
Hearing of Mr Solbes Mira

IN THE CHAIR: CHRISTA RANDZIO-PLATH

Chairman. – (DE) I am pleased to welcome honourable Members to this evening's hearing. We
have with us nominee Commissioner Mr Solbes Mira, and we shall be putting questions to him
about the future of the European Union and some questions about his personal circumstances.
We shall also ask him questions about relations with the European Parliament and about ways
and means of arranging cooperation with Parliament. And we shall conclude by discussing the
specific personal responsibilities he will assume if he is elected as a Member of the
Commission.

Solbes Mira, Commissioner-designate. – (ES) I am appearing before the Committee on
Economic and Monetary Affairs in my capacity as Commissioner-designate with responsibility
for these matters in the new Commission.  I hope that this initial encounter will be the first of
many, enabling us to develop close cooperation between Parliament and the Commission, since
I believe that this relationship is vital for giving the necessary impetus to the process of
European construction.

I believe that these hearings are extremely valuable and represent a vital stage in the process of
securing Parliament’s approval of the new Commission, which is a key element in enhancing its
democratic legitimacy.

This is not the first time that I have had the opportunity of taking part in the committee’s work.
As the chairman pointed out, I did so on a number of occasions in the past during the Spanish
presidencies of 1989 and 1995 as Spanish Secretary of State for European Affairs and Minister
for Finance, and, more recently, as chairman of the Joint Committee on European Union of the
Spanish Parliament, both in the Subcommittee on Monetary Affairs, at that time under the
chairmanship of our current chairman, and in the Committee on Institutional Affairs.

In the written replies to the questionnaires which I submitted in mid-August, I described the
main points of my professional and personal career, my views on Europe and my ideas
concerning the portfolio allocated to me.  In this opening statement, and in response to the form
taken by your questions, I should like to return to some of these points so that in the debate
which ensues we can examine them in greater depth and tackle any other matters which may be
of interest to you.

As you will have gathered from my answers to the questionnaire, I have been continuously
involved in the process of building Europe since about 1973, as an expert, as a minister
representing my country in various areas, and as a Member of Parliament.

You have raised a great many questions concerning the future of Europe.  In my opinion, the
priorities for the next five years should focus on three main areas.

First, completing the process of economic and monetary union, which among other things will
involve finalising the introduction of the euro while improving the internal market.
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Second, completing the first phase of enlargement and tackling the challenges posed by that
process and by the situation of the European countries next in line.

Finally, moving forward the process of European integration launched by Maastricht and
Amsterdam, with reference essentially to the second and third pillars.

None of this can be done without proper institutional reform, something which can scarcely be
confined to the matters still outstanding from Amsterdam.

Through the debates of the Committee on Institutional Affairs, I was able to monitor the various
proposals put forward by the European Parliament during its previous term of office on the
subject of institutional reform, the scope of which will of course be determined by the
forthcoming intergovernmental conference, to which both Parliament and the Commission will
contribute.

I fully share the belief that there must be faithful and mutual cooperation between Parliament
and the Commission and I am willing to continue and, where necessary, extend the relations
established by my predecessor in the areas for which I am responsible.

I shall appear frequently before this committee as dictated by the activities already scheduled
and where unforeseen events so require.  I would therefore propose that we consider jointly the
practical arrangements for our future cooperation and I am willing to return to this matter during
the discussions shortly to be held.

I should also like to dwell briefly on a number of specific aspects of my portfolio.

One vital aspect is the way in which I see the key objectives of economic and monetary union.
My main concern – shared by everyone, I believe - is to achieve growth and employment,
matters which are of particular importance to the public as a whole.

It is clear that a high level of employment with sustained growth can only be achieved by
improving the relationship between growth and employment and making it possible once and
for all for growth in gross domestic product to outpace growth in labour productivity.

Sustained growth in turn can only be achieved through sound macro-economic policies which
produce price stability and, given the openness of our economy, through adequate growth in our
competitiveness and policies which improve our efficiency and capacity to adapt to markets.
Needless to say, this growth must in all circumstances be environment-friendly.

Improvements in employment will make it possible to improve other aspects such as living
standards, equal opportunities and social cohesion, as well as being a key element for our
European system of social protection.

As you will appreciate, these ideas are consistent with the views set out in the broad economic
policy guidelines currently in force.

To achieve this objective, we must extend economic policy coordination.  With this in view, I
shall pay particular attention to strengthening coordination and preventing the results of the
Member States’ economic policies having unwanted indirect effects in other countries.  I hope
that in this way we shall be able to formulate an appropriate and consistent policy mix for each
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Member State and for the euro zone, while ensuring cohesion between the policies of those
countries within the euro zone and those outside.  In this way, optimum results will be achieved
in terms of growth and employment.  In my view, we must avoid any discrepancies between the
single monetary policy, for which the Community is responsible, and the economic policies
administered by national governments.

That is why particular importance must be attributed to formulating the broad economic policy
guidelines each year, as a key instrument for ensuring that these policies are properly
coordinated.

Since the guidelines were introduced in 1993, much progress has been made as regards their
content and efficiency, particularly following the resolutions adopted in Amsterdam on growth
and employment and in Luxembourg on coordination of policies during the third stage of
economic and monetary union, as well as in the decisions taken in Cardiff.

Nevertheless, there is scope for improvement in the way in which coordination operates and,
with this in view, I shall devote special attention to the report I am to submit to the European
Council in Helsinki on the functioning of economic policy coordination during the third stage of
economic and monetary union, further to the decision taken at the Vienna European Council.

During the coming months, the debate must focus on improving awareness of economic trends
and the various common positions, improving efficiency of the individual processes, ensuring
the suitability and consistency of the various existing procedures, and improving the decision-
making process and supervision, as well as transparency and democratic control.

One further point I would make about employment is that is without question a political priority.
We cannot tolerate a situation where a lower percentage of our workforce is in employment than
in other areas, nor can we accept a situation where 17 million people are unemployed.  Equally,
we cannot accept a situation where unemployment is falling more slowly than the economy is
growing.

I fully understand that a substantial number of your questions have focused on the need for
cohesion between our economic policy and the impetus we must give to specific policies to
improve employment.  The ultimate objective must be growth which is sustainable and can
create jobs, while remaining consistent with the other economic policy objectives and the
processes for coordinating them.

On this last question, I should like to point out that, as far as I am concerned, the broad
economic policy guidelines must provide a global framework ensuring economic policy
cohesion and should therefore incorporate the results of the Luxembourg, Cardiff and Cologne
processes.  I also believe that this is feasible with the current timetable for taking the various
decisions.

Allow me to make a brief observation concerning the introduction of the euro.

I believe that it can be described as a total success.  The extensive use of the European currency
for the issuing of international bonds and the relatively trouble-free introduction of a single
monetary policy testify to this fact.
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During the coming months we must complete the third stage as planned and take the final
decisions on matters relating to the introduction of coins and notes.  We must also work to
ensure that the business community is properly prepared and promote the necessary public
awareness.

I must say something about the external representation of the euro.

I am not satisfied with the role given to the Commission and, while I am aware of the problems
in amending the agreement reached by the Council, I shall insist that efforts be made to find a
solution more consistent with what was agreed in Vienna.

I am in favour of a rigorous and broad monetary union and, with that in view, it is vital to pave
the way for the current Union members not belonging to the euro zone to join as soon as they
meet the criteria for participation and to enable those countries which have an opt-out to take the
relevant political decision.

A further priority during this period will be the work needed on enlargement of the European
Union.

We shall concentrate on supporting the applicant countries so as to adapt their economic
systems to the market economy model, achieve a stable macro-economic position and succeed
in attracting sufficient investment to develop their economies.

With regard to the participation of the new Member States in the euro, it must be remembered
that becoming a member of the European Union and becoming a member of the economic and
monetary union are two different things.

I should just like to mention – we can discuss this in depth later – the special attention I shall be
giving to the common strategy for the Balkans.

As you are aware, on 12 May 1999 my predecessor and the President of the World Bank
announced the introduction of an economic coordination mechanism for the region.

Lastly, I should like to refer briefly to Community statistics.

The reliability of these statistics depends to a large extent on the independence enjoyed by the
body which draws them up.  I believe that we can be satisfied with the work done by Eurostat
and the way in which it operates.  Cooperation between the statistical office and Parliament has
so far been satisfactory and I hope that it will continue to be so in future.

Madam Chairman, this brief statement was intended to underline some aspects of the subject
under consideration, but I do understand that the main part of the hearing is the dialogue
between myself and the committee members and I am therefore ready to reply to any questions
you may wish to ask.

Karas (PPE). - (DE) Mr nominee Commissioner, as you know, the principle of individual
political responsibility is one that pervades all of these hearings, both written and oral, and it
also underlies a crucial chapter in the Middelhoek report. And Commission President Prodi has
of course also referred repeatedly to the moral integrity and the moral standards that the new
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Commission has set itself. That is as you know, and we also know from the media that during
your term of office as Economics and Finance Minister in Spain, a case arose in which large
sums in unpaid tax bills were involved. There was a parliamentary investigation to look into the
activities concerned and determine political responsibilities. I therefore ask you what lessons
you draw from that experience and what consequences you acknowledge for your current
political activity.

Solbes Mira.  – (ES) I am not sure exactly what you are referring to.  There are two aspects to
this matter.

One concerns the theoretical exemption discussed in Spain concerning the period during which I
was Minister for Finance.  On this specific matter, the information you have been given is not
entirely accurate, since the decision was the result of a legal precedent resulting from a second
judgement by the courts introducing a precedent where one had previously not existed.  This
merely involved a change in the interpretation of the law in a number of cases which occurred
during the time when I was a minister.  I do not know whether this is the matter to which you
are referring.

If your concern relates to some other matter, I shall be glad to answer any relevant questions.

Karas (PPE). - (DE) Mr nominee Commissioner, I was not attacking you personally. I was
referring to the material circumstances of unpaid tax bills and to a parliamentary debate on the
matter. The case was public knowledge. I only wanted to hear from you how you think such
situations can be prevented and what consequences you acknowledge. I was not passing
judgment on you?

Solbes Mira.  –  (ES) At no time did I feel this was a personal attack. I have attempted to clarify
the matter and it is really very simple: it is not a problem of unpaid taxes but rather a problem of
taxes discussed in a court case where the courts have found in favour of the taxpayers.

There has therefore been a change by the courts in the legal principle previously followed by tax
authorities, but this does not mean there has been any exemption or any irregularity, but merely
a problem concerning a change in legal criteria.

In my view, the only thing to be done in such cases is merely to accept the situation.

Beres (PSE).  –  (FR) After the signing of the Maastricht Treaty, there was general agreement
that the next stage in the building of the European Union would be the establishment of a
political union.  The recent electoral campaign has shown that there is a lack in this area and the
experience gained in recent times reinforces the view that, following the transition to economic
and monetary union, the major step forward represented by political union is undoubtedly a
necessity.  At the same time, we all remember how the matters relating to the institutional
consequences of the transition to economic and monetary union were deliberately excluded from
the Intergovernmental Conference.  Do you believe, Commissioner, that this move towards
political union is necessary?  If, as I hope, you do, then what can be done to bring about this
development, which does not seem to be a natural one?  What can be done to speed up the
process and, lastly, how can political union be integrated into the Union’s institutional system as
it stands today.
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Solbes Mira. –  (ES) This is a difficult question to answer in the space of a few minutes.  I
personally am completely in favour of a process of greater integration.  I therefore see no reason
why we should not move forward with the process of political integration.

It is true that, from a conceptual point of view, the building of Europe has been a far cry from
what the text books would advocate.  We did not establish common defence or security, a
common currency or a common foreign policy from the outset.  We have followed a pragmatic
approach which has led us to embrace a wide variety of solutions.

It is also true that, as a result of this pragmatic approach, monetary union in particular is not
consistent with the general blueprint for Europe launched in 1957.

When the important decision was taken in Maastricht to take a major stride forward towards the
pooling of sovereignty implied by the establishment of the European Central Bank, there were
many who thought that it was the right time for a further political advance.

I believe that the debate has come out into the open.  It is worth remembering the positions
adopted by Chancellor Kohl at the time in favour of strengthening the role of this Parliament
and moving towards a firmer stance on European federalism.

We should also recall the argument put forward by some of the leading figures in the process of
monetary integration that in the long run this process would inevitably lead to greater political
responsibilities.

I do not agree that there is a cause and effect relationship here. I am more inclined to agree with
what you have just said concerning the need to take additional political decisions in order to
make a quantum leap towards political integration.

A further argument is – and here there is more scope for agreement – that an additional
monetary integration process will involve stages that will facilitate the debate on political
integration. I personally would support that argument.

Within my own sphere of responsibility, for example, one of the points I highlighted during my
introduction, namely economic policy coordination, is in my view, fundamental for making the
kind of progress you wish to see.

At present, we are working in an almost intergovernmental manner, in as far as it is the
Commission which submits its recommendations, while the Member States subsequently decide
on the broad economic policy guidelines.

We need to take coordination a step further and this will involve further changes. Can this be
done with the kind of institutional model we have or do we need to move further in the process
of political integration?

I personally am convinced that we will end up by moving further towards political integration.

Berès (PSE).  – (FR) If it were possible in the context of the IGC to include the question of
changes to the Treaty, notably with a view to enabling Parliament to be more closely involved in
the process of drawing up and examining economic policy coordination, would you be in
favour?
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Solbes Mira.  – (ES) I imagine that we shall have time to return to this matter subsequently. As
things stand, in accordance with the decisions taken in Cologne, the IGC is set to consider
institutional matters relating to very specific topics such as majority voting, the number of
Commissioners and the weighting of votes.

Consequently, it would be difficult to incorporate issues such as changing Parliament’s role in
the economic policy decision-making process. This would involve a quantum leap. However,
there is no doubt that the Commission’s position has always been – and I hope this will continue
under the new Commission – that Parliament should be associated as closely as possible within
the framework of a coherent distribution of powers and in line with the responsibilities allocated
by the Treaties to the various institutions. In this connection, I would remind you of the letters
from President Santer on this point, to which we will undoubtedly return in the future.

Agag Longo (PPE).  – (ES) Mr Solbes, in your written replies you say that, once price stability
has been achieved, priority will need to be given to the objectives of growth and employment.

On the other hand, looking more closely at your replies, you also say that you see no
contradiction between the Employment Pact and the Stability and Growth Pact, provided they
are based on the correct fiscal policy.

In this connection, I should like to ask to what extent or under what circumstances you would be
willing to sacrifice the objective of price stability in favour of the objectives of growth and
employment.

Secondly, what policies would you advocate to achieve higher economic growth and higher
levels of employment? I know that you have already dealt with this question in your written
replies, but I should like to know whether you are able to quantify as far as possible what you
mean by a correct fiscal policy.

Solbes Mira.  – (ES) Dealing first with the priority to be given to the various objectives, I am
convinced that price stability is a precondition, in the sense that it will enable us to define a
much clearer reference framework and avoid deviations or other problems which make it much
harder to manage economic policy.

The experience gained in recent years has clearly shown that efforts to secure price stability in
the European Union have a positive impact on growth and employment. There is not the
slightest doubt about this. In theoretical terms, there is no doubt that inflation above a certain
level inevitably creates medium- and long-term problems for growth and employment, whereas
with much lower inflation levels, it is debatable whether this occurs. We have the impression
that it does, but it is rather more debatable.

We are now starting from a situation where we have low prices and a degree of stability in this
area, in addition to a certain level of general macroeconomic stability. What margin is available
to us at the moment? I firmly believe that we should see this in the coming months, with budget
deficits behaving better than predicted even in the convergence and stability plans. This will
allow a greater margin for manoeuvre by the national authorities. What will be the priority at
that time? It will depend to a large extent on the position of each country. We need to go further
in reducing deficits. So if the level of deficit is high, this would undoubtedly be the main
priority as far as I am concerned. If the deficit level is lower, this may produce other options,
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such as public investment or additional training. How these resources can be put to different use
is an exciting and interesting question for discussion in the coming months.

You know as well as I do that the second point raised, the problem of quantifying fiscal policy,
is a question to which there is no answer. The fiscal policy pursued depends on the fiscal
pressure you wish to exert, which in turn depends on the objectives you wish to achieve with
this policy. This is the main difficulty. If you want high levels of social protection and wish to
finance that social protection through a capitalisation model, clearly you will have more margin
for manoeuvre in fiscal terms. If you favour a public model, then there will be less margin for
manoeuvre.

What is clear is that in a monetary union, particularly under a system where we are moving
towards harmonisation of financial services, I do think it reasonable to harmonise fiscal policy –
and I say harmonise and not standardise.

Agag Longo (PPE).  – (ES) I should like to know whether you believe that the Stability and
Growth Pact will continue to take precedence over other types of political initiative, such as
setting specific job creation targets, which might well jeopardise fiscal balance or the correct
fiscal policy.

Solbes Mira.  – (ES) I feel that this too is not a very realistic question. It assumes that there will
be a contradiction between these policies. Why should there be? I believe that cohesion between
policies is possible and we must work to achieve that.

I imagine that, as the afternoon progresses, we will be discussing employment, employment
guidelines and the Stability and Growth Pact and I therefore believe that we shall be able to
highlight the options that will enable us to avoid situations of this kind.

Donnelly (PSE). – (EN) I would like to come back in the next round of questioning on this
issue related to economic policy but in this section, I would like to pursue the point made by Mr
Solbes Mira regarding the applicant countries for membership of the European Union. As you
said, both in your written statement and very briefly in your presentation this afternoon, once
those countries have accepted the acquis communataire, they will have to pursue policies of
convergence and membership of the single currency. Could you elaborate on what you said in
point 3.1 of your written statement where you talked about the importance of economic
convergence of the applicant countries and, in particular, are you suggesting that there should be
some sort of preaccession convergence programme for these countries?

Could you just spell out a bit more clearly what you feel those countries should be doing now in
preparation and immediately afterwards in order to meet the convergence requirements of the
European Union?

Solbes Mira.  – (ES) If we believe that stability policy is a good thing for the countries of the
Union, there is no reason why it should not also be a positive approach for the applicant
countries. So, this is a crucial point. However, I do not know if it is a priority for the applicant
countries. Some of the applicant countries have an economic system quite similar to our own,
while others have a centralised economy whose main priority is the transition to a market
economy system.
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If our aim is to support these countries, the first thing to do is to help them introduce the market
economy so that it is compatible with our own market economy model. Secondly, we should
help them formulate a coherent macroeconomic policy with convergence targets. Should this be
done by means of preaccession plans, convergence plans or other types of aid? I am not sure,
since I have not given the matter sufficient consideration.  However, the idea seems worthy of
debate.

We are all aware that the problems initially faced by these countries will not be the same as the
problems faced by the countries of the European Union or when implementing the Maastricht
Treaty. Their economic situation will be different from ours. Above all, and this I feel is a
crucial point, we shall not know at the time when enlargement takes place what impact
accession to the Union will have on these countries. Take the example of Spain. The opening up
of its economy has had favourable as well as adverse effects. There were adverse effects on
employment as a result of the modernisation of the economy. Yet there were favourable effects
with regard to price reductions and other aspects relating to the opening up and improved
functioning of the economic process.

To try and make these countries comply with the convergence programmes from the outset
seems to me excessive, just as I also think it excessive for these countries to try and join the
single currency from the outset. I believe that exchange rates are a crucial instrument which
should enjoy a certain flexibility during the early stages of enlargement. Otherwise, we run the
risk of creating further difficulties in these countries. A further factor – and one that I consider
positive – is the fact that the possibility has been mooted that, with the agreement of these
countries, their currencies could enter the exchange rate mechanism, giving them a point of
reference and a certain degree of monetary stability.

Donnelly (PSE). – (UK) I take it therefore that Mr Solbes Mira is accepting that there is, at least
in the short-term, a contradiction between heavy infrastructure investment programmes, and
therefore the borrowing requirements of these applicant countries, and the constraints that are
placed on countries that are seeking to join the single currency and the constraints of any
convergence programme.

Solbes Mira.  – (ES) That is not exactly what I said. Mr Donnelly is perfectly entitled to look
for contradictions in my words, but that is not exactly my position.

If the question concerns my position on giving priority to investment in these countries, then I
would say that absolute priority should be given to that goal. I believe public investment to be
vital, both from within and outside, and in combination with private investment. I believe it is
vital to attempt to attract investment to these countries in order to modernise them and create
jobs. Otherwise, the enlargement process will inevitably create many problems.

Schmidt (ELDR). – (SV) Mr Solbes Mira, in your written answers you elaborate on how you
see the EU’s future in several fields. You are often fairly detailed and precise, but there is one
area I find lacking, somewhat to my surprise. Perhaps you touched on it in your introductory
remarks. You do not address the fact that euroland currently comprises only 11 countries; my
home country, Sweden, is one of those outside. I would therefore like you to elaborate on your
thoughts in this vital area. What, in your view, does being outside the eurozone imply for the EU
as a whole and for all those countries currently outside EMU? The fundamental question as I see
it is: can the European Union survive in its present form unless all the Member States take part
fully in all Community areas?
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Solbes Mira.  – (ES) There is no doubt that we can survive with the existing model. In fact, the
model defined at Maastricht enables us to maintain this differentiated approach.

I would prefer a system where everyone could take part in everything, but I understand that this
is not a decision for me to take but rather one for each individual Member State.

My preference is for a model of monetary union that is rigorous and wide-ranging, covering all
the countries of the Union, but I understand that there are some countries which, for one reason
or another, believe that now is not the right time for them to join the monetary union.

Moving on to the other part of your question, is it reasonable to imagine that economic policy
coordination can be undertaken without taking account of the effects on those countries which
do not belong to the euro 11 and the monetary union? Certainly not. I believe it is a matter of
vital common interest that everyone should be involved in monetary policy coordination. The
effects of any economic policy measure will be felt both in the countries which are members of
the monetary union and in those which are not. As I see things therefore, coordination must also
include those countries which are not members of the monetary union. There are some aspects
which have to be determined globally for the Union as a whole, regardless of whether a country
is part of the single currency at the present time.

Schmidt (ELDR). – (SV) According to the Treaty that is so. In theory it is so, Mr Solbes Mira.
But in practice is it not so that we will then in fact have two European Unions: on the one hand a
whole and complete European Union, and on the other hand a few countries existing alongside
the Union. My question is: have I understood correctly that you believe that this is possible even
in the slightly longer term? I understood that you do not consider it to be desirable. I would also
like to ask what you are prepared to do to ensure that we have a complete and whole EU of the
15 countries and, in the next phase, of the new Member States too, particularly those in Eastern
Europe.

Solbes Mira.  – (ES) On the first question of whether there will be two separate European
Unions, I do not think so. It should be remembered that not even the euro 11 mechanism has the
power to take legislative decisions. All regulatory aspects and any kind of decision, whether
legislative or not, are the responsibility of ECOFIN and not  the euro 11.

Turning to the second point, concerning my own view of the problem, I should make it plain
that it would be a serious error on the part of those responsible for the process of European
construction to create a model involving further obstacles for those countries not currently part
of the euro.  I shall therefore devote special attention to ensuring that those countries which are
not currently part of the monetary union do not face problems in the future. The doors to
monetary union must be kept permanently open for those countries which are not currently
members, either because they did not meet the convergence criteria or because they adopted a
political decision not to do so, in accordance with the Treaty. In my view, this applies equally to
existing Member States and future ones.

Jonckheer (V/ALE).  – (FR) I should like to return for a moment to the question asked by Mrs
Berès. In the section of the questionnaire dealing with the future of the European Union, your
replies cover a single page and are rather general in nature. On the subject of the future
Intergovernmental Conference, you say that we should move beyond the matters officially on
the agenda at present, such as how votes should be weighted in the Council. Could you spell out
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your own views on this matter? In particular, would you support a strengthening of the powers
of the European  Parliament, particularly as regards the framework legislation on economic and
monetary policy, including the power of codecision by Parliament on this framework
legislation? In addition, would you personally support the idea within the Commission that it is
absolutely vital to move to a system of qualified majority voting for fiscal matters?

Solbes Mira.  – (ES) At present the matters on the agenda for the Intergovernmental Conference
derive from the mandate given by the Cologne Summit. As I said before, these are limited in
scope and linked to certain changes.

Will this prove sufficient to tackle enlargement? I think that there is a widely held view that by
focusing exclusively on the problem of the weighting of votes, the size of the Commission, and
majority voting, we shall not be in a position to resolve all the problems raised by enlargement.
In fact, Mr Prodi himself has announced that a group of wise men is to be set up to analyse the
problems which might arise, although obviously this does not involve any future commitment
on the part of the Commission.

In my opinion, therefore, the Intergovernmental Conference should go further. How far should it
go? Should it advance as far as economic and monetary union? Here we are embarking on a
rather more delicate issue, more difficult to deal with at the present time. The model for the
establishment of economic and monetary union is not the general model laid down in the Treaty
for the first pillar. It is a different model. The existence of the Central Bank as a distinct body,
the distinct role played by the Commission compared to its role in other areas, the existence of
the former Monetary Committee and the current Economic and Financial Committee, which
does not correspond to the standard committee model, nor even the 113 committee or the
Special Committee on Agriculture, as well as the specific way in which responsibilities are
allocated for certain areas of economic policy, as is the case for the broad economic policy
guidelines, which depend on a recommendation from the Commission since this is an area for
which the Member States are competent – the system is almost an intergovernmental one –
mean that the problem is more complicated.

So what role should the European Parliament play? I hope and believe that we will be able to
discuss this question in due course. I believe that the European Parliament can play a somewhat
greater role in the broad economic policy guidelines. However, It is much more difficult to see
what role Parliament might play in the excessive deficit procedure. The question of codecision
depends on the matters concerned. However, we are already facing sufficient problems here, just
as we are with the question of the majority required for votes on fiscal matters. I believe we
made substantial progress at Amsterdam on the question of Parliament’s powers in the field of
codecision. We are not yet applying the Amsterdam provisions and while it is legitimate for
Parliament to call for further progress, I feel that it would be better to wait for a number of
months and to learn from experience.

Jonckheer (V/ALE).  – (FR) The Treaty of Amsterdam did nothing to change Parliament’s
powers in the field of economic and monetary policy, a question not even discussed in
Amsterdam. I should be glad if you would spell out your position on fiscal matters. Are you or
are you not in favour of moving to qualified majority voting for fiscal policy matters and a
power of codecision for the European Parliament?
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Solbes Mira.  – (ES) In theory and in the long term, I am completely in favour of qualified
majority voting for fiscal matters. However, I am not sure that this is the time to raise the issue,
nor do I think it is feasible at present.

Theonas (GUE/NGL). – (EL) Mr Solbes Mira, you maintain both in your written answers and
in your oral presentation that the ultimate objective must be sustainable development that
creates employment. How realistic, however, is that objective when speculation on the
international money markets channels over 80% of available resources into paper assets instead
of into the real economy? When the persistence with the policy of monetary stability by
European central banks is already producing anti-inflationary phenomena in some European
economies? When the Stability Pact is strangling public investment, while the funding of trans-
European networks is still lacking? In these circumstances, can European citizens who are
afflicted by mass unemployment have any confidence in the future of EMU and the construction
of Europe itself?

Solbes Mira. –  (ES) I disagree with some of your remarks. I believe that sustainable growth
that will create employment is crucial. Not all aspects of the financial economy are divorced
from the real economy, since stock exchange investments ultimately go to companies, which
obviously do operate in the real world. However, I should like to go into greater detail on the
final part of your question. Are we in a situation characterised by deflation and has the effect of
the Stability and Growth Pact been to paralyse public investment?

First of all, I do not agree that we are experiencing deflation. What we have is a situation with
low prices which is providing great economic stability and, even better, has created a margin for
cutting interest rates, thereby generating a sharp increase in investment and consumption in the
various European countries. Consequently, I do not agree that we are experiencing deflation.
Certainly, we have a situation to which we are unaccustomed, where prices in Europe are very
low – some countries may be more accustomed to this than others – and I believe that this is a
positive process. Has the Stability and Growth Pact stifled or prevented growth or the
maintenance of public investment? The figures do not bear this out. It is true that if we compare
the figures for public investment from the early 1990s with the current situation, we can see that
the European average has fallen from around 2.8% of GDP at the beginning of the 1990s to
2.1% at the present time. This is plain to see. However, we should ask ourselves whether these
figures are really comparable. Telecommunications, for example, which were publicly owned in
the early 1990s are now no longer counted as a public investment. The same is true of other
types of activities, such as infrastructures covered by private funding arrangements, which years
ago were in the public sector. Yet, let us accept that there has been a certain decline in public
investment.

I should like to make two remarks on this question. First, the impression to be gained at present
is that public investment is beginning to recover and that the current 2.1% of GDP will shortly
rise to 2.3%, perhaps in the space of two years. At the present time, the potential margin for
manoeuvre in public investment is growing.

Secondly, it should not  be forgotten that it was the same decline in public investment which
made it possible to cut deficits, which was a key element in the fall in interest rates, which
produced higher investment growth and private consumption, generating employment in other
ways.
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Consequently, I am not convinced that the final outcome of a period of reduced public
investment designed to meet the convergence criteria was really so negative.

Theonas (GUE/NGL). – (EL)  Thank you very much, Mr Solbes Mira, for your answer.
However, I infer from this that you believe that the rate of development in the European Union
is satisfactory and the rate of job creation is also satisfactory? As regards public investment, its
breakdown is the same today as it was in 1990? Perhaps today most of it goes into infrastructure
and not into production and production processes?

Solbes Mira. –  (ES) Is the rate of growth satisfactory? No, I would prefer to see a somewhat
higher rate of growth, but the fact remains that we are looking at growth in the region of 2% for
the coming year. On average this is not a bad rate of growth and I hope that results in the
coming year may give us cause for satisfaction.

As far as employment is concerned, we cannot be satisfied while we still have a level of
unemployment equal to 10% of the working population. Yet it must be recognised that in recent
years we have made satisfactory progress compared to the crisis situation from which we started
in 1992/1993.

As far as infrastructure is concerned, there may well have been a decline in investment, as I
already mentioned. As far as production investment is concerned, the entrepreneurial role played
by the public sector has declined and these activities have been transferred to a large extent to
the private sector.

Chairman. - (DE) Mr Solbes Mira, a final question to conclude the first round. You have
already referred to equality of opportunity: How will you seek to promote equality of
opportunity in your staff policy, and also in your policy as a future Member of the European
Commission at European Union level?

Solbes Mira. –  (ES) As a general philosophy, I believe that the creation of jobs, particularly in
combination with the educational improvements now available, will provide many more
opportunities for women in general terms. For the moment, my only direct responsibility in this
area is the composition of my private office. I can tell you that the head of my private office will
be Mr Luis Planas and the deputy head Mr Stahl, who is of German nationality. Three other
persons have been appointed, all of whom are women, while a fourth appointment is under
consideration. I do not yet know whether this will be a man or a woman, but there is a more than
50% chance that it will be a woman. Needless to say, I have taken all these decisions on the
basis of the qualities possessed by the candidates concerned.

García-Margallo y Marfil (PPE).  – (ES) The Treaty on European Union stipulates that the
priority objective of the European Central Bank is price stability, while the statute of the
European System of Central Banks assigns responsibility for taking the relevant decisions to the
European Central Bank. What is an acceptable level? During the previous parliamentary term,
opinions were divided in the Subcommittee on Monetary Affairs and I would draw your
attention to the opinion put forward by Mr Goodhart of the London School of Economics, who
said that this institutional mechanism posed problems with regard to the need for democratic
accountability on the part of the European Central Bank – which acts as judge and jury – when
defining the objectives to be met. It also posed problems for Europe’s potential role as an engine
of world growth in the event of a crisis and he therefore suggested that the treaties be amended
so as to give the European Council responsibility for determining an appropriate level of price
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stability, after consulting the European Central Bank and the Commission and after a debate in
the European  Parliament. Without necessarily agreeing with the views put forward by Mr
Goodhart in the Subcommittee on Monetary Affairs, I should like to know whether Mr Solbes
Mira, in his capacity as the Commissioner responsible for economic policy, believes that it
would be desirable to put a decision of this kind before the Intergovernmental Conference to
which you have frequently referred.

Solbes Mira. –  (ES) In theory, any matter can be put  before an intergovernmental conference,
although this must depend to a large extent on the type of intergovernmental conference we
want to see. In the past, one of the dangers threatening the intergovernmental conference process
has been the overloading of the agenda with the result that at the end of the day it has been
impossible to secure a modicum of coherent results from these conferences. At present the
matters to be dealt with by the Intergovernmental Conference are mainly concerned with
institutional reform rather than other matters. I do not  know what the final outcome will be. It
should not be forgotten that this is a decision for the Member States, given the very nature of the
conference.

On the second point of whether I think such a proposal is realistic, I would say that, on the basis
of current experience of the performance of the European Central Bank and the performance of
prices in Europe, this issue is not a priority. In other words, in my view the performance of
prices in Europe has been quite satisfactory, as has the decision-making process of the European
Central Bank. There is no urgent need to discuss this matter. It is a question which might merit
debate in the future but not at the present time.

García-Margallo y Marfil (PPE).  – (ES) On the basis of your answer and, given that this an
objective which cannot be considered in the short to medium term, what can be done to ensure
that the European Parliament plays a more important role in determining an appropriate rate of
inflation at any given moment?

Solbes Mira. –  (ES)  I believe that as things stand, the European Parliament already has the
possibility of holding hearings with the President of the European Central Bank, which is
required to inform the European Parliament of its monetary policy, as well as its expectations
and future prospects. It is in this context that Parliament can set forth its points of view and,
while I am well aware that these views may be accepted, rejected, or given varying degrees of
weight by the European Central Bank, this is the institutional model in place at present.

I do not think it either conceivable or in any way practical for inflation targets to be set by
parliamentary decision. That would be too complicated. Even in national budgets, inflation
targets are not seen as completely immovable. We all know the difficulties that a target of this
kind can generate.
Chairman. - (DE) I too have a question about the democratic deficit. You have said that you
also have an interest in overcoming the democratic deficit and working in close cooperation
with Parliament. I should like clarification on the following four points: Would you be prepared
to support the European Parliament in concluding an interinstitutional agreement on
fundamental principles of economic policy and consultations on that, which we would very
much like to have with the Commission and the Council? Are you prepared to support
Parliament in that? Would you be prepared to comply with Parliament's call for a European
council of experts to be institutionalised, as a body that would assess the economic situation in
the Union independently of the Commission? Would you, thirdly, be prepared if need be to
bring proceedings before the European Court against the Council in favour of European
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Commission participation in the European Union’s international representation in the euro zone,
as called for by Parliament? And, lastly, would you be prepared to give the European Parliament
a part or a place in the consultations in the Working Party on Growth, Competitiveness and
Employment?

Solbes Mira. –  (ES) Madame President, you have set me a difficult task by asking me to
answer four very substantial questions in the space of only three minutes. I shall do my best.

With regard to the first point – the interinstitutional agreement – Parliament has until now called
for an interinstitutional agreement on the specific question of as the broad economic policy
guidelines. If I understand the chairman correctly, her proposal is somewhat broader in scope.
As far as the excessive deficit procedure is concerned, there would be a major difficulty as
regards cooperation with Parliament, since the procedure concludes with a secret
recommendation. It is difficult to see  how a procedure which ends in a secret recommendation
could involve a public debate.

With regard to the question of the broad economic policy guidelines, it is true that the
Commission said in a 1997 letter from President Santer that it would look favourably on any
interinstitutional agreement, if the three institutions were parties to it. I believe that this position
is still a valid and correct one. It is also true that there were two letters,  one from Britain and
one from Germany, rejecting this proposal. Can an interinstitutional agreement be reached
between two  parties? I would not support such a measure, as I think the idea of Parliament and
the Commission making common cause against the Council would not make sense, particularly
in an area for which responsibility for decision-making lies with the national governments. What
proposals would I put to you in a spirit of close cooperation between Parliament and the
Commission? First of all, at the present time and under the present system, Parliament has the
possibility when the annual report is submitted – and this includes useful elements for the debate
on the following year’s broad economic policy guidelines – of adopting a resolution setting out
its assessment of the economic guidelines or putting forward useful proposals. This possibility
already exists and works well.

The presentation of the broad economic policy guidelines also offers Parliament the opportunity
of giving its views. Clearly these two possibilities should be preserved. However, it is true that
the time lag between the two events means that Parliament’s first debate is too early and its
second debate too late. What I would therefore propose is that I should undertake to appear
before Parliament in February when the summary report on the implementation of the broad
economic policy guidelines for the previous year is published, so that Parliament can hold a
debate on the basis of this report and we shall thus be familiar with its views when drawing up
the broad economic policy guidelines for the following year.

The idea of a council of experts is an attractive one. Work is currently under way on another
idea, which, although not exactly the same, could operate along the same lines. The idea is to
hold a European economic seminar during the month of November in Brussels, to which
Parliament would naturally be invited together with economists from the different countries of
the Union.  This would be a good opportunity to see what this kind of discussion might produce
and if necessary to go into greater depth.

The main difficulty with the representation of the euro zone is that, for the moment at least,
there is no Community act on which it can be based.
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Finally, on the problem of growth and employment, I see no reason why this matter cannot be
discussed during my frequent appearances before Parliament.

Chairman. - (DE) I conclude from the openness of your approach that you will perhaps already
be thinking of including our proposals in the Commission’s own proposal. I simply wish to ask
how, in this connection, you would wish to involve Parliament with the Commission Working
Party on Growth, Competitiveness and Employment. Would this mean that Parliament would be
given observer status through its committees, or do you have in mind that there should be
regular reports from the working party to Parliament?

Solbes Mira. -  (ES) I am not in a position to answer that question since it is not a subject to
which I have given any thought. It seems reasonable that Parliament and the Commission should
debate these matters and it is a question to which we can return in future.

Pomés Ruiz (PPE). – (ES) You have already given your personal views on the role of
Parliament in previous answers.

I am concerned by your reply to the written question No 11 concerning formal participation by
Parliament where you say that any unnecessary delays must be avoided, as if, instead of
contributing to the search for a better and more democratic solution, Parliament’s role was a
minor hindrance.

Your previous experience was as a member of the Council. For five years you were a minister
with a large parliamentary majority and had no difficulties in Parliament. I should therefore like
to ask you about your general attitude, although this will not be a theoretical question. You say
that the interinstituational agreement must involve three parties, yet you must know that an
among with three parties is built on the basis of an agreement between parties.

If you had to reach an agreement, with whom would you sit down first? Who has the greater
credibility, the Council or Parliament? Do you think it would be easier to seek support from
Parliament rather than the Council?

Solbes Mira. –  (ES) If you are asking whether it would be easier to reach an agreement
between the Commission and the Council or between the Commission and Parliament, then I
would say that it might well be easier to reach agreement between the Commission and
Parliament.

If you are asking me indirectly whether I would support an agreement between the Commission
and Parliament in opposition to the Council, I would say no, since this would be an improper
way of doing things from the institution’s point of view.

There are other kinds of formula which do not involve an agreement of this kind and which can
produce the same results. What I do consider vital is that Parliament should take part in one way
or another in the formulation of the broad economic policy guidelines, by making known its
views.

Pomés Ruiz (PPE). – (ES)  I remember that in his first speech Mr Prodi said that he would
rather take a wrong decision than no decision at all. This represents a bold gamble in favour of
progress. Sometimes trying to reach agreement among three parties can mean progressing at a
slower rate or  not at all.
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How do you view Mr Prodi’s pledge to this Parliament that he intends to take decisions? You
say that you would only take them with the agreement of the three institutions.

Solbes Mira. –  (ES) I do not think your comparison is valid. I agree with what Mr Prodi said. I
believe that the man who has never a mistake is the man who has never taken a decision.
Decisions must be taken, the problem is what are the implications of our decisions and what
alternative formulas do we have.

An agreement between two institutions in my view would create institutional tensions, the
practical results of which would be much more negative than the cooperation arrangements I
have proposed.

Why should that be? We should not forget that, when all is said and done, what the Commission
does is to put forward a recommendation for the broad economic guidelines, while it is the
Member States which adopt them. In this case the Commission does not even have a right of
initiative. Once again, what we have is a procedure sui generis applied within the framework of
monetary union.

What I am proposing to you is that Parliament should be able to make its voice heard and bring
its full institutional weight to bear and I am convinced that this would ultimately result in any
valid points it made being taken on board.

Corbett (PSE). – (EN) In a normal democratic system, draft legislation that is rejected by the
elected parliaments cannot become law. In the European Union this is the case under the
codecision and assent procedures but it is not the case in other areas. You state in your answer to
Question 4.5 that in the face of an overwhelming expression of Parliament’s opposition, it
would appear to you to be a serious political error to go ahead with any given legislative
proposal. I welcome that statement. My question is would  you, within the Commission,
advocate the inclusion of such an undertaking in the forthcoming revision of the code of conduct
which governs procedures and relationships between the Parliament and the Commission which
your colleague, Mrs de Palacio, has agreed needs to be revised before the end of this year?

Solbes Mira. –  (ES)  I stand by what I said in my written reply.

There is no doubt that, if we begin to discuss this issue, we shall see what is meant by majority
opposition. We are talking about decisions of any kind. Once the matter is examined in depth,
there are many fine distinctions to be made.

However, my basic political philosophy - and I believe that this is what is of interest to
Parliament – is that it is hard to see how a decision could be adopted if Parliament were
radically opposed to it. This is the argument on which  my written replies were based and I stand
by it.

Should it be included in the Intergovernmental Conference? Clearly, this is a matter that will
have to be looked at, since the question of what will be discussed at the Intergovernmental
Conference is still to be settled. It is not for me to make any firm proposals on the matter. That
is a job for the Commission.
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Am I willing to discuss this matter with the Commission President?  I do not see why not. It is a
topic worthy of a discussion in an attempt to decide on a position one way or the other.

Gasòliba I Böhm (ELDR). – (ES)  During its previous term of office, the European Parliament
adopted a series of reports drawn up by the Committee on Economic and Monetary Affairs
concerning the introduction of monetary union and the euro, in which it proposed moving
beyond the existing mechanism for directing economic and monetary policy to give an enhanced
role to the Commission, where the latter would give genuine guidance to the Union’s economic
and monetary policy in closer cooperation with the European Parliament.

The Committee on Economic and Monetary Affairs also addressed the question of how to act
more effectively and ensure that the necessary instruments are available to act in cases where
serious imbalances arise between states or regions or when so-called ‘asymmetrical shocks’
occur.

Clearly this goes further than the views you expressed in your written replies, where you speak
of extending the coordination process, but show no ambition to establish guidance of economic
and monetary policy at Commission level so as to be able to take action in the event of serious
economic, regional or social imbalances of the kind I mentioned.

Solbes Mira. – (ES) There are two things to be said in reply to your question.

I have no objection to the idea of moving beyond the existing model, quite the contrary.
However, the existing institutional model does not work in this way.  I have stressed the fact
that the existing model for establishing monetary union and economic and monetary policy is
radically different from other models used for the construction of Europe.

This is no accident, but is dictated by a series of practical reasons and other factors linked to the
distribution of powers.

The advantage of the current model is that it works.  You may say that it does not work well
enough, that it can be improved, and that further advances are needed in certain areas.  I would
be willing to accept this kind of criticism, but I find it hard to see why the model should be
totally overhauled with a switch to a more uniform model solely for the purposes of
standardisation with no underlying reason, when this might in the long run have the serious
drawback of changing from a system which works, albeit with shortcomings, to a system which
no longer works.

In my opinion, economic policy coordination will be a key element and that is why I highlighted
its importance in my introduction.  It is an issue to which I intend to devote special attention
during the coming months as I believe it is vital for the future.

As part of the question of economic policy coordination, we must also resolve the problem of
asymmetrical shocks.  As you are aware, this is a subject on which much has been written in the
context of economic and monetary union.

On the basis of the initial work of the EMI, it is not clear whether the problems we have
experienced so far are a result of an asymmetrical shock or a reaction to it.
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It is equally uncertain in the new context of enhanced stability whether the relations between the
countries are the same as they were before.  It is uncertain whether the automatic stabilisers that
provide a greater margin for manoeuvre, particular as regards fiscal policy, make it possible to
absorb these asymmetrical shocks fully or partially.

In short, I think it would be very dangerous to embark on a discussion concerning the
classification of shocks so as to determine how we react to them when Article 100 of the Treaty
(ex Article 103a) stipulates clearly that when a Member State is in difficulties or is seriously
threatened, the Council should take the necessary decisions, acting unanimously.

In other words, the way I see the construction of Europe is that no-one should take pleasure in
the fact that another Member State is experiencing difficulties or problems.  If there is a
difficulty or problem in another Member State, it is a matter of common interest which all
should seek to resolve.

Accordingly, if a difficulty of this kind arises, my view is that the Council should be convened
in order to look for a solution.  To attempt to define a theoretical model of solutions for specific
cases when they arise would in my view lead us into a hugely frustrating debate which would
produce scant results.

Gasòliba I Böhm (ELDR). – (ES) Let me take your last point first.  What you say is not
covered by the Treaty either.  There are matters not covered by the Treaty, but we can still strive
to bring them into being.  What the Committee on Economic and Monetary Affairs and the last
Parliament proposed was to strive to move beyond the existing framework during the five year
term of office.  You say that you want to step up coordination in the coming months.  This needs
to be done and is all well and good.  However, we cannot restrict ourselves to looking only a
few months ahead.  What we want to know is whether during this five year period you will
cooperate with the approach proposed by the European Parliament in order to step up and
achieve an economic and monetary policy, under guidance of the Commission which is
consistent with monetary union and the European internal market.

Solbes Mira. – (ES)  According to what you say, one of the questions we are discussing is not
what exists but what could or should exist.

My position on your specific proposal would be as follows: let us look at coordination and see
what scope is available for more extensive economic policy coordination, let us look at the
weaknesses and if, within a year or 18 months, we see that difficulties are arising, I should be
pleased to discuss with Parliament what improvements are needed.

Knörr Borràs (V/ALE).  – (ES)  Commissioner, I know it was yesterday, but allow me to
congratulate you on your 56th birthday.

The reputation you had as a minister in Spain was for hard work, dedication and positive results.
And by the way, I should remind Mr Pomés that this was with a government which needed
support to obtain a parliamentary majority.

I hope that in your work at the Commission you will also defend what the Spanish socialists and
the Basques achieved, namely the protection of the Basque economic order, something which
Manuel Marín failed to do.
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Our group, the Greens/European Free Alliance, also feels that your replies on cooperation with
Parliament, although serious and rigorous in tone, display a lack of substance, a defensive
attitude and other preconceptions to which attention has already been drawn, such as the way
you say that you are willing to work on relations with the European Parliament to make them as
efficient as possible, provided there are no undue delays.

Can we expect more effort in this area and more substance?

Solbes Mira. – (ES) With regard to the lack of substance and the overall focus, the approach
that I followed of not going into detail in my written replies may have been limited, but I
thought it would be preferable since we shall have the opportunity today to deal with specific
issues.

It is clear from what I have been saying that I have an open approach to relations with
Parliament and I think the model to be used for these relations represents a step forward
compared to the system used previously, although, as I already mentioned in my opening
statement, I do not think that this worked badly.  I am willing to sit down with the chairman of
the committee to ensure cooperation between the Commission and this committee in those areas
for which I am responsible, since I believe that the impact of our work on public opinion is of
vital importance and that in order to make progress in these areas the Commission and
Parliament must work hand in glove.

Bordes (GUE/NGL). – (ES) With reference to the question of economic growth, employment
and social cohesion, I should like to ask you what provisions you intend to adopt to prevent
mergers by large industrial groups - I am thinking in particular here of the merger between
Hoechs and Rhône-Poulenc - from resulting in the loss of millions of jobs, with ever more
painful effects on the lives of millions of people, while these large groups make massive profits
and thus have money available which they could use not only to maintain jobs but to create
them.

Solbes Mira. – (ES) Thank you for your question.  Unfortunately I am not able to answer it.
Mergers and specific questions relating to competition do not fall within my remit.

To answer on a more general note, I believe that in the medium and long term modernisation of
the production system should not cause problems of the kind you mention and clearly we need
to have sufficient instruments at our disposal to ensure that changes designed to adapt to
competitive conditions create the minimum possible disruption in terms of employment and
welfare.

However, this is a difficult subject and one which I am not able to develop at any length this
afternoon.

Bordes (GUE/NGL). – (ES) Your reply will be welcomed by the workers.

Chairman. - (DE) Thank you for that clarification. We move on to the last topic, which is the
specific areas of competence of the candidates, in particular on matters of economic and
monetary policy. I call Mr Wogau to put his question.
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von Wogau (PPE) - (DE) Mr Solbes Mira, I have read very carefully everything you have
written on the stability and growth pact, and have now also listened to what you have had to say
about it. In your answers you seem to have taken care to adopt an ’on-the-one-hand - on-the-
other-hand’ approach. I therefore wish to ask you very specifically this question: Will you insist,
as the stability and growth pact stipulates, that Member States must make every effort to run
balanced budgets? What is your opinion of the derogation that was granted in the Council last
year for Italy in that connection? Secondly, do you agree that the decision taken by the Central
Bank, to the effect that stability in the value of money means an inflation rate of less than 2%, is
a satisfactory one, and do you agree that it was within the Central Bank’s competence to take
that decision?

Solbes Mira. – (ES) As far as Italy is concerned, as is so often the case with political decisions,
it is possible to adopt an absolutely rigorous approach and say that the solution is unacceptable
because there may be a danger that the requirements we have set will not be met.  Let us
imagine that this had been the case.  What would have been the outcome for Italy and the
Union?  Would it have been better or worse than the outcome we secured?  In my view, the
decision taken by the Council at the time to support a compromise for Italy so as to move
forward with the process of fiscal consolidation achieved two important things.  First, the final
results of the deficit reduction process for this year are not only what Italy required, but better.
At present, it would seem that the final result for Italy may be better than initially forecast.
Second, Italy has adopted a firm undertaking to move forward next year, maintaining its
commitment to the fiscal consolidation provided for in the convergence programme.

I therefore believe that the overall outcome has been positive.  There may be some discussion as
to whether the interpretation used in the case of Italy was strictly correct, but I believe that, from
a political point of view in particular, a discussion of this kind is not of any great significance.

Second, the question of the inflation level of 2% set by the European Central Bank.  It is true
that the European Central Bank took this decision, which was accepted by everyone else.  We
could discuss whether or not a decision of this kind should be taken by the European Central
Bank.  I discussed this to some extent in my answer to the question by Mr García Margallo, but
my view is that this is a positive and realistic inflation rate in terms of the Union average.  This
target is proving a useful monetary policy instrument for the current year.  We must therefore be
satisfied with the results obtained on this point.

von Wogau (PPE). - (DE) I have a supplementary question. The underlying purpose of our
economic policy is of course employment. Do you agree that in at least three big Member
States, namely Germany, France and Italy, further structural reforms will be necessary, because
the problem of unemployment in Europe cannot be solved without them?

Solbes Mira. – (ES) Under the general philosophy currently underpinning the broad economic
policy guidelines and, more generally, all action by the European Union, it is quite clear that
there are many things which need to be done in order to improve employment.  Growth is
needed, growth which outpaces the increase in labour productivity.  This growth must be stable.
Clearly we need to improve the relationship between growth and employment and in order to do
this in many, if not all countries we need to improve labour markets.

Both the Luxembourg process and the idea put forward in the second Cardiff package on
structural reforms are positive moves in this direction.  In my view, the idea put forward in
Cologne of launching a social dialogue on the question of wage trends is vital and experience is
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showing that moderate wage increases in recent years are improving profitability and bringing
us closer to the position of the United States, something which will undoubtedly generate more
investment and more employment in the medium term.  Are structural reforms needed in the
various countries ?  Structural reforms are always needed.  There is always room for change and
there is always room for improvement.  Not only in the three countries you mention but in all
countries we must always be ready to change those aspects which may have adverse effects on
the growth of employment.

Donnelly (PSE). – To continue this theme, since Mr Solbes Mira plans on becoming the
gamekeeper rather the poacher having been a finance minister and now planning on becoming a
commissioner, could I ask him how he sees his former colleagues in the ECOFIN Council
responding in the future to his representations on behalf of the Commission and Parliament in
relation to the broad economic guidelines? One of the significant problems we have had, and no
doubt the services that you will be responsible for will already have said this to you, is the lack
of notice that the Council have taken of some of the significant recommendations that the
Commission and Parliament have made. Can you explain how you are going to try and influence
the ECOFIN Council? In that regard, are you satisfied with the policy mix because from what
you said earlier you give the impression that perhaps you are satisfied with the policy mix we
have in the broad economic guidelines? Since you have a real commitment to growth and
employment, this policy mix is delivering stability but it is not delivering growth and
employment so which aspects are weaknesses and which aspect would you change? Could you
be a bit specific about the changes you would want to see made and how you can be a much
better representative, having been a finance minister, in influencing your former colleagues?

Solbes Mira. – (ES) As you say, this is ultimately a decision for ministers, where the
Commission can express its views and seek to influence the final outcome.  The global approach
is the correct one.  Are there margins for manoeuvre within the global approach? There
undoubtedly are.  There are elements which are of concern to us all.  Let me put forward two
ideas which may go in the direction you are suggesting.

First, in a situation of the kind we have now, with price stability, it is true that the scope for an
increase in demand is greater than it would be under other circumstances.  I firmly believe that
this is a positive factor which should be taken into account.

Second, the improved growth we are experiencing at present may provide us with the revenue to
reduce substantially public deficits to a far greater extent than provided for in the convergence
programmes.  What form should the debate take on how these resources might be used?
Obviously, and this would be my position, if the deficits remain high, priority must continue to
be given to overcoming them.  However, in many cases these deficits are already edging
towards balance, and in some cases there has already been talk of surpluses, something which
will clearly give us sufficient margin for other types of decision.

Mention has been made of public investment for example.  We might also mention investment
in human capital, greater spending on education or other areas.  We could also talk about
reducing social costs in cases where this is necessary to create more employment in some
countries.

These are the matters that will be discussed in the coming months when undoubtedly our
approach, or my approach, may be to attempt to create further margin for manoeuvre.  But, as I
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have said already, the general framework is the right one and the results are proving to be
generally positive, although there is always room for improvement.

Donnelly (PSE). – We will have a special summit meeting in Portugal in March under the
Portuguese presidency which will look at the whole question of growth, employment and social
cohesion. I would imagine one of your first jobs will be to come forward with proposals in the
Autumn for submission to the Portuguese presidency. As a sign of this new cooperation that you
are offering Parliament, would you be prepared, assuming that the Commission is confirmed in
September, afterwards to meet urgently with the Economic Committee and give us the
opportunity to have an input into the Commission’s submission to the preparations for the
Portuguese summit meeting in the Spring of next year?

Solbes Mira. – (ES) Not only would I be willing to do so, but I think it would be of great
interest to hear Parliament’s views since they may prove useful for our own work.

Tannock (PPE). – Your predecessor, Mr de Silguy, advocated the establishment at EU level of
a common debt-management agency to take over national government debt issuance in order to
achieve critical mass in allowing Europe to act on an equal footing with Japan and America in
their huge debt markets. According to him, this would also provide a global benchmark for the
Eurobond market and theoretically achieve lower interest rate costs to Member State borrowers.
In practice though would this not actually penalise business in the City of London and enable
the European Union to control national spending more tightly than currently permitted by the
stability and growth pact in order to prevent breaches of the ceilings by countries such as Italy?
Would this not in reality also give more centralised control of national fiscal policy to the EU
and further erode national sovereignty contrary to the concept of subsidiarity? Not all of us here
wish to move to further political integration than where we are now.

As an aside to Mrs Green: it is perfectly true that I am not the only representative for the City of
London. There are three London representatives here. I just hope that she and the other Labour
Party members for London as a region are seen more often in the City than Mr Newens, the
previous Socialist representative. After all the City generates 50% of London’s regional
economy and deserves more priority attention.

Solbes Mira. – (ES) I am familiar with what Mr De Silguy said.  My personal view is that it
was an initial reaction to a possible development.  There are undoubtedly things to be said in its
favour, such as improved organisation of issuance, reducing the cost of debt or improved
organisation of the market.

From a practical point of view, however, there are many complications.  How would
participation in this agency be determined?  Would all debt have to be issued by this agency or
not?  If not, what percentage of debt would be involved ?  Would there be a dual market ?  In
my view, we are not ready to discuss this issue and it has not yet been looked at in sufficient
depth.

Nevertheless, it is a useful idea.  The relevant services are working on it, but it is very difficult
to make much progress.  The idea is on the table, but I would not venture to support it as viable
in the short or medium term.

Katiforis (PSE).  - (EN) In your written answer I did not understand the reasoning for your
rejection of the suggestion that public investment should be exempt from the calculation of
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public deficits for stability pact purposes. How do you justify your thesis? And more to the
point: how would you justify it to the unemployed given that investment is structurally weak in
the European Union as the services of the general directorate over which you will preside will
no doubt inform you? Indeed private investment is also structurally weak despite restoration of
investment profitability to 1960 levels. I do not understand on what grounds you insist that we
cannot alter the method of calculation?

Solbes Mira.  – (ES) The answer is very simple. What you suggest is possible, but the Council
did not choose that option when it took the decision. Having said that, I shall attempt to provide
a slightly more detailed explanation of how I see the problem.

First, a deficit has to be repaid, however it was generated whether by investment or some other
kind of expenditure. Sufficient resources must therefore be available. I would quite understand
if you said to me, why not apply the golden principle of any budget system that debt should only
be incurred for investment purposes. This is a philosophy which could have been applied. Had
we done so, we would not be talking about a 3% deficit but a much lower figure, virtually zero.
Clearly, there is no sense running up debt on current expenditure that will have to be met by
future generations. Here I must return to my earlier argument. Has there been a sharp fall in
public investment? In statistical terms, yes. What has happened is that the statistics for the
current period are not comparable with those for the preceding period. Second, you might say to
me that this is creating problems of unemployment during a difficult period. I think that this is
open to question. There is no doubt that reduced public investment may create some
unemployment, but the increase in private investment and consumption, caused by the fall in
interest rates, produced in turn by the improvement in the deficit situation, may be generating a
higher level of activity.

Nevertheless, you have raised another problem which concerns me more. The problem of what
happens in the absence of public investment if private investment does not meet the needs of
certain countries. Here, I think we can agree on the need to consider not only how to use the
structural funds  but also how to operate new financial arrangements not currently used by the
European Union. Why not make more use of the European Investment Bank ? I believe that
there are new models we should look at to facilitate public investment, particularly in those
countries where it is most needed.

Katiforis (PSE).  – (EN) We have noted your reference to the fact that we should not leave the
burden of debt for future generations. Would you not agree however that what really interests
future generations is whether these loans are used to build up real capital for them and not
whether on paper it seems that we are burdening them with further debt. This is closer to the real
situation we are confronted with rather than an argument about leaving a debt burden for future
generations.

Solbes Mira).  – (ES)  I do not think you have understood my explanation or perhaps I did not
express myself very well. If we accept that investments should be excluded – if I accept that
investment should be paid for by future generations who are going to benefit from it - the
maximum deficit we can have is zero or virtually zero. This is my argument and this is my
proposal. And this is to some extent an approach which I should like to firmly advocate. In any
case, this is clearly a matter to which we shall have to return in the coming months because, as I
was saying before, my feeling is that the circumstances today are different from those we have
experienced in recent months. In any event, we should also remember one fact. Curiously,
experience has shown that, at the top of the economic cycle, deficits and debts do not
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necessarily fall, nor is investment higher. In some cases it is, but in general the increase in the
level of deficit is greater than the increase in the cost of investment. My own experience has
shown that in Spain the increase in the deficit was higher by one and a half points than the
increase in public investment, at a time when conditions were more favourable for public
investment.

Riis-Jorgensen (ELDR). – (DA) My question to the Commissioner-designate concerns what
your work will concentrate on in the future. Your predecessor’s task was to put EMU in place
but how will you set the priorities for your work over the coming five and a half years? Will you
be the Commission’s face to the outside world, its representative in international organisations
or will you simply be an adjunct to the European Central Bank and draw up reports on
individual countries? That is one thing. The second thing concerns the President, Mr Prodi, who
has held a press conference today. I would like to have your comments. I understand full well
that the chairman of the committee will say that this is not appropriate in this context but it is
extremely important to have an answer from you. Mr Prodi said today that, if Parliament
demands to have approval of the Commission in September and in January as well, Mr Prodi
will act accordingly and withdraw to Bologna and resign as President of the Commission. I take
particular exception to such a threat and would like to hear your comments on the matter.

Solbes Mira.  – (ES) I have not yet decided on a model for the organisation of my work, but
clearly it will be carried out mainly in Brussels. I consider it important to maintain a presence in
the various countries of the Union and of course I shall frequently have to visit the European
Central Bank. The priorities for my work are the ones I described in my opening statement.

As far as Mr Prodi’s remarks are concerned, he is making a very simple point and one which I
endorse. The Council has proposed our appointment for a period of five years. It is our desire
that the Parliament’s confirmation should be valid for a period of five years.

Riis-Jorgensen (ELDR). – (DA) I have a supplementary question. You are agreed with  Prodi
that the Commission should sit for five years but in principle it will be in office for five and a
half years. Now, I am a lawyer so I think it is important that we are completely sure that the
Treaty is being complied with. If we approve the Commission in September, that is until the end
of this year, and therefore January is the beginning of a new five-year period…

(The chairman interrupts the speaker)

Chairman.  – (EN) This has nothing to do with the subject. Mr Donnelly you wanted to speak.

Donnelly (PSE). – (EN) I have a great respect for Mrs Riis-Jørgensen but she is raising
something that none of us has information about. Therefore I do not see how we can enter into
this during the hearing this afternoon. I do not know what Mr Prodi has said this afternoon nor
do I think very many Members know. We are here to discuss the subjects we have prepared. We
cannot comment hour by hour or minute by minute on statements made. I have a great respect
for Mrs Riis-Jørgensen but I do not think that we can deal with this point this afternoon.

President.  – (EN) We agreed that we would deal here with economic and monetary affairs. I
am now closing the debate on this issue and it will not be raised again. We shall proceed to the
next question from Mr Lipietz.
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Lipietz (V/ALE). – (FR) I should like to hear the Commissioner’s opinion on the problems
relating to policy mix governance. The Treaty of Maastricht gave the European Central Bank
responsibility for controlling the level of prices, with almost all other responsibilities assigned to
the national or European executive bodies. However, the tool given to the Central Bank, i.e.
interest rates, has repercussions for exchange rates as well as growth and employment or
sustainable development investments, in other words objectives for which responsibility has
been assigned to other Union institutions. For the last two years, we have been rather bogged
down in this situation. The European Central Bank has not refrained from giving its views on
the policy followed by the other institutions and, for the past year, those other institutions have
been having their say on the interest rate policy pursued by the Central Bank. In your opening
statement you yourself said that it would be desirable for the inflation rate not to be excessive,
without actually being zero. How do you think these different positions can be reconciled ?
Outside Europe, how do you see stabilisation …

(Interruption by chairman)

Solbes Mira.  – (ES) How can these positions be reconciled ? In the institutional structure there
are clear links between the decision-making bodies of different institutions. It is true that the
European Central Bank is independent as far as monetary policy is concerned.

I regret that my remarks concerning a realistic inflation rate have been interpreted as
interference in the work of the European Central Bank. That was not my intention. It is true that,
given the responsibilities the Council has for certain areas, such as exchange rates, it is clearly
vital there should be close relations between the institutions. This consideration has led to a
system where the Council President and the Commissioner attend meetings of the European
Central Bank, while the President of the European Central Bank attends some Council meetings,
all of which should allow for sufficient coordination to make it possible to avoid problems. Do
we have any guarantee that there will be no differences of opinion at any given time? That
depends – or will depend - to a large extent on the behaviour of the persons concerned. I would
say that in general the system has worked quite well. We all remember one specific case, when
there were differences of opinion over the euro exchange rate, which resulted in an ill-advised
debate on matters which were rather the province of the European Central Bank.

Lipietz (V/ALE). –  (FR) How do you plan to regulate international capital movements between
Europe and the rest of the world?

Solbes Mira. – (ES) There are two very separate issues here. On the one hand, the free
movement of capital and the whole related process both within the OECD framework and with
reference to other international obligations. Progress has been made with this process.

The second question is that of our own interests. To what extent is the liberalisation of capital
movements having an effect on monetary crises? What methods can be used to help prevent this
situation from occurring? I think that the two main problems relate to efforts to provide better
information and greater transparency with regard to the situation of these movements and the
situation of the financial institutions. There is also a need for more effective and improved
systems of control and supervision, with some degree of involvement by private financial
institutions in resolving problems which in some cases they have generated themselves. In other
words, we have many options available which could help us improve our understanding of the
situation and prevent such problems from occurring.
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The Commission and the Union as a whole are working along these lines, with regard both to
the Union’s main concerns and our involvement in the debate on the future international
financial architecture and those aspects which affect the free movement of capital and the
liberalisation of financial services.

Theonas (GUE/NGL). – (EL)  Commissioner-designate: the structural policies that we persist
with make an important point of reducing so-called non-wage labour costs, which you have also
proposed. To put it clearly, this means a reduction in employers’ contributions to social security.
Do you believe that an option of this kind will not have a huge impact on the public social
security organisations, which will lose significant resources, and an adverse effect on the
budgetary situation in the Member States, which will have to meet their needs, possibly by
increasing their deficits?

Solbes Mira. – (ES) In my statement I spoke in very general terms about reducing social
charges. If we are to discuss this matter it will have to be in much greater detail. First of all,
social charges are not the same in all countries of the Union. Nor is the way in which they are
broken down between workers and firms the same. In my opinion, whatever model is adopted,
we must safeguard the welfare state model which we have championed in Europe, which each of
our countries has established and which we want to see maintained.

When we talk about reducing social security contributions, essentially in connection with
employment, what we are discussing - and this is what I failed to mention in my introduction –
is social security contributions for low productivity jobs, where the cost involved is very high
compared to the total cost of the labour. Clearly, through a selective reduction in contributions
of this kind, it may be possible to generate many more jobs and that is why the Commission has
been working on this subject and will continue to do so in future, to see how it may be possible
to reduce social security contributions for low productivity and low profitability jobs so as to
create extra employment and improve the job opportunities in all of our countries.

Theonas (GUE/NGL). – (EL)  Yes, but what about the situation of the public social security
organisations, the deficits. How will these be dealt with given the loss of those resources?

Solbes Mira. – (ES) This is not a problem for the Commission or the Council. It is a problem
which arises at national level in each of the Member States. Different Member States have
sought to find different solutions. Creating more jobs can help to resolve the problem or at least
attenuate it and reduce its medium- and long-term effects. Many different models are being
applied in the various countries.

In Spain, the system I know best, a variety of models are used, including minimum benefits,
contributory benefits linked to the size of the contribution and additional benefits under a
capitalisation system. Each Member State has its own model for dealing with this problem.

Blokland (EDD). – (NL) I thought the Commissioner-designate was fairly vague on the
question of the priority of economic and monetary policy. Is price stability to take precedence or
are other objectives equally important: economic growth, an increase in employment
opportunities, maintaining social security?  I should like to focus on the plea for shorter working
hours that has been made. I should like to hear his views on this, not least in the light of future
demographic trends in the Member States of the European Union. At the moment, of course,
there is high unemployment and finding jobs is a problem. But in the future the problem is more
likely to be finding people.  For example, on the question of pensions: the ratio of persons
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gainfully employed to pensioners is currently 1:4 –four people in work to one retired person –
but in 2040 it will be 2:1. State pensions currently account for 10% of GDP in the Union and in
2030 in half the Member States it will be 20%. I should like to hear the Commissioner’s views
on this.

Solbes Mira. – (ES) My position on economic and monetary policy objectives is quite clear.
We are experiencing a period of price stability, which is an objective clearly set out in the
Treaty. I also think the conditions are right for creating or maintaining stable growth and
creating jobs.  We must therefore ensure that this growth is as stable and sustainable as possible
and that the level of employment is as high as possible so as to match the level of growth we
were talking about. I stand by this position and I do not think it involves any contradictions. I
believe that a high level of employment will help us resolve many problems, particularly those
relating to social security.

Your main question, however, concerns the problem of working time. My own experience in
this field is at national rather than European Union level and my thinking has been shaped by
what I have seen at national level. In my opinion, greater flexibility is needed in the organisation
of work, and this applies to working hours. In a country such as Spain, where there are clearly
defined seasonal activities, calculating the working day in annual terms, rather than monthly or
weekly terms, is much more important than reducing the working day. It may be that the
introduction of a 35-hour week calculated on a annual basis would be a very positive
development for certain sectors in Spain. In other cases, however, discussing the 35-hour week
is not feasible unless salary adjustments are proposed and this makes it difficult to get the debate
started. In other cases, the question can be resolved by employing extra workers.

I have supported the argument that we should move in this direction. Incentives could also be
given for this kind of policy, but in the end it depends to a large extent on negotiations between
trade unions and management according to the type of activity concerned. I find it hard to see
how general and binding rules could be introduced for everyone.

Blokland (EDD). – (NL) Do you share my view than in twenty years’ tine people may have to
work not 40, but 50 hours as week because there simply will not be enough people for the work
that has to be done?

Solbes Mira. –(ES) I do not think that this will happen. Not in my view.

Thyssen (PPE). – (NL) Commissioner, I should like to ask you a question about your political
intentions in connection with the transitional period with two currencies in circulation, a period
which will be with us when coins and notes in euro are introduced.  Six months of dual currency
are provided for, although Member States may shorten this period in their territory. Some
Member States want to reduce it to the bare minimum or even drop it altogether, in the hope of a
big bang scenario. But this dream has been shattered by statements from the Central Bank that it
is legally not possible, because frontloading onto consumers is out of the question. Would you
be prepared to submit a proposal to change the law in such a way that frontloading onto
consumers is possible if there are Member States willing to reduce the dual currency period to
nothing, or to only a few weeks?

Solbes Mira. – (ES) This is a question which has already been raised and on which Mr De
Silguy is to submit a paper to the relevant Council.
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At present, as far as the introduction of the euro is concerned, there are two basic problems – the
question of whether or not to reduce the period during which two currencies are in circulation
and the problem you mention of front-loading.

What does the Treaty say on the first point? The Treaty says that the two currencies will be
placed into circulation for a maximum period of six months. It is therefore perfectly possible for
this period to be less than six months. Under the existing model, the decision is a matter for the
Member States. The Member States have to agree on this period by means of a recommendation
or an agreement of some other kind. It is true that at the present time we already know the
intentions of some Member States. In some cases, the national currency is to cease being legal
tender from the outset, a question which raises a number of legal difficulties. In other cases, the
plan is to reduce the period of dual circulation to one month, six weeks or two months. It is this
situation which is most prevalent. In other cases, there is concern about reducing this period. It
is thought that in any case the old currency will co-exist with the new currency for a time,
whether or not the change takes place within a given period, since transactions will continue in
the old currency for a certain period of time, particularly in countries with isolated areas.

What is the Commission’s view at present? It believes that in the coming months the Member
States should take a unanimous decision on what to do about the period and how to use the six
months to implement the introduction of the euro. With some exceptions, the final position may
be similar to what you are advocating. With regard to front-loading, the main problem is not the
principle itself, but how far it might go. There is no problem for financial institutions, but the
situation becomes much more complicated when it comes to the level of businesses or even
private individuals.

Thyssen (PPE). – (NL) That is something we have discussed on a number of occasions, Mr
Solbes, with the chairman of the European Central Bank and with Commissioner de Silguy. We
have repeatedly been told that prior consultation of banks and, perhaps, the retail trade is
possible, but not consultation of consumers. Legal arguments have been cited in favour of this,
although I fail to see how they apply in the light of the legislation currently in force. We asked
the Central Bank whether, if the legal arguments did not apply, they would be in favour of it.
The Central Bank was quite clear: no, we will still be opposed to it. But the question I asked you
was whether you might be prepared to amend European legislation to permit frontloading onto
consumers if that would help some of the Member Stares to keep the dual currency period as
short as possible.

Solbes Mira. – (ES) I can tell you that the position being taken by experts at the Commission on
this matter is that we should support front-loading, but only for private individuals and in very
limited quantities.

Bullmann (PSE). - (DE) A large cross-section of European public opinion is afraid that the
buzz-word 'employment pact' is going to be a strictly symbolic thing, like flashy packaging
where the product, the actual content, turns out to have much less going for it than the labelling.
How can we make sure that there really will be a serious approach to this problem?

I have two questions to put to you. In your written submissions, you refer to the concept of
sustainable budgetary policy. But a good many experts at this time are afraid that a rigid policy
on reducing public spending and low growth rates in the economy will between them have a
negative impact all round. Rather, a sustainable budgetary policy suggests the need for
quantitative and qualitative impetus by way of public spending. What is your position on that
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aspect? Secondly, you have referred to the need for consistency of procedures in the
employment pact? What practical proposals will you submit in that connection?

Solbes Mira.- (ES) On the first point concerning sustainable budget policies, I think the greater
margin of manoeuvre for investment and private consumption which has been attained
represents a positive development. If we continue with these policies we shall be able to
consolidate these results and, on the evidence available at the moment, the growth levels will
not only hold firm but will increase still further during next year.

The future therefore looks bright and a sound level of growth should also enable us to increase
employment.

Your second point concerns consistency between the various processes relating to employment
and the broad economic policy guidelines.

Let me say first of all that the three processes affecting employment are in theory perfectly
compatible, since each of them has its own objectives. The Luxembourg process is designed to
lay down employment guidelines, national plans and, needless to say, a global analysis of these
national plans.

We are still talking about definitions or adopting national positions for consideration at
Community level, what has been described – notably by the former President of the Council, Mr
Juncker – as the application of the Maastricht model to the employment system.

Secondly, there are the decisions taken at Cardiff concerning labour market reforms in the
context of separate processes.

Thirdly, there is the problem of social dialogue discussed at the Cologne Summit.

There are no contradictions between these subjects. Problems may arise for example between
the broad economic policy guidelines and the employment guidelines. In theory, the links
between the ECOFIN Council on the one hand and the Social Affairs Council on the other,
together with the ministers’ awareness of both processes should allow for a certain amount of
consistency.

However, it is true that some inconsistency might arise and there is a problem relating to the fact
that the broad economic policy guidelines are determined in April or May, whereas the
employment guidelines are adopted at a later date. It is therefore worth considering whether
these two processes should not be held simultaneously and I think this is a question we shall
have to look at when we embark seriously on the discussion of economic policy coordination.

Bullmann (PSE). – (DE) Mr Solbes Mira, we have different intensities of regulation. With the
employment pact we have relatively loose agreements, whereas under the stability pact there are
rigid restrictions. Will you do your best to equalise the intensity of regulation? We need to
tighten up on agreements reached under the employment pact by setting specific objectives in
accordance with which national employment quotas, say, would have to be raised.

Solbes Mira. – (ES) This was a major topic of debate in Luxembourg, the question of whether
the Stability and Growth Pact should have statistical targets.
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With regard to the employment programmes, the main topic of debate is what statistical targets
could be included.

The two pacts are very different in nature. The Stability Pact is based on the criterion of keeping
deficits below 3% and therefore has a statistical basis for its application. The Employment Pact
involves pooling national responsibilities.

I feel that it may be a positive idea to introduce statistical elements into the national employment
plans, but only as a guide. This might help achieve the employment objectives, since it would
make it possible to see whether the employment policy measures adopted had attained the
targets set.

Menrad (PPE). - (DE) Mr nominee Commissioner, two main concerns that the European
Parliament addressed in its resolution of 4 May 1999 were ignored in the employment pact
adopted in Cologne. Firstly, what is your opinion of Parliament’s call for better coordination
between the general economic guidelines and the employment pact in terms of substantive
content and timetabling? Could you again specify whether the fundamental principles of
economic policy and the employment guidelines could not be timetabled more or less to
coincide with each other and be made more compatible with each other in substance?

Secondly, the resolution I just referred to proposed that the European Parliament should be
involved in the macroeconomic dialogue. The sad truth is that in the Cologne employment pact
not the slightest reference is made to the European Parliament. Do you agree that a necessary
corrective to that situation would be for Parliament, as the sole European Union body
legitimised by direct election by universal suffrage, to be given an appropriate part to play in
that process?

Solbes Mira. – (ES) The first point is closely related to the answer I have just given.

Under the current model, the broad economic policy guidelines are the apex of the pyramid that
brings together all other elements. Accordingly, the economic policy guidelines must take
account of the employment guidelines.

It is true that there is a practical problem, which you have just mentioned. The economic policy
guidelines are discussed before the employment guidelines, with the result that the employment
guidelines for the previous year are available but not those for the current year.

How can this practical problem be resolved ? There are possible solutions. There are close links
between the decision-making bodies. There is no split between the Ministers for Finance on the
ECOFIN Council and the Social Affairs Council. Even if there were, it would be possible to
resolve the matter by synchronising the decision-making for the two processes. This is a
question which could be discussed in connection with the proposals for improving economic
policy coordination. We shall therefore have the opportunity to see whether a solution can be
reached in this way or by some other method.

The second question you raise is Parliament’s participation in the macroeconomic dialogue. I
have not followed the internal discussions on this matter and therefore do not have a clear idea
of the reasons why Parliament is not taking part in the social dialogue. However, I have the
feeling that what is happening is similar to what has happened at national level, at least in the
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countries with which I am familiar. That is to say, this kind of discussion is usually between
social partners with the involvement of governments where they are in a position to make a
contribution and, in our case, with a certain degree of involvement by the Commission acting
not only as the executive body, but as the driving force behind the process. I imagine that this is
why the model takes the form it does and the question we must ask is whether Parliament’s
presence would not to some extent change the traditional model.

At the present time, I do not really know what advantages or drawbacks this would have.

Van Lancker (PSE). – (NL) I should like to come back, Mr Sobres, to your coordination of the
employment guidelines and the economic guidelines. In your written answers you say that the
employment guidelines should be the cornerstone of the economic guidelines and that macro-
economic dialogue should contribute to this. This sounds all very well, but in practice it is
usually the other way round. You have already indicated part of the problem. There is the
problem of timing. Unfortunately, the employment guidelines come after the economic
guidelines and at a time when budgets are already established; i.e. when money has already been
allocated. This is a major problem. It is also a question of political power, and this is something
I should like to ask you about. Do you agree that all the actors involved  - the ECOFIN Council,
on the one hand, and the Social Affairs Council - should be on more of an equal footing? We
have the very strong impression that the ECOFIN council has all the clout and that the Social
Affairs Council is very much overshadowed.

A second question specifically aimed at you: how do you see your own services functioning
with those of Mrs Diamantopoulou as far as coordination is concerned?

Solbes Mira. – (ES) Let me reply very briefly.

It is true that when I analysed the process in my answers I thought that there was a possibility
that the employment guidelines could be taken into account, but clearly these would have to be
the guidelines from the previous year.

Looking at the problem in greater depth, I can see that there is a difficulty, as I have just
mentioned. This is a point which needs to be considered closely within the framework of
economic policy coordination.

Do the employment  guidelines take second place to the broad economic policy guidelines? No,
there is no difference between one minister and another. What happens is that the broad
economic policy guidelines are approved by the European Council and must include relevant
elements of the employment guidelines. Logically, this is a decision which must be agreed
between the ministers responsible and, where agreement cannot be reached, the decision should
be taken by the Heads of State and Government at the appropriate European Council. That is
how the system works. The impression that one aspect is taking precedence may derive from the
fact that the procedure and the decision-making operate at different levels.

My relations with Mrs Diamantopoulou have so far been absolutely excellent and I hope that the
same can be said of our two services.

Pronk (PPE). – (NL) Following on from the other questions I should like to ask the
Commissioner: is the Cologne pact really a pact? A pact is, after all, an agreement. But if you
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read it there is no mention of any agreement. Only agreements to have talks. Is it at all possible
to co-ordinate all the things people wanted to coordinate in Cologne? That is not the way things
are done in most of the Member States. How could it be done at a European level? And if that is
the case, should we not be looking for an alternative to Cologne?

Solbes Mira. – (ES) First of all, what was the underlying theme at Cologne? Employment
policy was determined essentially in Luxembourg. The structural reforms were agreed in
Cardiff. Then there is the key question of what happens with salaries, an issue dealt with in
some countries with the social partners working together with the government, and in other
countries by the social partners alone.

In addition, the European Union has its own history of social dialogue which has produced
sound results. Given that we have this positive experience to draw on, why not attempt to
extrapolate from it when discussing the broad strategy to be adopted on salaries?

Needless to say, there are plenty of other elements which are traditionally discussed in this
connection, including the relation between salaries and jobs.

You maintain, rather sceptically – and you may prove to be right – that this debate will not be
possible, since in some cases this process fails at national level and we therefore need to look for
an alternative to Cologne. I think it is a little early to be looking for an alternative to Cologne.
Let us try and implement the model. Let us make every effort to ensure that the model works
and, if not, further down the line we shall have to look for an alternative to Cologne. I should
prefer that we did not.

It is true that the system we have developed is a highly complex one, but we must attempt to
make it coherent, implement it and make it work.

Bushill-Matthews (PPE). – You say in your written notes quite a lot not only about the
importance of improving productivity, improving competitiveness, creating jobs but also the
importance of the social dimension. Within our committee clearly there is a strong view that we
need more legislation in order to protect the needs of workers and that will improve their
productivity and competitiveness. At the same time there is exactly the opposite view expressed
that we have far too much regulation which is damaging business and damping productivity and
jobs.

Obviously as in all things it is a matter of balance but I am keen to establish what is your view
about that balance given your interest in driving a healthy economy. How is that balance now?
How would you like to see the balance going in the future? And given your excellent
relationship with Mrs Diamantopoulou how would you wish to guide her to ensure the balance
is as you would wish it to be?

Solbes Mira. – (ES) I assume that your question relates to Community legislation rather than
national legislation.

In any case, the logic is the same. We are continuously debating whether the regulations we
have are adequate to ensure that businesses in different countries operate under equal conditions.

On many occasions I have heard criticism of the Commission – essentially the Commission
rather than  the Council – to the effect that it legislates a great deal and in excessive detail. My
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feeling is that whenever legislation is introduced it is at the behest of one or more countries
seeking to ensure conditions that in some cases will prevent unfair competition and in others
ensure a level playing field.

In a Union as complex as ours, we cannot have detailed rules regulating everything. I believe in
the subsidiarity principle and I uphold it, not only because it is laid down in the Treaty, but
because the situation requires it, particularly in an ever-expanding Community.

You ask what the balance should be. The balance should enable us to have a certain amount of
competition among the Member States, in legislation as elsewhere, but this competition should
never involve any form of unfair competition affecting the possibilities available to different
Member States. It is true that anything involving additional obstacles for businesses may have
adverse effects, but we must remember that it is not only business interests which have to be
protected when we are defending the common interest.

Cercas Alonso (PSE). – I am a member of the Committee on Employment and Social Policy
and I should like to use this last round of questions to give you a final opportunity to give some
firm undertakings to this committee. You have spoken eloquently, both this afternoon and in
your written replies, concerning the need to strengthen the social dimension, but, as a good
minister for finance, you say that this should be in the context of economic and monetary union.
Mr Solbes, would you be willing to discuss with us the implications of economic and monetary
union for employment policy? In addition, would you be willing to lend a hand to your
colleague, the Commissioner for Employment, who gave an undertaking to our committee the
other day to work not only for economic and monetary union and political union but to make
progress towards a social union?

Could it be that for the first time in our history we have a minister for finance, the spokesman
and defender of economic principles, who is willing to cooperate with the Commissioner for
Employment and the members of the Committee on Employment rather than brushing aside
their concerns, so that we can move forward together.

Solbes Mira. – I do not believe that economic principles can sweep aside other concerns.
Economics claims to be a science and there are some areas which are more or less clear while
others are more open to discussion. In many cases it is difficult to explain adequately those areas
which are clear but when a question is clear it is very difficult to defend an opposing view.

I should be delighted to receive an invitation from your committee and would be pleased to
attend whenever you deem it appropriate.

Marinos (PPE). – (EL) Commissioner-designate, Yesterday I asked the same question and did
not receive an answer and I do not know if that was intentional or an oversight. Today I would
like to repeat it. In my view, the prospective enlargement of the European Union will create very
serious problems for employment. This is not being discussed at all, probably because
employment is not one of the Maastricht Treaty criteria. Consequently, convergence may be
achieved even if unemployment could in theory be 50%. However, will not such a wave of
unemployment, which will sweep through all the existing 15 Member States of the European
Union after enlargement also create vast economic problems? We know that the German
economy, the strongest economy in Europe, nearly collapsed irreparably, simply and only
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through unification with East Germany, which was also the strongest economy in central
Europe.

Solbes Mira. – (ES) First, let me say that any process seeking to integrate into the European
Union countries with a lower level of development may lead to a fall in employment in certain
areas, since they have to adapt to different conditions of competition. Spain’s experience in this
field is a good example and I am familiar with it at first hand.

I therefore share the concerns you express. That is why it is important first of all that the
negotiating processes and accession conditions should be determined in the proper manner so as
to create as few difficulties as possible. Secondly, it is important to provide support systems for
these countries to attempt to resolve the problems and to tackle these matters as subjects of
general interest so as we do not end up having to find hasty solutions to problems which could
have been resolved during the negotiation period.

Crowley (UEN). – I am here as a representative of the Social Affairs and Employment
Committee. The Commissioner-designate in his written answers and also in some of his
comments to questions during this hearing has laid great stress on the point of sustaining
growth, sustaining stability and on competitions. Could I ask you two specific questions because
you answered one question by saying that you favoured changing the qualified majority voting
system for taxation matters within the Council of Ministers and also you spoke about working
time as being a competence for the Member States.

Firstly the Working Time Directive is European legislation brought in at European level and
implemented at Member State level with little room for derogations. Secondly, it has been
proven over the last number of years that lower taxation, in particular on labour taxation,
increases employment in areas. It is also more attractive for an inward investment which is
necessary for the overall economy and finally it takes those people out of the socially
disadvantaged groups, particularly long-term unemployed. It gives them a great opportunity into
the employment market. Would you agree to get rid of dead wood policies that now exist within
what will be your area of competence and secondly to devolve more power to the Member
States rather than enforcing legislation at a European level onto those to follow good practices
with regard to increasing employment growth and also greater economic stability?

Solbes Mira. – (ES) Let me say, first of all, that I do not support the imposition of majority
voting. I have said that I am in favour of its introduction in the long term, which is something
completely different. I do not believe that the conditions necessary for introducing majority
voting exist at present.

Second, you raise the question of lower taxation on labour. I have said before and I will say
again that there are many aspects to be taken into consideration when discussing this matter.
One question is the use to which these taxes are put and what should be done about the activities
which are financed from these taxes.

One thing I do support is the availability of additional resources, and one priority which can
reasonably be set in countries with high levels of unemployment is to reduce taxes and, in
particular, social charges affecting low productivity employment.
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I continue to believe that the question of working time is essentially a matter for the individual
countries. Although all countries are different, in my experience it is an area where the social
partners must determine the conditions on which changes can be based.

Jensen (ELDR). – (DA) I have a question about the reform of pension schemes in response to
Romano Prodi’s – President of the Commission – recent insistence on the need to reform
pension schemes owing to the demographic trend of ageing populations. If reforms are not
forthcoming to secure pension schemes based on saving, this may result in a heavy burden on
public budgets in the Member States and difficulties satisfying the convergence criteria and the
stability pact. Supplementary pension schemes based on insurance principles hold out a number
of interesting prospects both for the labour market, public finances and capital markets. I would
like to ask what initiatives you think the Commission can take to promote pension scheme
reform?

Solbes Mira. – (ES) This is not a matter for the Commission, but for each individual Member
State. The Community’s obligations are clear. They derive from the Stability and Growth Pacts
and involve maintaining a certain commitment to a ceiling on deficits and a long term balance
with regard to public accounts. As far as meeting this requirement is concerned, I do not think
that the Commission or the Union have any margin for manoeuvre in interfering in the decisions
of the Member States.

On a more personal note and drawing on my own experience, it is interesting to see how
complementary systems have operated in Spain and how all matters relating to the free
movement of capital and the freedom to provide financial services can assist these systems to
work more effectively. You will also be aware that Commissioner Monti, when he was
responsible for the internal market and, in particular, the freedom to provide financial services,
put forward the idea of introducing provisions to provide greater flexibility for investments in
pension funds in the European Union.

These are issues which can be worked on, but the essential elements remain the province of the
Member States.

Chairman. – (DE) Mr Solbes Mira, I should like to ask you another question from the
standpoint of the Committee on Economic and Monetary Affairs: How do you assess the first
year of monetary union? You said that the European Central Bank had done a good job of
managing the transition to the euro. But there is widespread public concern at the external value
of the euro against the dollar, and indeed the yen, and the right relationship is not being
established with the euro’s internal value. How do you see the Commission’s responsibilities in
that connection, both in reacting to the situation itself and in reassuring public opinion? This
Parliament was instrumental in persuading the Commission to launch a euro information
campaign. Will you continue that campaign – and in that connection I am already thinking
ahead to the budget for next year?

I should also like to ask you what you will do, in terms of monetary policy, to ensure that the
monetary union now achieved can at last also begin to assume an effective social and
employment-policy profile. Perhaps you could also say a few words about your ideas of what
can be expected to come out of the employment conference under Portuguese chairmanship in
terms of economic policy?
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Solbes Mira. – (ES) Looking first at the question of concern about the euro, as I said in my
opening statement, I believe that the introduction of the euro should be seen as a remarkable
success. I mentioned that the issuing of bonds in euros, in virtually the same numbers as in
dollars on the international market, and the application of a trouble-free monetary policy during
the last year are evidence that the transition to the new currency and the implementation of the
euro have proceeded in a highly satisfactory manner.

It is true that there is always a downside. We can be satisfied but not entirely satisfied. In this
case, the point of concern has been the fluctuation in the value of the euro. The euro has been
overvalued, devalued and revalued against the dollar, and the same thing has happened with the
yen. My feeling is that the error lies not so much in what has happened since January as in the
expectations generated before that date.

Before it was issued, there were too many people talking up the euro as a strong currency,
saying it was going to play an exceptional role and so on, without regard for the rather obvious
point that, at the end of the day, the value of currencies depends on a series of factors including,
vitally, the economic outlook of each of the areas these currencies represent.

It is clear that the economic outlook in the United States and in Europe during the past year was
very different from what it had been in the past, while there were also additional unforeseen
factors, such as the war in Kosovo, which affected one zone more than the other.

In any case, as I have said before on more than one occasion, I do not think that this is the
crucial factor. The currency will go up and down during the next few years and we should not
attribute great importance to this. What is important is that it has been established, is present and
is being used and from this point of view I believe that the introduction of the euro has been a
great success and should be presented as such.

On the second point, the Commission’s efforts to win over public opinion, I believe that good
work has been done in recent years. Nevertheless, there is no doubt that this has had more effect
on the business community than the public at large. The man in the street knows that a new
currency is to be introduced, but not having seen the notes and coins because they are not in use
he tends to forget.

What do I think would be a reasonable strategy for the future? First of all, we should keep
providing a certain level of information to ensure that the progress made in terms of the
understanding of and familiarity with the new currency does not go to waste, perhaps by
focusing on certain groups which will have more getting to grips with the currency.

Second, however, I believe that the main effort should be made during the year 2001. This will
be the moment when people become aware of the imminent introduction of the currency and
will show greater interest in all the various aspects of it.

Finally, you raise a question – relating to the summit in Portugal – to which I am not in a
position to reply. It is only relatively recently that I have begun working on these questions and
the truth is that I have not yet had time nor opportunity to think them through. However, I am
sure we will have the opportunity to return to the question of a possible summit in Portugal
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during the coming months in this committee if, as I hope, Parliament endorses the
Commissioners-designate as the new Commission.

Chairman. – (DE) Thank you. You had of course already stated in your answer to Mr Donnelly
that you intended to prepare for that conference in cooperation with Parliament and with that
committee in particular. That point is now clear.

I now have to declare the hearing closed. I should like to thank everyone for their contributions
to this hearing, which has provided us with copious amounts of information and a firm basis on
which to draw our conclusions.


