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Abstract

Monetary cooperation was a key issue since they dagjinnings of European integration.
After the Second World War the transatlantic BrettWoods system had provided a stable
framework that shielded the West from the commullist. However, in the late 1960s the
system started to crumble. At the same time, id&asit a European currency union emerged
a concrete proposal, the Werner Plan, was put fokwihe plan was however never put into
force. Instead, it took another twenty years, wktem Treaty of Maastricht was signed in
1992, for the EU member states to agree upon ataxgnanion. Why did the implementation
of a European monetary union fail at the first mfie but was seen as legitimate and
appropriate two decades later? The aim of this mpapeto explore how and why a
supranational monetary institution emerged in theogean Union. Adopting an agenda-
setting approach this paper suggests that theastten of national interests and economic
ideas are essential factors for the dynamics efjnaition.
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1. Introduction

The means by which European states manage macmeanigoals such as growth, price

stability, and employment have gone through majmnges since the Second World War.
Particularly the delegation of various decision-ingkprocesses to the European level has
enormously influenced the way states interveneetiure stable macroeconomic conditions.
The case of monetary cooperation and integratianpsme example of this transformation:

National governments do no longer possess the aigvecontrol over monetary decisions

and instead supranational institutions manage #giwnomously.

The idea to create a European monetary union watke mpablic at the European Council
Summit in The Hague (1969) where the German ChemcéVilly Brandt, announced that
the six member states were working on a plan ferctieation of an economic and monetary
union (The Hague Summit, 1969). Subsequent to tketinmg at The Hague, a group of
monetary and economic experts drafted a propasathich further steps towards a European
currency union were elaborated. The so-called WePten was published in 1970 but was
never finalised.

The dissolution of the Bretton Woods system, whigs confirmed by the ending of the
dollar’'s convertibility into gold in August 1971s ibften put forward as the main reason for
why the Werner Plan was not implemented. It is basn argued that it had triggered a
feeling of crisis and uncertainty among the mensbates. A crucial question seems therefore
why this situation was perceived as a crisis rathan as an opportunity to strive forward
with EMU and to establish a stable European mowyeieder. Instead of taking this situation
as a momentum for creating a monetary union, tmeepaies were floating for a while until
the Snake (1972) and then the EMS was establish&€79.

In the late 1980s the idea to create a Europearetapnunion with a single currency revived.

Once more a group of experts was set up to dradftoposal. The result was the Delors
Report, which was published in 1989. Although timelerlying ideas of the Delors and the
Werner Plan differ in many respects, both plansgested three stages for creating a
European monetary order with a single currencys Time, the proposal was pushed though:
the Delors Report provided the foundation for thaastricht Treaty in 1992 when the

European states formally decided to proceed towasgisgle European currency.

Why did the establishment of a European monetargrufail in the 1970s but was seen as
legitimate and appropriate two decades later? paper analyses the evolution of European
monetary cooperation from an agenda-setting petispe®y investigating the interaction of
national interests (particularly with respect torGany and France as the main powerful and
forward striving actors) and dominant economic gayas this paper attempts to shed light
on why monetary integration occurred in the 199@shiad failed two decades earlier.
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To study the case of monetary integration is a @geful decision. First, monetary policy is
an example of positive integration that requiregegonmental intervention. However, the way
governments intervene is not straight forward legjuires a considerable agree of consensus.
Second, monetary integration was a key issue at bimge the offset of European integration.
Yet, it was not decided to completely delegate ploiicy field to the supranational level until
1992. Monetary integration therefore provides aitudinal case study that allows exploring
under what conditions European cooperation faitethaas pushed through respectively.

The main argument of this paper is threefold. Fmational interests and power relations are
main driving forces for changes occurring in terwfs monetary cooperation. Second,
economic paradigms and the role of monetary pgliey a fundamental role. Is monetary
cooperation dependent on the convergence of realoatic indicators or is monetary policy
first and foremost an independent tool to secuieepstability? And finally, this paper
suggests that soft forms of coordination may bdep sowards further integration as they
allow for a European problem-solving perspectiveléoelop. The snake and EMS provided
an institutional framework for common experiencd #rus for a consensus to emerge.

The paper is structured as following: the secontigiacusses the agenda setting approach for
studying European integration dynamics. The thiad provides an overview of the role of
monetary policy in the two competing economic pagad Keynesianism and Monetarism. In
section four the agenda-setting approach is applnetithe evolution of monetary integration
in the EU is analysed in terms of the agenda-gg#tpproach.

2. Theorising European integration: the Agenda-seitg approach

Since the 1990s academics increasingly startedimigaan approaches from domestic and
comparative politics to analyse the European Ur(ieb). They placed less emphasis on
studying European integration as a process andddstocused on the nature of the EU as
such (e.g. Hooghe and Marks, 2001; Kohler-Koch, 9)9%€oncepts such as network
governance and multi-level governance were put dotwo describe the functioning of the
supranational system. While it has remained debatabether the EU is a fully fledged
political system, it is unquestionable that she faaseaching steering capacities. After all, it
is hard to deny that it has become a dominant actpublic policy-making. However, not in
all instances has the EU been able to establisfmanon problem-solving framework. Why
has it failed in some cases and succeeded in Gthers

Agenda-setting as a theoretical point of departare contribute to a better understanding of
the problem-solving abilities of a political systeffihe approach originates in American
political science and has only very dispersedlynbapplied to the European politics (e.g.
Princen, 2007; Peters, 2001; Heise, 2005b). Incpi@, agenda-setting is about the attention
given to the issues, which are considered for ipalitaction in a polity (Cobb and Elder,
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1972). It explores why certain “issues” end up loa formal agendzaof a political system and
others do not. As potential public issues usualigeed the capabilities of decision-making
institutions to process all of them decision-makeged to prioritise which items to deal with.
Thus, in every social system there is a competiaomong issue proponents to gain the
attention of media, professionals, the public, palicy elites.

Agenda-setting not only involves a struggle forcpig an issue on the agenda, it is also a
struggle for the overall issue definition (Davitee007). What are the competing
interpretations of political problems and the aitgive worldviews that underlie them? The
concept of issue framing as well as the literaturepolicy-discourses (cf. Daviter, 2007 and
Schmidt, 2002) is closely related to this questibhe main idea is that issues are not pre-
defined but that actors have different opinionspbpgm-definitions and solutions for a
subject.

Whether an issue and its particular interpretat®rplaced on the European agenda is
dependent on various factors. While the Commissadhe only European institution, which
can submit policy proposals under the EU’s firdlapi and is therefore the formal agenda-
setter, it does not act in a vacuum. Instead, ibtisgrated in a network of different actors.
Each Directorate General has regular contact wattworking group in the Council and its
parliamentary committee and the emergence of episteommunities within policy sectors
is a common phenomenon (Richardson, 2006). In otloeds, even though the Commission
has the sole responsibility for proposing new lgjisn, the driving force for setting the
formal policy agenda may lie outside the Directer@eneral.

Richardson (2006) suggests that it is possibleigtnguish between two main sources: the
external environment as well as actors’ motivatidige environment may provide a window
of opportunity due to major political events, eieot outcomes, and new information
stemming from socio-economic developments. On ttieerohand, actors have different
motivations to advance a topic; they may act upoatenml interests or ideological
convictions. Ideas are important as they servexfaen events and to legitimise political
action. However, policy coordination can also bbjesct to strategic decisions by political
actors who choose the venue most favourable to.tiém interaction of ideas and interests
seems therefore crucial and lies at the heart efathenda theory. Scholars have however
tended to focus on one dimension only. For exaniiecussen (1999) and McNamara
(1998) try to understand why there was so littlatowversy with respect to price stability,
central bank independence and sound finances i61986s. Both agree in their analysis that
policy coordination is to a large extent depenaengenerating an ideational consensus.

Y In literature two types of agendas are usuallyrreteto. First, the formal agenda involves the #etimat
decision-makers have formally accepted for seriomssideration. And second the public agenda cansist
those issues that have achieved a high level oliirtterest and visibility. When talking of the extda, this
project however refers to the formal European ageasi studying the public agenda exceeds the cigsaoit
this paper.
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While Marcussen (1999:389) defines ideas lasotwledge structures about macro-economic
cause-effect relationshifys scholars have suggested distinguishing betweasnsal and
normative ideas (Campbell, 1998; Goldstein and lkeeh 1993). The former specifies a
cause-and-effect relationship of economic evensseéonomic theories such as Monetarism
and Keynesianism differ with respect to their erplégons also the solutions suggested by
their proponents for securing a stable macroeconamvironment vary. In terms of the
normative dimension, a policy reform needs to Iegdge why the European level is most
suitable. Agenda-setting in the EU does not onlpive a struggle for problem definition but
also about whether European institutions are censtithe appropriate level. The following
section briefly elaborates on the different iddesd tan be ascribed to monetary policy.

3. The Role of Monetary Policy in Economic Paradigms

Economic theories provide a framework to descritak @analyse how economies work and the
means through which they can be regulated. Accgrtinhe magic square, macroeconomic
policy-making involves four main goals: to achiepeice stability, full employment,
satisfying economic growth and a balance of paymeé&heé idea of the magic square may
however be misleading; while it may be desirablestich these four criteria simultaneously it
is disputed that this is possible. The emphasis ithalaced on each of these goals can
therefore vary according to the economic theoryeundiscussion. Moreover, economic
paradigms provide different explanations for howestn objectives can be achieved. This
section briefly outlines the role monetary polidgys in two main competing paradigms.

On the one hand, there is Keynesianism also refeiweas demand-side economics (cf.
Keynes, 1936) and on the other hand, there isdhmaked supply-side or monetarist theory
(cf. Friedman, 1976). Their underlying ideas do owlly provide different but also conflicting
frameworks for how to achieve stable economic diomak. In other words, Keynesian and
neoclassical economics differ with respect to theilysis of economic problems. Where do
they come from, what has caused them and whatharagpropriate measures to overcome
them?

According to neoclassical theory, economies areregllating systems that allocate scarce
resources efficiently and markets perform best wipgrernments do not intervendlso in
terms of macroeconomic policies the state has #@elihfunction. The reason for this lies in
the underlying assumption that money is “neutrddi& monetary sphere simply hovers like a
“veil” over the economic sphere but does not affeconomic developments such as
investment and employment in the long-term. Necitat economists therefore divide an
economy into a monetary and a real economic spl@mg. in the short-run can monetary
policy have an effect on the real economy. Howetag, consequences of actively using

2 Except in cases of market failure e.g. to prevemnopolies etc. and for the provision of public dedcf.
Cornes and Sandler, 1995).
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monetary policy for employment considerations aggative as a rise in employment is not
sustainable and goes along with a higher inflat@ate. In other words, the result of using
monetary policy as a macroeconomic tool is not ardytral but in fact detrimental for the
economy. The consequence of the dichotomy of tyarsdle spheres is that monetary policy
should be performed irrespective of economic dgweknts and instead be geared towards
securing price stability. This line of arguing isflected in the quantity theory of moriey
Since transactions vary with the level of incomevdbthe demand for money. Consequently,
central banks ought to regulate the amount of manegirculation. It is based on the
assumption that it is possible to exogenously @guhe money supply of an economy.

For Keynes (1936) markets are not self-adjustirgiesys as in the neoclassical paradigm. In
turn, they are inherently instable due to expemtati uncertainties and endogenously
cumulating effects. Therefore institutions are reeketb increase trust and stability within an
economy. This line of arguing does not draw a saparline between the real and the
monetary sphere. In fact, one of the main argumisntisat the capital and the employment
market are deeply intertwined and characterised bigrarchical relationship. Changes on the
money market influence outcomes of the real ecooosphere such as investment and
employment.

Keynes (1936) argued that people have the choiteelea holding an asset in form of money
or in bonds. The cost of holding assets in the fafhmmoney is that interest income is
foregone. Consequently, a rise in the interest walieincrease the incentives in favour of
interest-bearing assets. Thus, decisions to inaestdependent on the interest rate as it
influences the liquidity preferences. According Keynes, monetary policy is therefore
mainly interest rate policy and should not onlydseented towards price stability but should
also try to regulate real economic outcomes ofsiment and employment.

Keynesian economics is often regarded as suggestitigagde-off between inflation and
employment in the long-run as suggested by thelip#iCurve. From the 1950s many
economists believed that there was a permanerahjiestelationship between inflation and
unemployment. One implication of this was that gaweents could control unemployment
and inflation within a Keynesian policy. Howevemn,the 1970s unemployment and inflation
were rising simultaneously. For example France &adannual inflation rate of more than
13% in early late 80s and Italy of over 20% (Mitth2007). The German central bank had
always placed an emphasis on price stability afidtion was less severe. However, the
phase of stagflation also struck Germany. As aegumsnce the Keynesian paradigm and the
idea that monetary policy should also be used tgfoduction and employment was largely
abandoned. In turn, monetarism and the emphasiprice stability gained dominance.

% There are various problems with this approach: @inthe main critiques is that if monetary policyshan
influence on the real sphere in the short-run titemwill change this sphere and also influence fetur
developments in the long-run. For a more thorougdtu$sion of the role of monetary policy in economi
paradigms see Heine und Herr (1999)
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However, the Keynesian line of thought is anythauog extinct; predecessors such as the Post-
Keynesianism have been elaborated and also the Kégmesian highlights the significant
role of the state (or some a supranational actor)skecuring a stable macroeconomic
environment.

It becomes evident that the state has a diffenemttion in the paradigms. The supply-side
highlights that the state should intervene aslii$ possible and that monetary policy should
influence price stability. In turn, the Keynesiaargdigm suggests that governmental action is
desirable as markets are inherently instable. Mogetolicy should help regulate investments
according to cyclical economic developments. Ineotiwords, the paradigm shift centres on
two key issues: the choice of monetary policy umstent and the choice of an active or
passive policy. However, when investigating theedation of economic policies towards the
European level, there is the need to involve ah&rrdimension: Which authoritative level
should be in charge? Can the local, national on ¢lve European level best perform a certain
function?

In order to decide which governmental level cant lmsry out economic policies, it is
essential to take into consideration who (individiragion) is affected by a decision being
taken. The theory of fiscal equivalence (Olson, A9herefore introduced externalities to
distinguish between an economic and a politicakgliction. While the former denotes the
region that isaffected the latter refers to the governmental level thetidesandfinancesan
action (cf. Blankart, 2006 and Heise, 2005a). Iheotwords, when investigating which
authoritative level can most efficiently manage etany policy decisions, we need to ask
who is affected by a decision being taken (cf. Aacel Sandler, 2002; Kaul and Mendoza,
2003).

As the adjustment of exchange rate does not orfigctathe initiating country but has
multilateral implications, the delegation to an emmational institution can provide a
framework to coordinate decisions and to give itiges to comply with the agreed-upon
goals. This way beggar-my-neighbour strategies ompetitive devaluations can be
dampened. Thus, while there are in fact substargadons for why public policies should be
managed across different authoritative levelseality policy-making is an arbitrary matter.
Wallace et al. (2001:43) depicted European poliakimg therefore as a “pendulum” that
oscillates between the member-states and the aaosal arena. Agenda-setting in the EU
therefore involve a struggle for whether Europeastitutions are the appropriate level. It
involves a discourse of scaling.
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4. From a transatlantic to a European monetary orde

This section identifies and compares the two mefarm proposals: the Werner Plan (1970)
and the Delors Plan (1989) with respect to thedeulying ideas. What role does monetary
policy have and why is the European level more gqmpatte? While economic ideas may help
to legitimise and explain a reform, the delegattbmajor competencies to the supranational
level can also be subject to strategic decisiongdbyical actors. In other words, it is essential
to include an analysis of historical background ditons and national interests to better
understand why certain ideas gained dominance.

The public breakthrough of a European monetaryrugame at The Hague Summit in 1969
when Willy Brandt, the newly elected German chaocgbfficially proposed to take steps
towards EMU. Zimmerman (2001), who provides a dedaiaccount of the historical
background conditions of the Werner Plan, argued the idea of aEuropean system
challenged the existingansatlanticframework with the US dollar at its centre. ThestBon
Woods (BW) system was the post-war monetary systeahhad been created in 1944. It
brought about a series of institutions and rulehsas the International Monetary Fund and
all major industrial countries linked the value tbkir currencies to the dollar. In turn, the
value of the dollar was expressed in a fixed ratigold and guaranteed by an American
promise to exchange dollars on request to gold. Shiséeem was therefore dependent on the
US to manage its domestic economy to secure ckitiility.

There were both economic and political aspectsshpported the transatlantic arrangement.
In political terms, the BW provided a cooperativermatary framework that shielded the West
from the perceived threat of the communist blocrédwer, dollars streamed into Europe for
reconstruction and there was a feeling of US sopé#yi In economic terms, the 1950s and
1960s were largely characterised by economic #falsihd growth for the Western world.
However in the late 60s, the dollar expansion witiie system brought about scepticism as
to whether the US would be able to repay with gelskerves and speculations started to
threaten the stability of system.

The perception that the system did no longer suppssential interests of the participants
started to rise. In 1965 President de Gaulle anceithat he would exchange every dollar
for gold to force Americans for radical change.héligh Germany, the Netherlands, Italy and
the UK initially declared solidarity with the UShd transatlantic consensus, on which the
system has been based, started to wane. Zimmer(@80d) and Dyson (1994) argue that
especially France wanted was striving for more ooy in setting domestic economic
priorities. Slowly, the Europeans started to becolthe others” in terms of monetary
relations for the US.

At this time, proposals for a European monetaryeoitthd emerged. In February 1969, the
Commissioner Raymond Barre submitted a memoranautinet Council on the coordination
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of economic policies and monetary cooperation witihie Community (Barre Report, 1969).
The major concern was that strong currency fluanatcould endanger the running of the
common market and the CAP. It had therefore beggesied to examine the possibility that
to establish a system, in which currency parites anly be changed by common accord. The
aim was to secure European-wide stability as aemaftcommon interest. The proposal had a
clear European economic rationality perspectivefaoilitate commercial and financial
relations within the Community. The implementatimina European unit of account should
support these measures.

Different than the proposals suggested by the Casion, Willy Brandt and Georges

Pompidou pronounced the idea of a European currdncgther words, their intentions to

cooperate went further than those designed by tmn@ission. Although France had wanted
to become more autonomous in monetary terms undsident de Gaulle, due to major

speculations it soon became evident that this weasustainable. Moreover, one of the core
projects pursued by Willy Brandt was the recontidia with Eastern countries. This initiative

could be perceived as a step against further psegséthin the EEC. In this context, Brandt
suggested a European initiative for monetary cajmer at the Hague Summit, which

cumulated in the Werner Report.

4.1. The Werner Plan 1970 — Monetary Policy in tReriphery

A group of experts had been set up, which was etidiy Pierre Werner, the former Prime
and Finance Minister of Luxembourg, to draft a msgd for the establishment of an EMU
(see also Figure 1). The team consisted of memblersarious economic and monetary
committees with each state being represented. Téyeart, which was called the Werner Plan
(WP), suggested a three-phase timetable to edtablis ‘area within which goods and
services, people and capital will circulate frealyd without competitive distortions, without
thereby giving rise to structural or regional diselpria.” (WP:8).

While monetary cooperation was an integral parthaé proposal, it is not at its centre.
Therefore, it cannot be assessed in isolation lbeitpblicy discourse needs to be evaluated
also with respect to its relation to economic peic The WP placed particular emphasis on
the first stage of the three-steps, in which carecead important measures were to reinforce
economic and monetary coordination. The ambiticmaggshould commence in 1971 and last
3 years. Particularly economic coordination wasseecrucial at this stage:

“Having regard to the marked differences existingveen the member countries in

the realization of the objectives of growth andogity, there is a grave danger of
disequilibria arising if economic policy cannot barmonized effectively (WP:5)
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While the prime idea of the report was that ecomoamd monetary cooperation should be
settled simultaneously, economic harmonisation imagact at the centre of the proposal.
Particularly, the harmonisation of budgetary bgbabf tax and structural policies within the
Community was seen as essential to ensure cohdstomomic policy was to be decided in
its broad outlines at community level in the festige with binding rules and working towards
unification in the final stage. While currenciesosld be placed within a narrower band
monetary policy was to be centralised in final stdgpendent orthe progress of economic

integration.

The importance of economic convergence was aldectefl in the suggested institutional
design, which demanded the creation of two cerotvaimunity organs: a Community System
of Central Banks (CSCB) and a Centre of Decisiang&Etonomic Policy (CDEP). The CDEP
was to exercise in accordance with community irstegedecisive influence over the general
economic policy of member states. Also monetarycgathould be decided centrallthere
was however no specific reference to the exactsgaad setup of the CSCB.

The WP reflects to a large extent the main econaaeias mainly supported by Germany and
the Netherlands. Different than France and Belgiwhp believed that monetary policy
serves as the driving force for further economtegnation, Germany persisted on a plan that
required economic convergence. The German plariefgilan, 1969) states that:

,Der Ubergang zur vollen Wirtschafts- und Wahrungsankdnnte theoretisch

schon heute vollzogen werden... In der Praxis wieste/eérsuch (...) jedoch eine
politische und 6konomische Uberforderung der EW@dei bedeuten (...) Die

wirtschaftlichen und gesellschaftlichen Struktuienden Mitgliedslandern sind

noch zu verschieden (...). Diese Unterschiede kisakst bei besten politischem
Willen nur langsam abgebaut werdée(Stufenplan, 1969:2)

The German viewpoint built upon economic ideasteelao the Keynesian perspective of
monetary policy, which does not separate the ecanamd the monetary sphere into two
independent parts. Instead it was considered eabkdnt achieve substantial economic
convergence in terms of interest and inflation ggigor to the establishment of a currency
union. Karl Schiller, who was the German MinistéEgonomics at this time, had introduced
the Keynesian paradigm into the Social-democragidyp which is evident in the German
proposal. The French and the Belgian monetary iatem plans approached the matter from
a monetarist viewpoint, in which monetary policyndze introduced irrespective of economic
developments (Interim Report, 1969).

Although the states entered the first period of WiE by establishing the Snake in 1972,
monetary integration was never finalised as haa Ipeeposed. The dissolution of the Bretton
Woods system, which was confirmed by the endinthefdollar’'s convertibility into gold in

August 1971, is often put forward as the main ragZmmermann, 2001; Verdun, 2001). It
Is argued that it triggered a feeling of crisis amacertainty. A crucial question seems
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therefore why this situation was perceived as sisrather than as an opportunity to strive
forward and to establish a stable European monetaler?

First, the international political economy was atterised by drastic changes: the era was
marked by instability and uncertainty due to ristmgemployment, inflation rates and strong
currency fluctuations (Mitchell, 2007). It becamédent that the beginning of the second
stage of the WP was postponed when France droppenf the Snake for some time in 1974.
Second, the ideas of the WP, which constitutednapcomise of the two main positions of the
member states, were such that the establishmeatsopranational monetary authority was
closely linked to the success of economic coopamany fast progress in terms of monetary
cooperation alone was therefore not possible.

4.2. The Delors Plarand Price Stability

After years of heavy currency fluctuations, it wascided to dissolve the Snake at the
European Council in Copenhagen in 1968. It wagdéate a new arrangement, in which the
European Currency Unit would be used more extehsire 1979 the EMS was introduced to
narrow the exchange-rate margins and to avoid nilsictuations. Although no currency was
designated as an anchor, the D-Mark and the Geomainal bank soon became the heart of
the EMS due to its relative strength and the loflation policies. Although the EMS was
widely accepted as it had helped countries withhhigflation rates to better secure price
stability, the German leadership role brought alatisgatisfaction.

When the communist bloc started opening up it vaagely feared that Germany might
tighten its relations with the east and consequédatisen its relations with west. France and
the UK both strongly opposed a re-unified Germanlye close relationship of Francois
Mitterand and Hemut Kohl started deteriorating. {TEBMU was established in this context is
certainly no coincidence. Also Dyson (1994) argilned the step to monetary integration can
be regarded as a commitment and a guarantee famabgis ambitions for European

cooperation.

At the European Council meeting in Hanover in 1988 member states appointed a
committee, which consisted of high ranking offisialff the national central banks and some
experts, and was chaired by Jacques Delors, Presafiehe European Commission, with the
aim to draft a proposal (see also Figure 1). Jush@ WP, the Delors Plan (DP) outlined three
stages. Nonetheless, the proposed steps as wtieasverall institutional set-up of EMU
differed by far and wide. The first stage was toveghe completion of the internal market
and to increase convergence within the existingnéaork. Thus, the first stage merely
emphasised the existing conditions. The basic argand institutions were to be set up to
monitor, evaluate and strengthen coordination enxgcond stage. Finally, in the last stage it
was to lock the exchange rates and to introducdirogrules for budgetary policy.
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The economic ideas of the DP were largely baseMomnetarism, which favoured above all
the establishment of price stability. Even thouglwas stressed that both economic and
monetary union were seen as two integral parts dfingle whole, which should be
implemented in parallel, the DP placed monetarggrdtion at its centre and it was no longer
dependent on further progress of real economictev@mly coordination of fiscal policy was
seen as essential as this might endanger the stabdity of the Euroarea. These new ideas
were also reflected in the institutional set-up gagied. While monetary policy was to be
managed centrally by the European System of Cemask (ESCB), it was no longer
suggested to establish a common European econaitiiordy. Instead, the report specifies
that the fundamental goals of the ESCB were primaoi preserve price stability and only
secondary to support general economic policiegppitears that the ideas had changed in such
a way that monetary policy coordination could pesgrwithout being bound to the success of
economic policies.

Figure 1: Monetary Policy Discourses

Criteria Werner Report (1970) Delors Report (1989)

External Customs Union Single Market

environment | Bretton Woods - Crisis EMS - Crisis

Actors Monetary and financial expertg Central bankers and experts

involved representing the states

Causal Keynesianism Monetarism

Policy aim To contribute to stability, To create a zone of price stability
growth, employment

Problem Competitive distortions and Exchange rate volatility

definition structural/ regional disequilibria Uncertainty and transaction costs

Normative National interest perspective European diciency perspective

Institutional Monetary and economic Supranational monetary

set-up supranational authority institution but no economic

authority

5. Conclusion: From economic to monetary union

It is uncontested that the EU has increasingly egimfluence in public policy-making. In
fact, Hix (1999) argues that the EU sets over 80cpat of rules that govern the exchange of
goods, services, and capital in the member stateskets. However, particularly positive
integration, in which member states need to degjun common measures to intervene as
for example in the macroeconomic sphere, has gditikedattention. Under what conditions
do member states delegate major decision-makingetancies to supranational institutions?
By adopting an agenda-setting approach the maihajdhis paper was to better understand
the problem-solving capabilities of the EU. Based @ historical perspective, the paper
compared two attempts of monetary policy integraiio the EU: The Werner Plan (1970)
and the Delors Plan (1989). While the former faileel latter was pushed through.
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It was essential to integrate an analysis of tkeohical background conditions of both reform
proposals to better understand why they ended upe@&U agenda at the given time. Major
political events and power relations had cleariggered the move towards monetary
integration in both cases. Particularly changingtrens between Germany and the Eastern
bloc provided incentives for strengthening Europeanperation. However, also economic
reasons of uncertainties, instability and specutaticlearly encouraged changes in terms of
existing monetary relations.

It becomes evident that various factors facilitatezhetary integration in the 1990s. First, the
threat of a perceived German super power becamd mueater in 1990s when the Berlin

wall came down than two decades early when Bratattesl the reconciliation package.

However, also economic ideas played a major rolkilé\both the Werner and the Delors
Plan suggest the creation of a European monetdhpty, the stories told about this issue
differ to a large extent. The Werner report largelifected the ideas highlighted by Germany
and The Netherlands. They built on a Keynesianpeets/e, in which monetary integration

was dependent on economic policy convergence. Moneblicy was regarded as a tool that
should and can be used to influence overall maoro@uic events such as growth and
employment. Any fast progress in term of monetanlycy alone was therefore not possible in
the early 1970s.

Twenty years later, a monetarist consensus hadgehein which monetary policy was
regarded as first and foremost to control pricéibtg. The neoliberal consensus made the
delegation of decision-making competences to Ewmopgestitutions easier as monetarism
regards monetary policy mainly as a regulative gaork that can exogenously be steered by
the central bank. The monetary sphere is merelapped around” the real economic sphere.
Thus, the strong connotation of monetary polica@asnterventionist tool that is to be applied
dependent on economic developments was no longsept. Monetary policy had become
more technocratic and less politicised issue area.

Moreover, leading to the negotiation of Maastrithg member states had already cooperated
in the monetary sphere. The Snake and the EMS edldier a European problem-solving
perspective to emerge and to counteract concerssltirgy from a loss of national
sovereignty. It appears that soft forms of coorlamhave served as a step towards further
integration as they allowed for a European consetsdevelop (Figure 2).

Figure 2: Evolution of Monetary Cooperation

Ideas National autonomy European problem-solving
Coordination preserving perspective

. T1: Werner Plan A T2: Delors Plan
Hard coordination : :

“Snake and EMS (soff) |  EMS (hard)
v H

Soft coordination
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