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ECONOMIC AND MONETARY PROSPECTS - THE COUNCIL'S CONCLUSIONS

Within the framework of the EEC-Ecofin Council the European
Finance Ministers today discussed the most recent developments on
the financial and foreign exchange markets.

Taking note of some improvements during the last days they
agreed that a more stable market situation is very important for the

further economic development in Europe and worldwide.

For this purpose common and co-ordinated efforts by all countries

are needed.

It is of high importance that the fiscal and monetary
co-operation agreed at the Louvre be continued and the commitments
undertaken implemented by all parties in full and without delay.
Especially urgent are early and appropriate decisions on a further
substantial reduction of the US budget deficit for fiscal 1988 and
fiscal 1989. A further decline of the dollar would aggrevate the
disadvantages for the world economy including the US.

The European countries are determined to improve the conditions
for further internally - generated non-inflationary growth and to
contribute to the reduction of external imbalances. The European
countries intend to co-operate actively with other countries in
decisions to ensure a more stable development of world financial

and foreign exchange markets.

The events of the last weeks have emphasized the advantages
within the context of the objectives of the Single European Act,
of setting up a large integrated European market of goods, services
and capital. The progressive realization of these objectives will

create in the coming years new opportunities for growth in Europe.
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The EMS has played and will play an important role in the
co-ordination of policies between the member countries and in
preserving stable relationships between European currencies. All
member countries will continue to meet in full their obligations
within the existing margins of the EMS. Recent developments have
demonstrated that the EMS has been strengthened in appropriate ways
by the September decisions of Basle and Nyborg.

CREATION OF A EUROPEAN FINANCIAL AREA

The Council heard an introductory statement by Mr DELORS,
President, - and by Lord COCKFIELD, Vice-President on the fiscal
aspects - outlining the Commission communication on the creation

of a European financial area containing proposals

- for the implementation of Article 67 of the EEC Treaty -

liberalization df capital movements;

- for amending Directive 72/156/EEC on regulating international

capital flows;

- establishing a single facility providing medium-term financial

support for Member States' balances of payments.

The Council asked the Monetary Committee and the Committee of
Governors of the Central Banks to give their opinions on the
Commission proposals at the earliest opportunity and agreed to examine

them as soon as it had received the opinions requested.

9598 en/87 (Presse 188) ers/AH/mh , ool enn



- 6 - 16.XI.87

ABOLITION OF FISCAL FRONTIERS

The Council heard a statement by Lord COCKFIELD, Vice-President,
outlining the Commission's overall communication on the abolition of

fiscal frontiers containing the following proposals:

- approximation of VAT rates;

- abolition of fiscal frontiers in connection with VAT (abolition of
the present system of exemptions in the country of purchase and of

taxation in the consumer country);

- establishment of a clearing mechanism for VAT on intra-Community
transactions;

- harmonization of taxes on cigarettes and other manufactures tobaccos;

- harmonization of excise duties on petroleum products;

~ harmonization of excise duties on alcoholic beverages and on alcohol
contained in other products;

a process for the alignment of VAT rates and excise duties.

At the close of a preliminary exchange of views, the Council
confirmed the Economic Policy Committee's brief to give its opinion on
the macro-economic aspects of the Commission proposals as soon as
possible and agreed to hold a policy discussion on the overall package
once it had received this opinion.
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COMMON SYSTEM OF VAT FOR USED GOODS

The Council noted that the Commission which had withdrawn its
proposal for a 7th Directive on the introduction of a common system
of VAT for works of art, antiques and used goods was shortly to
submit a fresh proposal in this area.

ABOLITION OF CERTAIN VAT DEROGATIONS

The Council continued its examination of the 18th VAT Directive
(abolition of certain VAT derogations), with the benefit of a
compromise suggestion from the Presidency.

The aim of the compromise is to eliminate, by 1 January 1989,
certain derogations provided for in the 6th VAT Directive of 1977;
it also makes provisions for the Council to take a decision before
1 January 1990 on the abolition of the other derogations.

At the close of the discussion, the Council requested the

Permanent Representatives Committee to settle the few issues outstanding

so that a decision would be taken at the Council's next meeting.
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INVESTMENT POLICIES OF CERTAIN UNDERTAKINGS FOR COLLECTIVE INVESTMENT
IN TRANSFERRABLE SECURITIES (UCITS)

By a qualified majority, the Council arrived at a common position
on a proposal for a Directive amending, as regards the investment
policies of certain UCITS, the limits set in Article 22 of
Directive 85/611/EEC which was adopted on 20 December 1985.

Pursuant to the new paragraphs (4) and (5) of Article 22, a
Member State may raise the limit on holdings of transferrable
securities issued by a single issuer from 5% to 25%, where such
securities are issued by a credit institution which is subject to
special supervision and where the sums deriving from the issue of
these bonds must be invested in conformity with the law in assets
which, during the whole period of validity of the bonds, are capable
of covering claims attaching to the bonds and which, in the event of
failure of the issuer, would be used on a priority basis for the

reimbursement of the principal and payment of the accrued interest.

Member States must draw up a list of the bonds to which they
may wish to apply the derogation and notify the Commission accordingly;
they must also specify the nature of the guarantees offered.

The limits set in Article 22 cannot be combined.

Under the co-operation procedure instituted by the Single Act,
the European Parliament must be notified of this common position, the
European Parliament then has three months in which to take a decision,
after which the Directive may be adopted definitively by the Council.

The amendments provided for in paragraphs 4 and 5 will come into
force at the same time as Directive 85/611/EEC, of which they will
form a part, i.e. 1 October 1989 except in the case of Greece and
Portugal, for which the operative date is 1 April 1992.
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GATT

The Council adopted, in the official languages of the European
Communities, the Decision concluding on behalf of the Community the
Protocol amending the GATT Agreement on Public Contracts.
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Bruxelles, 13 novembre 1987

¢3%
Note BIO (87) 308 aux bureaux nationhaux
Cc. aux membres du Service du Porte-Parole

"GRAND MARCHE ET FISCALITE", volla le théme central de | ‘ordre du
Jour du Consell ECO/FIN de iundi. Les attentes des médlas
relatives a cette réunion des grands argentlers de la Communaute
qul débutera le tundi, 16 novembre a 10.00 h., se concentrent sur
| ‘examen de ta sltuation économique et monétaire internationale.
Mals apreés les pomplers, ne faut-ii pas appeler les archltectes
pour construire une Communauté plus forte sur les fondations du
grand marche?

En effet, la Commission fera la présentation politique des
propositions essentielles pour la creéation du grand marche.
D’'abord celles concernant | ‘espace flnancler, a savoir la
libération des mouvements de capltaux et, ensuite, celles
relatlves au rapprochement des fiscalltés Indirectes, conditlion
Indispensable au démantélement des frontiéres Intérieures. S'1I1!
n'est pas, blen sar, possible d’'engager dés A présent un débat
sur le fond de ces propositions, la CommIssion entend cependant
recuelllir des réactlions et fixer de fagon décisive les Jalons de
procédure a Instaurer pour permettre au Conseil de prendre les
décislons nécessaires dans le respect de notre échéanclier pour
1992. En falsant nos proposltions des maintenant, nous offrons )
aux gouvernements, notamment en ce qul concerne le rapprochement ’
des taux de flscallte Indirecte, la possibilite d’'opérer des
ajustements par étapes, et nous espérons que |‘'avantage pratlque
de cette approche ne sera pas gaspillié. Des reéductlions graduel les
des taux de TVA, comme celles qul sont déjA intervenues en France
pour les voltures, ont dans ce contexte valeur de modeéle et
d’encouragement.

En ce qul concerne les points plus techniques a |‘ordre du Jjour,
signalons |’'adoptlion en point "A" d’'une position commune sur les
organismes de placement collect!lf en valeurs mobllléres (OPCVM).
Il faut rappeler qu‘une directive de 1985 a Instauré une sérlie de
régles contralgnantes concernant la réepartition des risques
d’Investissements en Iimitant la part de chaque type de valeur a
I'Intérleur d’un portefeullle d’'un tel organisme. Sur la table du
Conselil se trouve une proposition de directive compiétant cette
léglislation en donnant la possibilite d’augmenter la part des
valeurs émises par des Instituts de crédit hypothécalire dans ce
portefeullie. Le Consell se propose d'adopter a4 ia majorite
quallifliée (1'Allemagne et les Pays-Bas sont opposés) un compromis
qul prévoit notamment un seull de 25 % pour les obligations
hypotheécaires.

Les questions fliscales proprement dites a |'ordre du Jour
concernent la deéfinlition uniforme de l|'assliette TVA. En effet, la
6éme dlirective TVA avalt permls aux Etats membres de malntenir un
certain nombre de dérogatlions pPendant une période transitoire. La
Commission avalt falt des propositions en vue d'é¢liminer ces
dérogations. En ce qul concerne les obJets d’'art et les blens
d’'occaslion (proposition de 7éme dlirectlive TVA), la présidence
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maintient ce point & |'ordre du jour nonobstant le falt que 1a
Commission a retiré sa proposition. En effet, la présidence avait
élaboré un compromis quil n'est pas acceptabie pour !a

Commission.

Cette proposition étalt sur ia table depuis 10 ans. La présidence
propose de distlinguer entre opérations a !’'iIntérileur d’un Etat
membre et opérations transfrontalléres et de laisser le choix aux
Etats membres de cholsir la méthode de taxation. La Commission
Juge Inacceptable ce compromis, d’abord en ralson de sa nature

transitoire, limitée au 31 décembre 1992, en second 1leu parce
qu’ll dlvise le marcheé Intérieur et, en troisléme 1leu, parce
qu'll contredit le principe de I ‘harmonisation de la définitien

de |'asslette en permettant aux Etats membres de faire des choix.
La Commission se propose de falre, dans un proche avenir, une

nouvelle proposition sur la fiscallsation de cette catégorie de
blens. .

La proposition de 18éme directive TVA concerne également Ia
suppression de dérogations prévues par la 6éeme directive TVA. Ces
dérogatlons peuvent, selon la Commission, se classer en trois
catégories : d'abord celle dont la signification économlque et

soclale est treés falble, ensulte celle dont |’ importance soclale
est réelle, et enfin celle qul concerne des secteurs spécifiques
pour lesquels i! faudra prendre des décisions & un stade

ultérieur, notamment les télecommunications, le transport de
passagers, etc. La Commission avalt proposé de supprimer les
dérogations par étape. Sur ia table du Consell se trouve
malntenant un compromis qul crée cependant pour certalins Etats
membres des difficultés. Alns! e Royaume-Un! entend maintenir un
régime dérogatoire pour les prestations culturelles et sportives,
I"irlande entend malntenir, pour deux ans encore, |'‘'exonératlion
sur les chevaux pur sang et les levriers, les Pays-Bas voudralent
éxonérer les services d’'experts d’'assurances. La France, quant a
elle, pose la question de la compatibllité de la suppresslion de

| ‘exonération pour le transport de marchandises sur le Rhin et I|a
Moselle avec les dispositions de | 'acte de Mannheim, convention
Internationale régtant ia navigation rhénane. L’Al lemagne demande
la suppression de la dérogation concernant ies agences de voyage. -
Un certaln nombre d’'Etats ont des problémes de calendrler. La
discussion s'annonce comp ! lquée.

7
Amitiés, L7
@. ANOUIL - coheur



Bruxelies, le 13 novembre 1987.

NOTE BIO (87) 308 (sulte 1) AUX BUREAUX NAT IONAUX
CC. AUX MEMBRES DU SERVICE DU PORTE-PAROLE

Préparation du Consell ECO/FIN du 16 novembre 1987 (F. Colasanti)
La réunlion du Consell ECO/FIN débutera a 10 H 00.

Le premier point & |'ordre du Jour est un examen de la situatlion
économique et monétalre actuelle. C’est la premiére fols que les
Ministres de |’Economle et des Finances des Douze ont |‘occasion
de se rencontrer aprés la chute des valeurs boursiéres de la
deuxiéme moltie du mols d’'octobre et la turbulence qul a ensulte
caractérisé le marché des devises. Ces perturbations sont sl
recentes et |1 reste encore tellement d’Incertitudes d’'ordre
économique et pollitique qu’'il est obJectivement difficile de
formuler des prévisions fiables quant A leurs effets sur
I’évolution économique. Les Ministres essaleront de dégager une
analyse commune des causes de ces perturbatlions et échangeront
leurs Impressions quant & |'évolution future.

Le deuxléme point A |'ordre du Jour, c’'est la "créatlion d’'un
espace financler européen®. Les delégations auront a s'’'exprimer
pour la premlére fois sur les propositions que la Commission a
présentées le 28 octobre en exécution de la deuxiéme et ultime
phase du programme pour la |ibération des mouvements de capltaux
qu’elle avalt présentée en mal 1986.

Matérlel dlffuse

- IP 482 : Sulsse-CE : Signature de |'accord de coopération en
matiére de terminologle

-~ IP 483 : Commisslon propose | "augmentation du TAC de plle dans
la zone du canal de Bristol et du sud-est de I’'Irtande

- IP 484 : Extraits du discours de M. Clinton Davis a Barcelone
sur des problémes de |'environnement

- Memo 1156 : Déstockage de beurre

Amlitilés, y
G. Anoull (E%?&
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NOTE BIO (87) 308 (sulte 2) AUX BUREAUX NATIONAUX
CC. AUX MEMBRES DU SERVICE DU PORTE-PAROLE

ECO/FIN Councli i (16.11.1987)

The meeting of the Councll| started at 10 O0Oh with a discussion on
the first point of the agenda "Economic and Monetary Sttuation®.
The dlscussion, restricted to Ministers and closest

col lfaborators, lasted more than two hours. At the end, the
Councli! decided to publish a communique. (text sent separately)

Creation of a European Integrated Financlal Space:

This point was Introduced by a presentation of the Commisslon
Proposals by President Delors and Lord Cockfleld (see BIO 284 of
28 October 1987). President Delors has Indicated that the
Commission conslders it possible to arrive at the final approval

of the draft directive before the end of the first semester of
1988. ‘

The Monetary Commlttee and the Committee of Governors have
conflrmed that they have already started the examinatlion of the
Commission proposals. The point was then ad Journed wlithout
additional declarations from any delegation.

The Ministers adjourned for lunch after the Presentation by the
President of the Commisslion of our plan for the final phase of
capltal movement liberalizatlon. After lunch Lord Cockfleld
presented the Commission’'s proposals for the approximation of
indirect taxatlion rates, an IndIspensable and Inescapable
prerequisite for the abolltion of controls at the internal
borders. Member States’ reaction baslcally amounted to playling
for time. Ministers pralsed the work done by the Commission but
feit that without a pPrecise analysis of the macro-economic Impact

of what the Commission Proposed 1t would be difficult for them to
take declislions. ‘

Some Minlisters took Uup points of detall. For Instance ‘the Dutch -
Minister felt that the differential of 6 % for the standard rate
was too Important and would create distortions. He also wondered
why a hligh exclse had been retalned for tobacco - which he

weicomed - but not for alcoho! which was also a health hazard and
responsible for many acclidents.

Mr Lawson said that there could be no question for his Government

not to honour electlon Pledges on zero rates (food and children’'s
clothing). .

Most delegations found the Commission’s timetable too amblitious
and argued that the Economic Pollcy Committee should be asked to

draw up a report on the macro-economie consequences of the
Commission’s proposal.
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Lord Cockfleld sald that the Governménts’ reluctance to bite the
builet would not remove the agony, It would merely lIncrease the
pain. What the Commission proposed was the absolute minimum
necessary to make the ellIlmination of fiscal frontlers and
controils posslbie. 't was Important to get the job done. He
proposed a very tight timetable. The first stage from now untl|
the 18 April ECO/FIN Counclil| should see COREPER working on the
VAT base, number of rates and level as well as the clearling
system, exclises and the convergence proposal. In the second
phase running up to the 6 June 1988 Councl| one would take
dellvery of Parlliament’'s oplnion and deal with the exclises on
clgarettes. In the third phase after June 6 remalning proposals,
concerning for Instance, passenger transport, works of art, gold
and Governments'’ requests for derogations would be consldered.

The Commission looked to the Counci! to adopt ali the flscal
proposals by the end of 1988 In order to allow Member States
sufficlent time for thelr Implementation so as to make possihie
the abolitlon of Internal frontlers no later than on the 31
December 1992.

Lord Cockfleld also pointed out that during the Commission’s work
on these proposals Member States had falled to provide the macro-
economic studies which the Commission had requested and that an
Ad Hoc group of high level fiscal experts under the Dutch
Preslidency had reached the conclusion that the Commisslion’s
recipe for approximation offered Iin the White Paper was the only
way to achlieve the abollition of fiscal frontliers.

The Counci! declded to revert to the matter In the llght of an
analysis to be made by the Economic Pollicy Commlittee as soon as
possible.

The Councll’'s dellberations on the abolition of a number of
derogatlions to the VAT base was inconclusive. The Commlission
undertook to table In the near future a new proposal concernling
the taxatlon of secondhand goods and works of art. The draft
18th VAT Directlve was referred back to COREPER. ’

As foreshadowed In "suite 1" the Councl| adopted a common
position on UCITs by qualified majority. This will now go to
Parl lament.

The Councl! adjourned at 18 30 H.

Regaré,( D . ﬁjf .

C.D. EHLERMANN = ZComeur
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. BRUSBELS, 17 NOVEMBER 1987
NOTE.BIO. (87). 308 (SUITE 2 ADD. ET FIN) AUX BUREAUX NATIONAUX .
CC. AUX MEMBRES DU SERVICE DU PORTE-PAROLE -

ECH8 /F 1N - STATEMENT BY THE SPOKESMAN - .

~ CONTRARY .TO-THE. IMPRESSION CONVEYED IN THIS MORNING'S PRESS, THE :

---- RECEATION. GIVEN BY THE -COUNCIL TO THE COMMISSION'S PROPOSALS FOR v

- - -F18CAL APPROXIMATION WAS A POSBITIVE AND A HELPFUL ONE.. -,

<+ - DELEGATIONS UNANIMOUSLY PRAISED THE WORK DONE BY THE COMMISSION. ’

- ~-NOBGDY CALLED INTO QUESTION THE .1992 OBJECTIVE NOR THE NEED ABOLISH

- = - FISGAL. . FRUNTIERS IN. ORDER TO RCHIEVE IT.. . -

- THE-MINISTERS CONFIRMED A POSITION ALREADY TAKEN AT NYBORG, I.E. THAT

-~-- THE JECONOMIC. POLICY COMMITTEE SHOULD REPORT ON THE MACRO-ECONOMIC.

= -~ IMPLICATIONS. OF THE- PROPOSALS. IN HIS SUMMING UP THE PRESIDENT OF THE

— -~COUNSIL SAID THAT THE EPC SHOULD REPORT IN TIME FOR THE NEXT ECO/FIN

¢ -~ COUNEIL.-ON-7TH OF DECEMBER TO BE ABLE TO DEAL WITH THE MATTER. A .
.- - TIMETABLE FOR DEALINS WITH THE PROPOSALS SHOULD BE DRAWN UP AT THAT
COUNCIL MEETING. - .

- A NUMBER OF DELEGATIONS DID OF COURSE, EXPRESS RESERVATIONS ON POINTS
OF SUBSTANCE AND IT WAS CLEAR THAT SOME MEMBER STATES FORESAW- .
SUBSTANTIAL PROBLEMS. WHICH WOULD HAVE TO BE EVALUATED. THOUGH IT WAS
TOO EARLY TO SAY HOW SUCH PROBLEMS WOULD EVENTUALLY BE SOLVED, IT WAS
NOTED THAT, AS THE COMMISSION HAS ALL ALONG -ACKNOWLEDGED, MEMBER

1

-
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PN . .. - - . .
Tk W g W o e e W e e .

. . - s T

'3 STATES MAY IN. CERTAIN INSTANCES MAKE OUT A CASE. FOR DERORGATIONS. .
sk - .IT. 18 .IMPORTANT. TO STRESS THAT YESTERDAY'S PROCEEDINGS DO NOT MEAN A
%  FURTHER DEFERRAL. 1992 REMAINS THE TARGET FOR IMPLEMENTATION.. .
4 - ADORTION BY THE COUNCIL OF THE PROPOSALS OUGHT TO COME AS EARLY AS
-3 - - POSSIBLE S0 AS TO LEAVE THE GOVERNMENTS ADEGUATE TIME FOR. ,
¢ IMPLEMENTATION. .., .
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