
The Hague, July 6 1976 

Dear colleague, 
For several reasons I was very disappointed t h a t the meeting 
of Ministers of Finance o f the European Communities planned 
f o r l a s t Monday had to be cancelled. I sincerely hop© we s h a l l 
be able to agree on another date f o r a meeting i n the next few 
weeks. I n view of the importance a l l of us attach to the 
coordination of our economic and f i n a n c i a l p o l i c i e s , a view 
that was s t r o n g l y endorsed by the recent T r i p a r t i t e Conference, 
I would consider i t unfortunate indeed i f v© were to f a i l i n 
meeting our o b l i g a t i o n s w i t h regard to the consultations on 
q u a n t i t a t i v e guidelines f o r the d r a f t public budgets f o r 1977. 

A p a r t i c u l a r p o i n t I had wanted to raise during th© meeting was 
to inform you of the ideas i n our araa of i n t e r e s t which Prime 
Min i s t e r Den Uyl intends to b r i n g up a t th© coming meeting of 
the European Council. I would l i k e t o b r i e f l y i n d i c a t e th© 
general l i n e s of h i s p o s i t i o n i n t h i s area* 

There appears to be a general consensus on th© urgent need to 
strengthen the i n t e r n a l economic and f i n a n c i a l coherence of the 
European Communities* This view hae been expressed by the European 
Council at previous meetings, by Prime M i n i s t e r Tindemans i n h i s 
report to the European Council on European T?nion, and by the recent 
T r i p a r t i t e Conference. Ve believe t h a t the Community should indeed 
eerioualy attempt to r e i n f o r c e i t s p o l i c i e s and procedures i n th© 
two r e l a t e d areas of economic p o l i c y coordination and monetary 
r e l a t i o n s h i p s . 

On economic p o l i c y we would suggest t h a t tho medium-term economic 
po l i c y programme of th© Community should be isade to play a c e n t r a l 
r o l e i n a periodic review of n a t i o n a l programmese These n a t i o n a l 
programmes ahould be examined both on t h e i r consistency w i t h th© 
agreed Community programme and on the objective that national 
measures s h a l l not jeopardise the f u n c t i o n i n g of the common market. 
The r e s u l t s of these reviews should be included i n the Annual Report 
on the Economic S i t u a t i o n of the Community* The u t i l i z a t i o n of 
Community funds should be geared as ranch a© possible to th® objective 
and measures commonly agreed to i n the Medium Terst Economic Policy 
Programme. 
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A l l member-countries should commit themselves to f o l l o w the 
g u i d e l i n e s of the medium-term programme. I n order to r e i n f o r c e the 
process of convergence of economic p o l i c i e s on t h a t b a s i s , the 
c r e d i t mechanisms of the Community should be made in s t r u m e n t a l to 
th a t end. I n p a r t i c u l a r , we might examine the p o s s i b i l i t y of g r a n t i n g 
c r e d i t s i n t r a n c h e s , the r e l e a s e of f o l l o w i n g tranches to be made 
c o n d i t i o n a l upon the c o u n t r i e s concerned s a t i s f y i n g the p o l i c y 
c o n d i t i o n s . 

Ve are worried about the exchange r a t e developments i n the Community. 
There i s at present no e f f e c t i v e Community framework f o r the 
c o o r d i n a t i o n of p o l i c i e s i n t h i s a r e a a^ong a l l members, while r e c e n t 
developments have s u r e l y i n d i c a t e d the urgent need f o r common a c t i o n . 
The l a r g e movements of exchange r a t e s have a f f e c t e d our r e l a t i v e 
competitive p o s i t i o n s , i n some c a s e s r a t h e r s t r o n g l y , and have 
c r e a t e d p r e s s u r e s f o r p r o t e c t i o n * Moreover, there i s & danger of a 
growing divergence between the c o u n t r i e s t h a t p a r t i c i p a t e i n the 
European snake arrangement and the o t h e r couatrie®. 

A weakening of the snake arrangement, which would al l o w these other 
c o u n t r i e s to j o i n , doeB not seem to us the b e s t way to bridge the 
gap. Rather, we would suggest c r e a t i n g a general Community framework 
f o r c o n s u l t a t i o n and s u r v e i l l a n c e of exchange r a t e p o l i c i e s , based 
*on the " g u i d e l i n e s f o r f l o a t i n g " which we have a l r e a d y agreed to 
recommend f o r adoption i n the context of the I n t e r n a t i o n a l Monetary 
Fund. As you know, these g u i d e l i n e s c e n t r e around the concept of 
agreed " t a r g e t zones" f o r exchange r a t e s . I would emphasize t h a t 
the g u i d e l i n e s do not impose any o b l i g a t i o n on a country to keep i t s 
exchange w i t h i n these t a r g e t zones, but they do c r e a t e the presumption 
that c o u n t r i e s w i l l not engage i n p o l i c y measures which are designed 
to push the r a t e away from the t a r g e t zone. P e r i o d i c review of the 
t a r g e t zones, and Community s u r v e i l l a n c e of n a t i o n a l p o l i c i e s on the 
b a s i s of such g u i d e l i n e s t could provide the s t a r t of an e f f e c t i v e 
framework f o r Community a c t i o n i n t h i s a r e a . 

As I mentioned, I had planned to l a y these i d e a s before you i n an 
informal manner l a s t Monday. That meeting having been c a n c e l l e d , I 
f e l t i t my duty to give you some b r i e f i n d i c a t i o n of our t h i n k i n g 
on these matters i n advance of the meeting of the European Co u n c i l 
next week. Kay I ask you to t r e a t t h i s l e t t e r as informal and 
c o n f i d e n t i a l . Please f e e l f r e e , however, to inform other members 
of your c a b i n e t , i n p a r t i c u l a r those r e s p o n s i b l e f o r Economic A f f a i r e . 

With warm personal regards, 


