the 
same title (OJ l 8, 14.1.1999, p. 36). 

156 The regulation said nothing about the design of the coins, merely stating in recital 10 that one side should be 
european and one national, expressing the idea of european monetary union between Member States and 
increasing the degree of acceptance of the coins. 
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there were eight coins: a two and a one euro coin, and fifty, twenty, ten, five, two and 
one cent coins. On the basis of an accompanying report that was rather critical of the 
Commission’s proposal, the european Parliament157 put forward in the first reading a 
series of amendments designed to reduce the number of different coins from eight to six 
by eliminating the two and twenty cent coins, to ensure the diameter of each face value 
was different from that of the others, decreasing in size from the largest value to the 
smallest taking on board a request from a blind association, to reduce the weight of the 
coins, and to abandon alloys containing nickel, a toxic substance that could cause allergies 
and the use of which for certain products was already restricted by Community rules. 
The Council rejected the amendments, though it took on board some of the principles 
in the preamble such as the ease of identification of individual coins based on their 
visual and tactile characteristics and reduction of the nickel content. The explanatory 
statement in the recommendation for second reading158 provided an explanation of the 
Council’s different position: reducing the number of face values would have made cash 
payments more complicated, while ease of tactile identification was pursued using 
weight and thickness. As far as the nickel question was concerned, the Council felt that 
using stainless steel, the only real alternative, would be too expensive.
The coin characteristics were given in a Commission communication that reproduced 
the design of the two faces of each coin, i.e. the european face and the fifteen national 
faces (the twelve of the Member States and the three of the countries that, on the basis 
of special agreements, could mint euro coins: the Principality of Monaco, the republic 
of San Marino and the Vatican City State)159.
On the basis of a european Central bank decision, the face values of the seven banknotes, 
which made up the first series, were five, ten, twenty, fifty, one hundred, two hundred 
and five hundred euros; the dimensions, dominant colour and design theme were also 
established by the decision. The series was dedicated to the theme ‘Ages and styles of 
europe’ represented on each banknote by a gateway or window on the front side and a 
bridge on the reverse side, as well as other elements identifying the banknote. The styles 
represented on the different banknotes were, in ascending order of face value: classical, 
romanesque, gothic, renaissance, baroque and rococo, iron and glass architecture, and 
modern 20th century architecture.

5. The passage to the euro: information strategies and management of the transition160

Adequate publicity, which was always necessary for the introduction of a new currency, 
was of particular importance for an operation simultaneously involving eleven countries 

157 eP legislative resolutions of 6 November 1997 embodying the opinion of the european Parliament on the 
proposal for a Council Regulation on denominations and technical specifications of euro coins, OJ C 358, 24.11.1997, p. 
18, following on from the report of the same title by the Committee on economic and Monetary Affairs, Doc. 
334/97. rapporteur: I. Soltwedel-Schäfer. 

158 eP decision of 17 December 1997 on the common position adopted by the Council with a view to adopting 
a Council regulation on denominations and technical specifications of euro coins intended for circulation, OJ C 14, 
19.1.1998, p. 65, following on from the report of the same title by the Committee on economic and Monetary 
Affairs, Doc. 386/97. rapporteur: I. Soltwedel-Schäfer.

159 Commission communication The visual characteristics of the euro coins, OJ C 373, 28.12.2001, p. 1.
160 See annexe 3.
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whose populations had extremely different attitudes to and expectations of the euro. 
This publicity could not be detached from management of the transition, to support 
citizens and companies with the conversion and lessen the difficulties as much as 
possible. The Commission submitted a series of documents explaining its own policies 
on the subject and Parliament examined them carefully; on the effects of the euro on 
consumers, it made an independent pronouncement.
A Commission document on the publicity strategy reported data on the level of 
knowledge and acceptance of the euro among citizens in all fifteen Member States in 
1998, after the decisions of 3 May: 96% knew about it and 60% were in favour, which 
was 9% up on the previous year (this increase was recorded in all Member States). 
The euro had the biggest support in Italy (83% of the population) followed by 79% in 
luxembourg, while the threshold of support among more than half of the population 
was passed for the first time in Austria (56%), Finland (53%) and Germany (51%). The 
lowest levels of support were registered in the three non-participating Member States: 
Sweden with 39%, and Denmark and the united Kingdom, both with 34% of citizens 
in favour. However, overall 45% of european citizens said that they had not had any 
information about the euro and would like to receive some.
These data provide a snapshot of a reality, but they do not make it possible to ascertain 
how much influence the Commission’s publicity on the euro had between 1996 and 1998, 
which was not intended for public opinion in general, except perhaps very minimally, 
but was for banks, financial service providers and banking groups. After the decision 
in May 1998, the Commission set about conducting a publicity campaign aimed at the 
general public, based on partnership agreements with the european Parliament and 
each of the eleven Member States in the euro area, to avoid duplication and place national 
action within a Community context, which would guarantee coherence and ensure the 
Community institutions made a contribution.
In practice the Commission’s programme, PrINCe, aimed to inform the population 
about how the euro would be used in the transitional period, paying particular attention 
to schools and the population as a whole, and with some actions targeted at certain 
specific categories such as small and medium-sized enterprises.
The european Parliament approved the programme in a specific resolution161, calling 
for it to be extended throughout 2002162 and financed purely by the Community, as well 
as making various proposals aimed at improving the effectiveness of the campaign 
for categories that most needed information such as the elderly, tourist operators and 
small and medium-sized enterprises. All these proposals could be summed up by the 
need, expressed in the accompanying report, for the campaign not to be limited to the 
provision of practical information, but to be aimed at overcoming fears and anxieties 
that were already manifesting themselves.
As far as management of the transition was concerned, the european Parliament 
dedicated two resolutions to the subject, which preceded the resolution on the 
information strategy and anticipated its content. One was on the effects of the euro on 

161 eP resolution of 16 December 1998 on the communication from the Commission on the information strategy for the 
euro, OJ C 98, 9.4.1999, p. 167, following on from the report of the same title by the Committee on economic 
and Monetary Affairs, Doc. 485/98. rapporteur: A. Arroni.

162 The Commission planned that it should end on 31 December 2001, at the end of the transitional period.
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consumers and the other was on the role of national administrations during the third 
stage.
The first163 focused on the concept of the progressive introduction of the new currency. 
This could still pose some initial problems for consumers, who would be dealing 
with two different currencies in the third stage – the euro for banking and financial 
operations and for cheque and credit card payments and the national currencies for 
cash payments. Consequently the resolution, which did not take up the proposal in the 
accompanying report for the rapid introduction of dual pricing, considered that the 
use of ways of payment in euros should be encouraged to prevent them from costing 
more, and it therefore invited the Commission to present a proposal for a regulation 
prohibiting banks from charging customers for the conversion of their accounts, and 
invited the banks to express account statements and all other information they sent 
to their customers in both currencies in use in the third stage. More generally the 
resolution aimed to keep to a minimum the costs of conversion, by means of various 
national strategies and greater use of credit cards and cheques in euros, counting on the 
moderating role of competition.
The second resolution164 considered it essential that all the national changeover plans 
should be submitted as soon as possible, particularly as regards accounting and tax 
declarations in euro, accompanied by the relevant technical implementing provisions. 
The resolution also invited the Member States to publish the design of the ‘national face’ 
of their coins as soon as possible.

6. A few specific aspects related to the euro in european Parliament resolutions
between 1998 and 1999 the european Parliament looked in more detail at some aspects 
of the role the euro could play in future prospects for the gradual integration of the 
union and its growth and development. These included the effects of the new currency 
on the Community, the relationship between the euro area and the non-euro area and 
lastly the problems associated with electronic money, which was undergoing expansion 
at the time of the introduction of the euro.
The passage to the euro, despite it being equal in value to the ecu, had implications for 
the functioning of the Community and for its policies, particularly agricultural policy. 
One early positive effect was on the budget, with the removal of uncertainty about 
exchange rates with national currencies to which the budget in ecu had been exposed: 
with the euro, operations were now in the same currency as the budget, protecting it 
from fluctuations and simplifying its financial management.
As far as the agromonetary regime was concerned, the benefits were not only better 
security for imports and simpler management, but above all the removal of distortions 

163 eP resolution of 13 January 1998 on the euro and the consumer, OJ C 34, 2.2.1998, p. 38, following on from the 
report of the same title by the Committee on economic and Monetary Affairs, Doc. 415/97. rapporteur: F. 
Pérez royo.

164 eP resolution of 10 March 1998 on the communication from the Commission on the practical aspects of the introduction 
of the euro and the Commission working paper entitled ‘Preparations for the changeover of public administrations to the 
euro’, OJ C 104, 6.4.1998, p. 69, following on from the report of the same title by the Committee on economic 
and Monetary Affairs, Doc. 61/98. rapporteur: A. Arroni.
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between farmers, who were at a disadvantage or an advantage from agricultural prices 
depending on whether they were operating in a country with a strong or a weak 
currency. Protection from these distortions had been provided by the green euro, which 
was in use from 1984 to 1995, at a very high cost to the Community budget. With the 
euro, the problem would remain only for non-participating Member States.
For administrative costs too, previously paid in national currencies, the advantages 
were particularly significant. Administrative costs included the pay of national officials, 
90% of whom would now be paid in euros.
The european Parliament discussed these matters in its examination165 of a Commission 
communication, on which it gave a positive opinion. The european Parliament hoped 
that the new agri-monetary regime would not create new distortions between the 
countries participating in the single currency and those not participating, and that 
the elimination of the disparities between the euro rate and the green rate would be 
carefully considered, with compensation being paid to farmers if necessary. The theme 
of the equal treatment of countries in the euro area and those outside it was the guiding 
thread of Parliament’s position on the subject.
A resolution166 on the eve of the third stage dealt with the coexistence of the euro and 
the currencies of the non-participating Member States, Denmark, Greece, Sweden and 
the united Kingdom, into which the euro was destined to infiltrate, principally through 
the medium of corporate use, through the impact of tourism and of direct EU payments, notably 
in agriculture167. The report in fact believed that it was very likely that companies in non-
participating countries would use the euro for international transactions and possibly 
also for national ones, as well as for accounting.
The european Parliament therefore hoped that the governments in the non-euro area 
would encourage the distribution of the euro in their countries, either through the 
publication of measures that their respective central banks would take to encourage the 
use of the euro or through a clear policy towards this currency. Parliament also hoped 
that the four countries currently excluded would rapidly join.
As far as electronic money was concerned, the resolution on the subject168 tackled it 
from a broader point of view, placing the euro against the background of a problem 
that had to be addressed anyway: that of the management of the supply of money by 
the central banks, and by the european Central bank in the euro zone, in a situation 
where electronic money was issued independently of their decisions. europe was very 
advanced in smart card technology, but smart cards required computer infrastructure 
that, if it were integrated with the infrastructure required by the euro, would give a major 
boost both to the cards themselves and to the information society. The accompanying 
report imagined a pooling of necessary infrastructure investment by the public and 

165 eP resolution of 6 October 1998 on the communication from the Commission on the impact of the changeover to the 
euro on Community policies, institutions and legislation, OJ C 328, 26.10.1998, p. 52, following on from the report 
of the same title by the Committee on economic and Monetary Affairs, Doc. 304/98. rapporteur: W. langen.

166 eP resolution of 15 December 1998 on the euro as a parallel currency, OJ C 98, 9.4.1999, p. 33, following on from 
the report of the same title by the Committee on economic and Monetary Affairs, Doc. 447/98. rapporteur: 
Stevens.

167 Quotation taken from the explanatory statement in the accompanying report. Ibidem.
168 eP resolution of 13 January 1998 on electronic money and economic and monetary union, OJ C 34, 2.2.1998, p. 35, 

following on from the report of the same title by the Committee on economic and Monetary Affairs, Doc. 
417/98. rapporteur: J. Stevens.
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private sectors which would allow citizens to have on only one or two cards the ability 
to access a whole range of services – not just financial but also administrative.
Alongside this exciting vision, there were also the risks that electronic money posed for 
monetary policy management, for the very concept of the ‘bank’ as it existed at the time, 
and for competition in the absence of regulation: the large businesses with the resources 
to set up and manage the infrastructure could be tempted by policies that distorted 
competition.
To address the problems posed by electronic money, the resolution principally proposed 
the oversight of the electronic market place by the eCb, and called upon the Commission 
to present the necessary proposals for regulation.
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GreeCe’S eNTrY INTO THe eurO 1998-2001

InTRoDuCTIon
In order to analyse the developments that led Greece to enter the eMu169 after the failure 
of 1998, this study will be structured in three sections:
1.  understanding why Greece was a positive addition to the eMu, from the country’s 

and the eu’s point of view;
2.  describing the updated convergence programme with its goals and policy instruments, 

and the results it produced;
3.  presenting the debates on the subject between the Commission, Parliament and 

Council, leading in the end to the formal acceptance of Greece’s request to be in the 
single currency system at the Feira Summit on 19 June 2000, which enabled Greece to 
become the 12th member of the system on 1 January 2001.

WHY gReeCe WoulD Be A PoSITIVe ADDITIon To THe eMu
•	 From the eu point of view
In its Article b, the Maastricht Treaty states its objectives, one of which is for the union 
to seek

‘to promote economic and social progress which is balanced and 
sustainable, in particular through the strengthening of economic and 
social cohesion and through the establishment of economic and monetary 
union, ultimately including a single currency.’

It is clear then that membership of the eMu was directed at all the eu Member States.
Indeed, if monetary and economic integration was proposed in order to eliminate the 
remaining barrier and create a stable and strong block, it was in the best interests of the 
eu as a whole that all eu Member States be part of the euro area.

•	 From greece’s point of view
From Greece’s point of view, as a signatory of the Maastricht Treaty, there was a duty 
to work towards entry into the system and to respect the framework of guidelines for 
economic and monetary behaviour. Furthermore, the possibility of joining the euro was 
very popular because both citizens and government saw it as a doorway to greater 
monetary stability, lower interest rates and new opportunities for economic development 
for Greece. In order to join the euro, all Member States needed to prove that their 
economy was stable, following the four Maastricht criteria. So the work itself, the very 
progress that a government and a Central bank would have to make in order to satisfy 
these criteria, would bring stability. Once this was achieved, the country would be able 
to enter the euro, which in turn would offer the country greater monetary stability and 
economic security. Furthermore, it was argued that having a stable economy would also 
attract foreign direct investments and capital inflows willing to be invested in Greek 
bonds denominated in an international currency.

169 european Monetary union.
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The main criticism that was made of joining the eMu was that in the event of financial 
or economic disturbances a State would not be able to respond by changing its national 
monetary policy or nominal exchange rate. This would result in recession and increased 
unemployment.

THe uPDATeD ConVeRgenCe PRogRAMMe:  
goAlS, InSTRuMenTS AnD ReSulTS
Greece was excluded from the first round of eMu members, a decision taken at the 
brussels Summit on 3 May 1998, because, despite its obvious progress, Greece had still 
not satisfied all the Maastricht criteria.
In December 1999 the government presented an updated convergence programme, 
proving that efforts in the country were still ongoing and would continue until Greece 
was deemed fit to enter the eMu.
like any other monetary programme, the new convergence programme consisted of 
policy goals, intermediate targets and policy instruments.

THe MAIn goAl
The main goals were to comply with the Maastricht criteria and with the eSCb170 
framework of behaviour.
Firstly, in order to satisfy the Treaty criteria, the boG171 aimed to secure price stability 
through fulfilment of the criterion on inflation and to maintain convergence towards 
the reference rate for the long-term interest rate, where there had already been progress 
and which at the time of the new programme was even below the reference rate (ref. 
6.5%; Greece 6.4%).
Secondly, in order to facilitate work towards these goals and counterbalance possible 
tensions, the Government aimed to decrease further the general government deficit, 
which was already easily satisfying the criteria, from 1.5% of GDP (1999) to 1.2% (2000) 
to 0.2% (2001), with a surplus of 0.2% (200)172 and to decrease the government debt from 
108.6% of GDP in 1998 to 102.5% of GDP in 2001, in order to decrease further to below 
100% after 2001:173

170 european System of Central banks.
171 bank of Greece.
172 bank of Greece report of February 2000, Report on Monetary Policy 1999-2000, p. 81.
173 Press release of 30 September 1998, Commission assesses the Greek Convergence Programme.
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 174

THe InTeRMeDIATe TARgeT
The main intermediate target was to keep the exchange rate stable against the other 
european currencies. This would of course function as an instrument to satisfy the goal 
of the criterion on exchange rate stability. On top of that, this target would also act as 
an instrument for implementing the abovementioned main goals, because stabilising 
the value of the drachma against other low-inflation countries would have the effect of 
moderating Greek inflation, thus satisfying the criterion on inflation and achieving the 
main goal of price stability.175

From the above we can conclude that the new convergence programme was meeting 
the Maastricht criteria and aimed to fulfil the criteria in order to be welcomed into the 
eMu. Doubts about the success of the new programme were legitimate, as the first 
convergence programme’s aim had also been to satisfy the Maastricht framework, 
and yet it had failed. Moreover, the deadlines set for attaining the targets under the 
new programme were indeed very tight. In order to see how the updated programme 
succeeded, the instruments used for the policies and the results of the latter will be 
analysed.

THe InSTRuMenTS
until 1998 the strong drachma policy was pursued, which worked as a ‘depreciation 
of the drachma against the ecu,176 increasingly lower than the inflation differential between 

174 Commission report of 3 May 2000, Convergence Report 2000, p. 25. COM(2000) 277 final.
175 bank of Greece report of April 1998, Report on Monetary Policy 1997-1998, p. 32.
176 european Currency unit.
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Greece and the EU average.’177 This policy succeeded in reducing inflation but not 
bringing it into line with the eMu average in time for the first round of euro members. 
Furthermore, it had caused overvaluation of the currency until the policy collapsed in 
1998, when the drachma was devalued by 14% against the ecu and became a member of 
erM 2,178 with a central parity of GrD 357: eCu 1.
In 1997, independence of the Greek Central bank was achieved, thus complying with the 
eSCb framework of behaviour.

The following instruments were used after 1998 to comply with the Maastricht 
criteria: in the first place, faster implementation of structural reforms improved and 
enhanced productivity and competition. Part of the reforms consisted in deregulation, 
strengthening of market flexibility, modernisation of the public sector and investment 
in major infrastructure projects. The reforms would have a positive effect on inflation, 
because they would enable faster productivity and increased competition, causing 
higher exports and hence higher levels of employment; they would minimise the 
inflationary consequences that could have followed devaluation, and create sustainable 
economic growth. In the second place, a moderation of pricing of businesses’ products 
would support the decrease of inflation and strengthen the competitiveness of their 
products.179

In the third place, in order to reduce inflation, there was a need to ensure that wages 
always increased in a way compatible with the medium-term rise of Greek productivity 
and with changing labour costs and productivity in other countries. This would 
support sustainable economic growth and hence an increase in workers’ real income 
and a decrease in unemployment. If these fiscal and structural policies did not lead to a 
decrease in inflation, the bank of Greece would have to tighten the policies in order to 
achieve an inflation level lower than 2% by the end of 1999.180

Also, in order to comply with the eSCb framework, the bank of Greece would operate 
adjustments and use instruments equivalent to those used by the eSCb: open market 
operations, standing deposit and marginal lending facilities, and required reserves.181

177 M. G. Arghyrou, Monetary Policy Before and After the Euro: Evidence from Greece. 2006, p. 4.
178 exchange rate Mechanism. The first erM system was introduced in 1979, the second in January 1999.
179 bank of Greece report of February 2000, Report on Monetary Policy 1999-2000, p. 81.
180 bank of Greece report of April 1998, Report on Monetary Policy 1997-1998, p. 35.
181 bank of Greece report of 29 April 1999, Annual Report 1998, p. 240-242.

Open market operations are used to contract or expand the amount of liquidity present in the banking system 
through the purchase or sale of government securities. Purchase results in expanding, while sale result in 
contracting, liquidity. In the case of Greece, because of its high levels of liquidity, open market operations were 
used to absorb liquidity.
The standing facilities are divided into marginal lending facilities (lombard facility) and deposit facilities. 
With the first facility, credit institutions could obtain liquidity from the boG on their own initiative against 
sufficient collateral in the form of government securities. With the second, overnight deposits from excess 
liquidity of banks could be made with the boG and they were divided into two tranches which differed in 
their rate of interest.
required reserves are required amounts of funds that have to be held in a bank against customers’ deposits; this 
system contributes to better control of monetary aggregates by expanding or decreasing structural liquidity 
surplus and by strengthening the way the banks’ demand for liquid resources can respond to changes in the 
interest rate. In this way credit institutions could better regulate their daily assets, and the short-term interest 
rate could be stabilised.
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THe ReSulTS
Graphs and tables will now be used to show the results of this updated convergence 
programme; this information is contained in the Commission’s Convergence report of 
3 May 2000.

First, inflation rate levels:

   182

This table shows that overall there had been huge progress in the attempt to converge 
towards the inflation rate criterion, which established that the inflation rate of a Member 
State should not exceed that of the three best-performing States plus 1.5%.
Most importantly, in addition to the progress, at the end of 1999 the Greek annual 
inflation rate, at 2.1%, had converged with that set by the Treaty and was even decreasing 
to a level below the reference. The average inflation rate was still higher than that of 11 
eMu Member States, but it was fulfilling the criterion.

182 Commission report of 3 May 2000, Convergence Report 2000, p. 15-16. COM(2000) 277 final.
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Secondly, the government’s deficit and debt:

 183

As regards the government deficit, it can be seen that the criterion of not exceeding 3% 
had been amply fulfilled; in fact in 1999 the level stood between 1 and 2% and in 2000 it 
was expected to go below 1%, therefore meeting the goals set.
The debt, however, remained much higher than the reference level of 60%; progress had 
been made in decreasing it, but it still stood at between 100 and 110%.

183 Commission report of 3 May 2000, Convergence Report 2000, p. 22. COM(2000) 277 final.
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Thirdly, the exchange rate mechanism criterion:

 184

The exchange rate stability criterion states that a Member State must be part of the erM 
for at least two years without experiencing any heavy tensions and devaluations against 
other currencies.
The graph shows that Greece had been in the erM system for two years, thus meeting 
the first part of the exchange rate criterion.
It also met the second part of the criterion in that, as the graph shows, the drachma 
never suffered heavy tensions, except in autumn 1998 as a result of the international 
crisis where Greece was not the only country affected. Moreover, since Greece’s entry 
into the erM, the State had never traded below central parity – had in fact always traded 
above it – and the drachma had experienced appreciation throughout the whole of 1999.
Therefore, although it is true that the drachma did not fulfil the intermediate target 
of keeping to the central parity set by the erM during the period of time under 
consideration, it did not go below it, but always stayed above it, which can be seen as a 
great success.

Fourthly, the long-term interest rate criterion:

184 Commission report of 3 May 2000, Convergence Report 2000, p. 26. COM(2000) 277 final.
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185

Since the establishment of the Maastricht criteria, and even more after the introduction 
of the updated convergence programme at the end of 1999, there had been notable 
progress in convergence on the long-term interest rate. In fact, the Greek level had been 
progressing towards equalisation with the value of the 11 eMu Member States, standing 
slightly above it in 2000, but most importantly it had approximated the reference value, 
and in September 1999 it had fully converged to it, falling further below it at the end of 
the year. With the successful completion of this criterion, Greece satisfied all the goals, 
except for that of public debt.

THe DeBATe AMong THe InSTITuTIonS
•	 MeP Marinos to the Commission - 5/10/1999
In October 1999 Mr Marinos asked the Commission to present its view on Greek 
economic progress towards convergence and on whether they saw it as possible for 
Greece to enter the euro area in January 2001.186

One month later the Commission answered that it would report to the Council on the 
Greek situation every two years (i.e. in 2000, as the previous report having been in 
1998) or in the event of a request with derogation. The basis on which the Commission 
would make its decision, which would then be proposed to the Council, would be the 
Convergence report of March 1998. Furthermore the Commission recognised that 
Greece had in fact progressed, as its public finances had improved, the government 
deficit in 1998 was below 3%, the debt ratio had decreased since 1996 (although it was 
still higher than 60% of GDP), the country had been a member of the erM 2 for more 
than a year and the inflation rate had been decreasing.187

185 Commission report of 3 May 2000, Convergence Report 2000, pp. 29-30. COM(277) final.
186 Oral Question for Question Time of 5 October 1999 to the Commission by Ioannis Marinos on the Entry of 

Greece into EMU. H-0571/99.
187 Answer of 19 November 1999 from the Commission to Member Ioannis Marinos on the Entry of Greece into 

EMU. H-0571/99.
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•	 Presentation of the new programme – Dec. 1999; its approval by the 
Commission – 31.1.2000

later, in December 1999, Greece presented its updated convergence programme, which 
was approved by the ecofin on 31 January 2000.
At the ecofin Council, Commissioner Solbes Mira commented on the new programme, 
saying that it presented a credible scenario and that Greece would have to keep up the 
reforms as there were still targets to be met, for example inflation was still at the limit 
(it corresponded exactly to the reference value of 2.1%).
He stated that he was neither pessimistic nor optimistic about Greece’s participation in 
the eMu. He emphasised again how important it was for the inflation level to be kept in 
mind and for the Greek government to keep working on it. He added that not only should 
the government respect the criteria by following a good convergence programme, but it 
should try to do more than the requirement. Furthermore, he welcomed and approved 
the revaluation of the drachma as he saw it as something that would help in the work of 
reducing inflation.188 Consequently, the drachma was revalued by 3.5% to GrD 340.75: 
eCu 1.

•	 The Commission’s and the eCB’s reports; Commission proposal for a Council 
decision – 3.5.2000

On 9 March 2000 the Greek government presented the Commission and the eCb with a 
formal request to consider Greece’s entry into the eMu.
Consequently, on 3 May Commissioner Solbes Mira and eCb Vice-President Noyer 
presented the economic and Monetary Committee with their convergence reports on 
Greece’s (and Sweden’s) situation, which were very similar in their conclusions. Greece 
would now be judged on the basis of these reports, not of that of 1998.
The Commission’s report described the Greek situation in respect of the legislation 
(adherence to the Treaty and the eSCb Statute), the four criteria (inflation rate, public 
stability, erM system, long-term interest), other kinds of progress made and the 
challenges that still needed to be overcome.
First, part of the convergence requirements was that the country’s legislation be 
compatible with that established by the Treaty and by the Statute of the eSCb. In order 
to adjust, the bank of Greece had adopted amendments in 1997; however, the updated 
legislation of the boG still presented two imperfections whereby the eCb was on a level 
secondary to that of the boG, even where matters directly related to the eCb itself were 
concerned:

‘First, the power of the BoG to impose minimum reserves and penalties 
in the case of non-compliance, a provision which did not recognise the 
ECB’s competence in this field; and second, the participation of the 
central bank in international monetary and economic organisations 
without a reference to the ECB’s right of approval.’189

188 Agence europe of 1 February 2000.
189 Commission report of 3 May 2000, Convergence Report 2000, p. 13. COM(2000) 277 final.
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Progress had been made on this matter, the boG having proposed in March 2000 some 
draft amendments to improve its statute, which were accepted on 25 April 2000 by 
the general meeting of shareholders. The amendments, as shown in the eCb’s report, 
were as follows: the first stated that the boG, as part of the eSCb, would always act in 
accordance with the statute of the eSCb when performing activities related to the latter. 
The second stated that the new statute would improve ‘the legal status of collateral 
taken for central bank purposes by the boG on its own behalf or on behalf of other 
NCbs190 or the ECB, since they codify provisions stipulating prerogatives in the establishment 
and realisation of collateral by the BoG.’191

Furthermore, the eSCb’s statute expected all national central banks to be independent of 
government. This requirement was met by Greece when the boG became independent 
in 1997. lastly, once Greece had adopted the single currency, the boG, as part of the 
eSCb, would have to aim primarily at maintaining price stability.
Greece could therefore be said to be meeting the requirement to comply with the eSCb 
Statute.
Second, as regards the inflation rate criterion, the average inflation rate had been 
declining since 1996; in 1998, however, it was still higher than the reference rate and 
therefore Greece could not enter the eMu. After entry into the erM 2, fiscal policy 
was tightened in order to sustain anti-inflationary progress and to reduce and limit the 
inflation which might arise from the adjustments made to the exchange rate. Decline 
continued, and in March 2000, when the reference value was 2.4%, Greece’s average 
inflation rate was 2%.The Commission claimed that the Greek convergence programme 
put a lot of emphasis on the commitment to reduce inflation, sustain reform and enhance 
competition, which made it possible to believe that Greece’s progress, especially on 
inflation, would remain sustainable, as long as Greece maintained strict budgetary 
policies. The inflation criterion was thus also satisfied.
Third, the price stability criterion had not been achieved in 1998 before the brussels 
Summit, as the government deficit, although much reduced from 13.8% of GDP in 1993 
to 4% in 1997, was still over 3%, and the government debt ratio, although decreased 
from 111.6% in 1996 to 108.7% in 1997, was still over 60%. Progress, however, had carried 
on, and the deficit, which had fallen to 2.5% in 1998, was expected to go down further 
to 1.9% in 1999. The deficit had also decreased to 106% in 1998 and was expected to go 
down to 104.5% in 1999. exceeding expectations, in 1999 the deficit rate stood at 1.6% of 
GDP and, just as had been forecast, the government debt ratio had decreased to 104.4% 
of GDP, and was expected to drop to below 100% from 2001. because of this progress, on 
17 December 1999, on the recommendation of the Commission, the Council had decided 
to abrogate its decision of September 1994 that Greece had an excessive deficit.
Greece had therefore made noteworthy progress towards converging with the public 
stability criterion, and although the debt rate still remained high, as long as progress 
was sustainable and was directed towards the reference rate (60%), the criterion could 
be said to be fulfilled. (This is how the Commission solved the problem of Greek debt.)
looking at the third point, the exchange rate criterion, the Commission noted that when 
the drachma had entered the system, it had suffered some tensions in readjusting, but by 

190 National Central banks.
191 european Central bank report of 3 May 2000, Convergence Report 2000, p. 70.
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the beginning of 1999 it had recovered and was 7% above the central rate. Appreciation 
had continued, and the drachma stood at up to 9.2% over the central rate. After that it 
had moved back slowly to the central parity. However, in January 2000 the drachma still 
exceeded the central rate by 6%, and Greece had therefore asked for its central parity to 
be revalued. It was revalued by 3.6%, bringing the exchange rate to GrD 340.75: eCu 1.
Since entry into the erM system, not only had the drachma been trading above its central 
parity, but Greece had already been in the system for two years and had not suffered 
from devaluations and, although it had undergone some tensions between summer and 
autumn 1998 (like all other countries, because of the international financial crisis), they 
had been only temporary. Greece consequently fulfilled the exchange rate criterion.
Finally, the last criterion was also satisfied, as with the entry of the drachma into the 
erM system, the level of short-term interest rates had increased while that of long term 
interest rates had started to decline, also with the support of the disinflationary process 
and the progress of fiscal consolidation. With the crisis in the financial markets in the 
summer of 1998, progress on convergence on the long term interest rate criterion had 
stopped, but by January 1999 levels were back to the pre crisis ones.
With the completion of this criterion, the Commission could say that Greece had fulfilled 
all four criteria.
Furthermore, there had been progress in other sectors: the level of intra-eu trade 
had increased for Greece as compared to the 1998 statistics, which showed that the 
country had the lowest rate in europe, and the banking sector had been adjusted, with 
privatisation of many previously state-owned banks.
In the last point of the report, the Commission warned that there were still challenges 
to be overcome, namely the still slow transposition of Single Market legislation, and less 
than rapid progress on privatisation of public enterprises.
In conclusion, the Commission submitted its proposal for a Council decision in favour 
of the adoption by Greece of the euro, acknowledging that Greek legislation complied 
with the eSCb statute and that Greece had fulfilled all four criteria. In fact, the proposal 
specified, the average inflation rate was below the reference value (2%); the Council’s 
decision that Greece had an excessive deficit had been abrogated a year before; Greece 
had been member of erM 2 for two years, during which there had been no significant 
tensions, and the currency had not been devalued against either other Member States’ 
currencies or the euro; and, finally, the long-term interest rate was below the reference 
value. Furthermore, the convergence achieved was sustainable. Following this fulfilment 
of all the conditions, the Commission proposed that the Greek derogation be abrogated 
as of 1 January 2001.192

•	 The goebbels report – 15.5.2000
On 4 May 2000 MeP Goebbels drew up the first draft report on the Council’s decision 
on Greek adoption of the euro. This report was subject to no amendments, and the final 
report was presented on 15 May.

192 Commission proposal of 3 May 2000 for a Council decision in accordance with Article 122(2) of the Treaty for the 
adoption by Greece of the single currency by 1 January 2001, OJ C 248, 29 August 2000, p. 124.
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In the first two paragraphs Goebbels emphasised the fact that the aim of the european 
union was to strengthen economic integration, with the final goal of creating a single 
currency in order to eliminate all internal barriers. The first visible steps towards 
economic integration were made when at the brussels Summit of 3 May 1998 it was 
decided which Member States could enter the eMu.
He then recognised the efforts and progress that had been accomplished by the country 
which in the early 1990s was the ‘sick man of europe’. In fact, after Greece had failed to 
be admitted to the first round of eMu members, it had continued its monetary efforts 
and tightened the policies with a new convergence programme, with the result that in 
1999 the Council abrogated the decision that Greece had an excessive deficit. The ecofin 
Council had approved this new programme and a revaluation of the drachma, which 
resulted in a decrease in inflation.
Through its monetary policies Greece was thus able to reduce its inflation rate (20.4% in 
1990, 2.6% in 1999 and 2% in 2000), public deficit (7.6% in 1996, 1.5% in 1999) and public 
debt, which although still higher than the reference (60%), had decreased from 112% 
in 1996. Goebbels recalled the IMF’s opinion given in November 1999 that the efforts 
made by Greece had made the country part of a virtuous circle, essential for entering 
the eMu.
Goebbels went on to explain the OeCD’s opinion that Greece had indeed improved. 
However, the organisation had also reminded Greece that there were still challenges to 
be overcome, for example in the public company sector, which needed constant financial 
aid from the government, accounting as a result for half of the public debt.
Finally, the Parliament, whose participation was required in the form of the consultation 
procedure, stated that the entry of Greece into the euro presented no risk; on the contrary, 
every Member State had the right to apply and to enter if the criteria were met. like the 
OeCD, the Parliament warned Greece that policies would have to be continued after 
2001, especially in order to comply with the Stability and Growth Pact. Greek progress 
would have to remain continuous and sustainable. Furthermore, some of the reforms 
needed to be speeded up; for example, eu legislation had to be integrated into Greek 
law. lastly, there needed to be cooperation among all sectors of industry in supporting 
counter-inflationary policies. With regard to the still high level of debt, which continued 
to be above the reference value, the Parliament stated, as the Commission had done in 
its report, that Greece could still be said to satisfy the fiscal policy criterion, because 
progress towards the reference value was present; ‘total debt is not ‘excessive’ if it is 
‘approaching the reference value at a satisfactory rate’.193 If the rule had been stricter, 
then neither belgium nor Italy would have been able to enter the eMu. Assessment 
could not be based on arithmetical and statistical figures, but rather on a wider vision 
of the political and economic history, condition and progress of the examined country.
Having presented his report, Goebbels concluded:

‘In view of the above, your rapporteur calls on the Committee on 
Economic and Monetary Affairs to recommend the Parliament to vote 

193 eP report of 15 May 2000 on the Proposal for a Council Decision for the Adoption by Greece of the single currency on 
1 January 2001. A5-0135/2000 final, p. 10. rapporteur: Goebbels.
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in favour of the attached legislative resolution – a political vote calling 
for Greek membership of the euro area.’194

•	 The debate on the goebbels report – 17.5.2000
At the 17 May plenary sitting the report was debated, with some 20 MePs and 
Commissioner Solbes Mira speaking.
Most MePs spoke in favour of Greek accession to the eMu. This majority congratulated 
Greece for the progress made, but also emphasised how important it was that the 
government keep up the policies in order to overcome the final challenges and secure 
sustainability of what had been achieved and of price stability. Mr Papayannakis (Gue/
NGl) named the challenges that had to be overcome: payment of taxes, strengthening 
regional authorities, and liberalisation and enhancement of the social economy and of 
the third sector. If these problems were solved then sustainability and price stability 
would be secured. In particular, regarding the tax payment system, Mr Papayannakis 
asserted that a large section of the Greek economy did not pay taxes and that some of 
the common european taxes did not even exist in Greece, despite which the average 
Greek tax payer paid more than other europeans, while living with still low revenues. 
This had to be changed, but unfortunately the government had recently only been 
concentrating on privatisation.
Two Greek members were in favour of entry into the eMu. Ms Giannakou Koutsikou 
from the PPe-De underlined that even though Greece still had work to do, it would not 
have been fair to discriminate against it and not to allow it to enter the system, as Italy 
and belgium, who were among the first 11 Member States to enter the eMu, also had 
a very high level of public debt. Mr Katiforis, from the PSe, further noted that Greece’s 
progress signified that Greek citizens had a very positive approach and motivation to 
break out from their low economy. Furthermore, Greece would continue to pursue the 
monetary policies, not only because the eu’s criteria obliged the country to do so, but 
because it wanted to for its own sake.
Other interesting contributions came from Ms randzio Plath (PSe), Mr von Wogau 
(PPe-De) and Mr Fatuzzo (PPe-De). The latter is easily distinguished from all the others 
because, unlike his colleagues who tried to comment on the basis of the figures and 
numbers presented in the Commission and eCb195 convergence reports, he emphasised 
how the Parliament’s role was to distance itself from these very explanations, and to 
give instead a ‘political opinion’, speaking from the ‘heart’ and the ‘soul’. In fact, he said, 
it was not the Parliament’s job, but the Commission’s, to assess a state’s economy and its 
adherence to the criteria by monitoring the indicators.
Ms randzio-Plath recalled how important monetary union was in terms of european 
integration. For this reason, all eu Member States should join the eMu, especially if they 
met the criteria. even when inside the system they would have responsibilities to fulfil 
in order to harmonise their activities with those of other Member States. Thus a complete 
monetary union would result in better cohesion and coordination among the Member 
States. For its part, Greece would have to secure sustainability of its achievements and 

194 Ibid., p. 11.
195 european Central bank.
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policies, and it would be important for all Greek political parties to come together to 
form a consensus in order to prove to the eu that the government had a solid basis from 
which to work on price stability and sustainability.
Mr von Wogau’s positive vote and the decisions of everyone else, he warned, would 
have to be based on a number of aspects. One was the information contained in the 
Commission and eCb convergence reports. Different conclusions could be deduced 
from these reports: Greece had very much improved by converging on the inflation 
indicator and that of public deficit, but had not succeeded in bringing public debt down 
to the reference value. The second aspect that had to be looked at was the fact that 
the markets had recently been trading in the light of Greece’s progress and taking for 
granted its accession to the eMu. If the proposal to admit Greece had been rejected it 
would have harmed these markets. His decision was therefore to vote in favour, but with 
amendments: the criteria would have to be applied fully and more strictly in the future; 
the Greek government would have to work on sustainability; privatisation would have 
to be maintained with the aim of reducing debt.
Mr blokland (eDD) and Mr radwan (PPe-De) spoke against Greek adoption of the euro. 
They both said that Greece should be allowed to enter the system, but that this was not 
the right moment. In fact, if Greece was accepted, a never-ending vicious circle would 
be created with ever-new reference values for the Member States wanting to apply for 
the euro. Moreover, he warned that MePs must be careful how they voted, because the 
final decision would have an impact on the strength of the monetary block, either by 
boosting confidence in the euro or by weakening it.
Most of the speeches in favour of abstention from voting made similar statements: that 
Greece was not ready to enter in January 2001; that sustainability had to be proved 
before a decision could be taken, because price stability had only been achieved a few 
months before Mr Goebbels presented his report.
An interesting comment on abstention came from Mr Koulourianos (Gue/NGl). He 
spoke against the structure of the eMu in general. It was not complete, he said; it was 
only monetary and not economic; yet Greece had made huge efforts to improve on 
convergence in order to enter this system. For this very reason, the government and the 
boG had been focusing only on convergence with the criteria, not on a better quality of 
life. Therefore, even though the indicators for inflation and public deficit had improved, 
those for unemployment had not. This was because the Treaty only established what 
the criteria were, and not the means of achieving them; a decision on this depended 
entirely on the country, which, in the case of Greece, had chosen means which were 
neither suitable nor just.
At the end of the debate, Mr Solbes Mira spoke; he reminded Parliament that Greece had 
been judged with exactly the same criteria as had been used in 1998, according to which 
accession to the eMu had been denied. He noted that the main issues that worried 
the MePs were the only recently stabilised inflation rate and the still high debt; with 
regard to the former he claimed that the progress made and the reductions in the Greek 
inflation rate were much better than those of many other european countries; the level 
corresponded to that of belgium and Italy.
Furthermore, he gave assurances that the Greek government was prepared to 
assume responsibility for continuing the work and sustaining price stability through 
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liberalisation and restructuring reform to improve the inflation situation, and a policy 
mix to reduce debt and at the same time avoid the inflation tensions which could result 
from an increase in demand, caused by a reduction in interest rates. entry into the eMu 
would facilitate these latter tasks, and would boost confidence in the euro.

•	 Vote on the report – 18.5.2000; greek accession to eMu – 19.6.2000
The day after the debate the report was voted on, with other MePs making speeches. 
Two of them heavily criticised the policies the Greek government had pursued in order 
to fulfil convergence. Mr Alavanos said that although he was going to vote in favour, 
he was very much against the eMu structure, which forced the Member State applying 
to employ very strict budgetary policies, which would only achieve nominal, not real, 
convergence. In fact, although the indicators set by the Treaty had been achieved, there 
had been no progress on decreasing unemployment. He further stated that by entering 
the eMu these social problems would not be solved, but, on the contrary, solidified; 
so he called for a restructuring of the eMu system to promote real convergence. Mr 
Theonas, who unlike Mr Alavanos said he was going to vote against, stated similar 
points: the harsh austerity policies had caused severe social problems because the 
main instruments had been ‘reduced social spending, a highly restricted budgetary 
policy, wage freezes, limited protection for workers, deregulated markets and greater 
privatisation.’196 In the view of Mr Alavanos, eMu accession would not help to overcome 
these problems, because it would oblige the Greek government and the boG to maintain 
the austerity policies, or even to enhance them.
The result of the vote was: 376 votes for the legislative resolution, 42 against, and 80 
abstentions. Consequently, the Goebbels report was adopted, and on 19 June 2000, at the 
Feira Summit, the Council adopted the Commission’s proposal of 3 May 2000:197

‘The European Council congratulates Greece on the convergence 
achieved over recent years based on sound economic and financial 
policies and welcomes the decision that Greece will join the Euro area 
on 1st January 2001 which constitutes an additional positive step in the 
monetary integration of the Union.’198

196 Debate of 17 May 2000 on the Goebbels report. (COM(2000) 274 – C5-0226/2000 –2000/0110(CNS)). Chair: Ms 
lienemann.

197 Council Decision of 19 June 2000, In accordance with Article 122(2) of the Treaty on the adoption by Greece of 
the single currency on 1 January 2001. OJ l 167, 7 July 2000, pp. 19-20.

198 Feira Summit of 19 and 20 June 2000.



THe long RoAD To THe euRo

112

 
199
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Thursday 2 April 1998

4. 5. 98 EN C 138/177Official Journal of the European Communities

C. whereas Mumia Abu-Jamal was condemned to death in December 1982 and whereas international
protests have so far succeeded in preventing his execution,

D. having regard to the hunger strike staged by Mumia Abu-Jamal and other prisoners under sentence of
death in protest against the deterioration in their conditions of imprisonment at Greene prison in
Pennsylvania,

1. Calls on the United States to abolish the death penalty, and calls on all its individual states to remove
the death penalty from their statute books;

2. Reaffirms its opposition to the use of the death penalty in all circumstances and, in this connection,
expresses its outrage at the execution of Judy Buenoano;

3. Reiterates its call for Mumia Abu-Jamal’s case to be reviewed and for the death sentence on him to
be commuted;

4. Calls on the Pennsylvania prison authorities fully to respect the rights of prisoners, including visiting
and canteen rights and the right to possess personal documents;

5. Instructs its delegation for relations with the United States to raise the case of Mumia Abu-Jamal and
the whole subject of the death penalty at its next meeting with US members of Congress;

6. Instructs its President to forward this resolution to the Council, the Commission, the President of the
United States and the Governor of Pennsylvania.

9. Democratic accountability in third stage of EMU

A4-0110/98

Resolution on democratic accountability in the third phase of EMU

The European Parliament,

− having regard to Articles 106 to 109l of the EC Treaty,

− having regard to Articles 15 and 50 of the Statute of the European System of Central Banks and of the
European Central Bank (ECB) (hereafter referred to as the Statute of the ESCB),

− having regard to Rule 148 of its Rules of Procedure,

− having regard to the report of the Committee on Economic and Monetary Affairs and Industrial Policy
and the opinion of the Committee on Institutional Affairs (A4-0110/98),

A. whereas the EC Treaty establishes the political, institutional, functional, financial and staffing
independence of the future ECB and whereas this independence can only be altered by means of a
unanimous decision of the Member States,

B. whereas, within a democracy, the starting point has to be that policy decisions should be transparent
and accountable; whereas, within the limits necessary in order to ensure a high level of growth and
employment, this principle should apply to the conduct of monetary policy by the ECB,

C. whereas the independence of the future ECB will only meet with public acceptance if the ECB enjoys
a high degree of legitimacy; whereas the only way to ensure this is full accountability of the ECB for
its actions,
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D. whereas it is essential for the ECB to establish its credibility in relation to financial markets and other
economic and social actors; whereas a high degree of transparency in monetary policy decision-
making will be the best way of underpinning this credibility,

E. whereas coordination of monetary and economic policy is essential to the smooth functioning of
EMU,

F. whereas the objective of price stability implies that the future ECB should act against inflationary as
well as deflationary pressures which seem durable,

1. Welcomes the fact that, under Article 105 of the EC Treaty, the primary objective of the ECB is to
maintain price stability, and considers that the best guarantee of this is an independent ECB;

2. Recalls Article 105(1) of the EC Treaty which recognizes the capacity of monetary policy to support
the general economic policies of the Community and to contribute to the achievement of the objectives of
the Community as laid down in Articles 2 and 3a of the EC Treaty, without prejudice to the objective of
price stability;

3. Notes that central bank monetary policy decisions influence real economic variables such as
investment, employment and growth;

4. Points to the fact that the independence of the future ECB will go further than that of any other
central bank, and that this unprecedentedly high degree of independence will call for a correspondingly
high level of democratic accountability, as real independence requires legitimacy and transparency in
order to be credible and lastingly accepted;

5. Stresses that, as the future ESCB and the ECB will conduct a single monetary policy for all the
Member States taking part in European monetary union, democratic accountability must similarly be
exercised at the European level; points out that, as the only directly elected institution at this level, the
European Parliament is a particularly appropriate institution to hold the ECB to account;

6. Points to the existing undertakings entered into and honoured by the European Monetary Institute
(EMI) towards Parliament with regard to the regular provision of information and the frequency of
meetings within its Subcommittee on Monetary Affairs;

7. Calls therefore for the organisation of a dialogue between the European Parliament and the future
ECB on monetary and economic affairs, the framework for which dialogue should be confirmed through a
mutual agreement;

8. Recognizes the fact that the EC Treaty does not give a precise definition of price stability, nor does it
specify by whom this concept is to be defined or by whom the price stability target is to be set, so that it is
therefore clear that these tasks will now fall to the future ECB according to Article 12 of its Statute;
emphasises that this fact increases the need for democratic accountability and calls on the future ECB
clearly to announce its definition of price stability and to report annually on its price stability target to the
European Parliament;

9. Calls on the future ECB also to make clear the definitions and its use of operational targets to reach
the price stability target; underlines the need to guarantee the transparency of major decisions concerning
monetary policy, as well as their background, in order to prevent a deficiency of information and
misleading market expectations, and thereby contribute to containing speculation and misinterpretation;

10. States its intention to evaluate the ECB’s performance with reference to a range of values for the
rate of growth of consumer prices below as well as above the target set by the ECB;

11. Gives notice of its intention, in addition to the presentation of the ECB Annual Report foreseen in
Article 109b(3) of the EC Treaty, to convene quarterly meetings on recent monetary and economic
developments with the President and/or other members of the Executive Board;

12. Gives notice, too, of its intention to invite the ECB President to take part in the general debate on
monetary and economic developments over the previous and the current year, on the basis of the Annual
Report of the ECB and the Annual Economic Report produced by the Commission;
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13. Urges the future ECB to include in its annual report:

− a description and evaluation of recent inflation trends and an explanation of past monetary policy
decisions in the light of these trends and how they comply with the price stability target set, its
inflation forecasts and comparisons of these with the price stability target set, as well as the forecasts
for real GDP growth upon which its target is based;

− information concerning the use of intermediate monetary targets;

− a description of how monetary policy can support the general economic policies in the Community, as
well as an appraisal of the extent to which monetary policy has in fact supported these general
economic policies, without prejudice to maintaining price stability in accordance with Article 105 of
the EC Treaty;

14. Considers it worthwhile that the quarterly reports referred to in Article 15.1 of the Statute of the
ESCB should report on the monetary policy of both the previous and the current quarter, as well as on the
activities of the ESCB;

15. Calls, in addition to the provisions in Article 10.4 of the Statute of the ESCB, for the minutes of the
ECB Governing Council meetings to be published in the form of summaries including the decisions taken
and the reasoning behind them at the latest by the day after its next meeting, these summaries also to
explain how the decisions are linked to and affect other policies; calls also for full, detailed minutes to be
published at the latest five years after the meeting;

16. Calls on the governments of the Member States not to appoint candidates that do not have the
approval of the European Parliament; calls, in the light of this experience, for legal consolidation of this
practice at a later stage;

17. Urges an examination of the need for a set of rules for the coordination of economic policy in
Europe, possibly in the form of an interinstitutional agreement between the European Parliament, the
Commission and the Council, including the procedure of the Annual Economic Report, the broad
economic guidelines and the excessive deficit procedure; given that the Luxembourg European Council
made headway with the notion of more concerted coordination of national economic policies, and more
particularly employment policies, considers that Parliament should also be able to be consulted on these
issues beyond what is already laid down in Articles 109q and 109s of the EC Treaty, and that an
undertaking to consult also on these matters should be negotiated with the other institutions concerned;

18. Instructs its President to forward this resolution to the Commission, the Council and the European
Monetary Institute.

10. Post-SFOR strategy

A4-0106/98

European Parliament recommendation to the Council on a post-SFOR strategy in Bosnia-
Herzegovina

The European Parliament,

− having regard to the proposal for a recommendation to the Council by Mrs Lalumière on behalf of the
ARE Group on a post-SFOR strategy in Bosnia-Herzegovina (B4-1103/97),

− having regard to Article J.7, second paragraph, of the EU Treaty,

− having regard to Rule 46(3) of its Rules of Procedure,

− having regard to the conclusions of the Peace Implementation Conference on Bosnia-Herzegovina
which took place in Bonn on 9/10 December 1997,
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9. Calls on the Government of the United Kingdom to give proper weight to the consideration of the
benefits of a unified European capital market, including the City of London, when taking the decision
whether to join the European single currency and to facilitate moves by the British financial sector to
prepare for the closest possible cooperation with the euro area pending the final decision of the UK
government on the matter of euro membership;

10. Requests the governments of the Member States which will participate in the euro to consider
converting into euros the whole stock of their respective public debt as soon as possible after the
introduction of the Single Currency;

11. Considers that Member States who might temporarily have to remain outside the initial EMU core
group should be protected within EMS II − on the basis of appropriate agreements between ministers of
finance and central bank presidents − from exchange rate turbulence caused by speculation or fluctuations
in other currencies, and hence unconnected with the performance of those countries;

12. Hopes that the currencies of the Member States which do not currently belong to the EMS exchange
rate agreements will join as soon as possible, not least in view of the launching of EMS II;

13. Hopes that EMU will contribute decisively to curbing the economically destabilizing effects of
speculation by establishing a major world currency area and deterring all forms of competitive devaluation
in worldwide economic relations;

14. Calls on the Council and the Commission to cooperate with the monetary authorities of the United
States in the coordination of exchange rate policies with a view to promoting stability and deterring
speculation;

15. Stresses that monetary union will help to dampen the destabilizing, deterrent effects on investment
and employment of economically harmful speculation and, in the medium term, to establish ideas of target
bands between the leading global currencies which in the long run will rule out currency dumping as a
means of competition in worldwide economic relations;

16. Considers that the replacement of the present global monetary system with a bi- or tri-polar system
consisting of the euro, the US dollar and perhaps the yen actually presents a unique opportunity for
stabilization and cooperation and offers the European Union a new and particularly responsible role in the
worldwide monetary system;

17. Calls therefore for urgent consideration to be given to a means of representation of the Union in the
relevant international fora that will better reflect the Union’s new status as one of the world’s largest
unified currency zones;

18. Instructs its President to forward this resolution to the Commission, the Council, the Council of the
EMI and the governments and parliaments of the Member States.

(c) A4-0417/97

Resolution on electronic money and economic and monetary union

The European Parliament,

− having regard to Rule 148 of its Rules of Procedure,

− having regard to the report of the Bank for International Settlements of November 1996 on electronic
money and monetary policy,

− having regard to the conclusions of the Dublin European Council of December 1996 on the transition
to the Single Currency,

− having regard to the conclusions of the Brussels G7 Council of February 1995 on the information
society,

− having regard to the series of recent announcements by various Member States on the possible
introduction of smart identity cards,
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− having regard to the report of the Committee on Economic and Monetary Affairs and Industrial Policy
and the opinions of the Committee on Research, Technological Development and Energy and the
Committee on the Environment, Public Health and Consumer Protection (A4-0417/97),

A. whereas the development of electronic money constitutes not just a transformation in payment
systems but a re-definition of money itself, thereby raising the question of who should be responsible
for its issue: the issuing of money can be left completely free, be restricted to specified institutions
subject to regulation by central banks, or continue to be restricted to central banks exclusively,

B. whereas the development of electronic money moreover raises the question of whether and to what
extent it should be made subject to monitoring by the competent authorities,

C. whereas the replacement of cash by electronic purse cards is likely, over the next decade, to be a more
significant development than electronic money on the Internet since it does not entail such a large
change in the habits of consumers and suppliers,

D. whereas the widespread use of electronic purse cards could ease significantly the difficulties for
Europe’s citizens of the introduction of the euro, both by replacing cash transactions and by providing
the facility to calculate the old national currency equivalent of sums in the new single currency,

E. whereas the rapid introduction of electronic purse cards, provided this takes place in a standardized
format, could significantly ease the difficulties for European business in making the necessary
information technology investments for the introduction of the euro,

F. whereas the growth of electronic money and the concomitant probable increase in velocity of
circulation will require central banks to adopt new arrangements to monitor its issuance and
management in order to operate monetary policy effectively,

G. whereas the development of electronic money and its widespread public acceptance is likely to occur
over a period of many years, and is therefore unlikely to pose any immediate threat to central banks’
cash assets and seigneurage, and their ability to conduct monetary policy,

H. whereas the growth of electronic money may render the responsibility, whether of central banks or of
other competent authorities, of supervising financial markets substantially more difficult, if these
bodies are unable to carry out effective monitoring where this is necessary,

I. whereas the European Central Bank would probably not wish to administer and operate electronic
money,

J. whereas a central bank regulatory regime for electronic money should not have the effect of
restricting the operation of such systems to banks alone, not least because this might slow the process
of rationalization underway in European retail financial services provision that is essential for the
overall competitive position of our economy,

K. whereas the pace of growth in the use of electronic money in the European economy is a crucial
element in determining the pace at which we become a genuine information society, an objective
which is obviously vital for Europe’s future global competitive position,

L. whereas integrating the move to the single currency with the development of the information society
will give a powerful impetus to the supply side revolution in the European economy and the flexible,
creative culture in European society, which are the very essence of the vision driving the EMU
programme,

M. whereas the present proliferation of different forms of electronic money generally, and of electronic
purses in particular, is likely to raise entry costs to the electronic market-place and would thus create
the danger of Europe’s move to the information society becoming, at the very least, biased against
SMEs and quite possibly gridlocked by anti-competitive, incompatible software and hardware
systems,
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N. whereas by the same token, a standard format for electronic money and for smart card electronic
purses, by lowering the entry costs to the electronic market-place, would disproportionately benefit
SMEs and might therefore dramatically accelerate the pace at which Europe becomes an information
society,

O. whereas smart card technology offers the possibility of adding onto an electronic purse card a
multiplicity of functions, both financial, such as those of credit, service provider and store cards, or
general, such as those of identity and social services claimants’ cards or driving licences, thereby
removing the need for citizens to carry around an increasing number of different single-function
cards,

P. whereas a standard format for smart electronic purses would therefore also diminish the parallel
dangers of anti-competitive market cartelization and potential technological gridlock in the
non-monetary use of smart cards by encouraging the development of multi-function cards, which
would further accelerate the advent of the information society,

Q. whereas in particular the development of sound electronic money and secure electronic proof of
identity are the two essential foundations of the electronic market-place which is central to the
information society,

R. whereas the development of electronic money, within a proper regulatory framework, especially if
combined with smart identity cards, could reduce fraud, tax evasion, money laundering and other
crime and whereas therefore the case for allowing it to offer the same anonymity as currently enjoyed
by cash should be considered most critically,

S. whereas, however, restricting the anonymity of transactions using electronic money and the
development of the electronic market-place generally obviously raises issues of civil liberties which
must be fully debated with a view to introducing a comprehensive regulatory framework, preferably
at Union level,

T. whereas the absence of a proper regulatory framework for electronic money would substantially
exacerbate the inadequacies already apparent in the supervision of both public and private sector data
bases across Europe, and could in itself therefore constitute a threat to civil liberties,

U. whereas there may be in the longer term potential sources of revenue from the multiple usage of the
card, for example by renting additional processing capacity on the card’s smart chip to private sector
service providers, such as credit card operators, retailers offering customer loyalty cards, telecom-
munications companies etc, or to the public sector for such functions as a driving licence, social
security or identity card,

V. whereas it is important to ensure a multiplicity of issuers within a regulatory framework which
provides for public confidence, interoperability and the stability of the financial system, in order to
allow for greater competition and innovation,

W. whereas the issuers of such cards should be regulated principally by the competent supervisory
authorities in order to ensure effective control; whereas in this context considerations of competition
and consumer protection must also be taken into account,

X. whereas appropriate issuers or operators would therefore be those financial institutions which comply
with the requirements set out in an EU-wide regulatory framework;

I. Recommends that:

1. The future European Central Bank should, together with the competent authorities, be involved in
the oversight of the electronic market-place in Europe;

2. The Commission should therefore put forward a proposal for the establishment of a regulatory
framework for the issuance of electronic money, which allows all institutions which meet the
requirements of public confidence, interoperability and stability of the financial system, to issue electronic
money under a single European passport and the supervision of the competent authorities;
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3. The Commission should give consideration to how electronic purses could be adapted to calculate
the old national currency equivalents of sums in Euros;

4. Issuers should be required to furnish the European Central Bank with such data from the system that
the bank deems necessary for the management of monetary policy;

5. Issuers should be required to furnish such data to the competent authorities as they deem necessary
for the supervision of the integrity of the financial system generally;

6. Issuers should be required to furnish such data to other relevant authorities as would be deemed by
European or national laws to be necessary to achieve other objectives of public policy, such as the fight
against crime;

7. The European Monetary Institute should comment on this resolution and set out its own analysis of
the relevance of electronic money to the realization of EMU, in a formal presentation to the Subcommittee
on Monetary Affairs of the European Parliament at its earliest convenience;

8. The Commission should likewise comment on this resolution;

9. Those Member State governments which have plans to apply smart card technology to identity cards
and/or to the streamlining and modernisation of the administration and provision of public services should
submit comments on this resolution at their earliest convenience to the Subcommittee on Monetary Affairs
of the European Parliament;

10. Any private sector interests which at present, or over the next five years, are planning to be
significant users of smart card technology, should likewise submit their comments on this resolution;

11. The Council should institute its own study of the integration of moves towards EMU and the
information society;

12. The Commission should submit to the Council and the European Parliament proposals for a
regulatory framework for the issuance of the euro smart card, and the management of smart card systems,
at its earliest convenience;

13. The Commission, on the basis of the fifth EU framework research and development programme,
and out of concern to protect more specifically the right to privacy and to ensure the safety of transactions,
should promote research activities in the field of encryption software compatible with the worldwide use
of electronic money under conditions of legal regularity and security;

14. The Council, possibly in consultation with the Council of Europe, should institute a study of the
security, data protection and civil liberties implications of the electronic marketplace;

II. Instructs its President to forward this resolution to the Commission, the Council and the European
Monetary Institute.

(d) A4-0415/97

Resolution on the euro and the consumer

The European Parliament,

− having regard to its opinion of 28 November 1996 on the proposal for a Council Regulation on some
provisions relating to the introduction of the euro (1),

− having regard to its opinion of 28 November 1996 on the proposal for a Council Regulation on the
introduction of the euro (2),

(1) OJ C 380, 16.12.1996, p. 47.
(2) OJ C 380, 16.12.1996, p. 50.
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euRo CoInS AnD BAnKnoTeS

IMAgeS oF CoMMon euRoPeAn SIDeS  

AnD SIDeS SPeCIFIC To ISSuIng CounTRIeS

© european Central bank
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SeRIeS oF HuMoRouS DRAWIngS BY THe BelgIAn  

CARToonIST RoYeR SHoWIng HoW THe euRo   

FITS InTo THe DAIlY lIVeS oF euRoPeAnS

european Commission information campaign 
Date : 2 March 1998

© european union, 2011 
(Source : european Commission Audiovisual library)
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