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STABILITY AND GROWTH PACT - H ©EXZH MAZ

Mpétrel va dla@uAdgoupe To ZUNQWVO ZTaBepoTnTag. H Mepuavia dev
Oéxeral To Keipevo NG EmTpotrAg, aAAd n EmitpotA dev Kavel Tiow. lNa va
utrdp&el ATTogQacon ZupBouAiou, TTPETTEI va TTPONYNOBEi KEIMEVO TNG
Emrtpotm¢. OdnyoupaoTe og adiE§odo e1reldn ol Meppavoi padi ue Toug
"dAAoug, Toug ITaAoug kai To AougepBoupyo £xouv blocking minority kai
€101, TO Keipevo NG EmTpotrAg dev Ba yivel arodektd. ‘ETol To Béua dev Ba
£pBel 01O ZUNPBOUAIO Kopu®ng, YEYOVOG TTOU onuaivel (CUP@WVA UE TOV K.
Pdmravo) 611 1o ZUu@wvo Z1aBepdTNTAG KATAPPEEL.

H ItaAikn Mpoedpeia mporteivel TNV €€Rg peooBECIKN Auon: Na
utrdp&el Council Resolution Trou va atmrodéxeral akpIBwg TO KEIPUEVO TNG

Emtpotig yia To 6€pa Tng MNaAAiag kai Tng MNepuaviag, aAAd Xwpig VOUIKNA

Bdon , 6nAadn va pnv otnpietal ota dpbpa 104.7, 104.78 kai 104.9 g
2 UVORKNG.

Aev pag oup@épel n Auon auth dI6TI atraglwvel TO ZUPPWVO
2108epbTNTOAGC. ETriong, Ba utrdpéel auBaipeaia oTo HEAAOV, YEYOVOG TTOU
Oev CUUQEPEI JIa JIKPR Xwpa: T1.X. Oev pag apéaelig EAAAdaA, oou TreTape
éva Council Resolution.

Emiouvdrretal To onueiwpa Pdrmavou. O k. Patravog mrporeivel va
geAaoTikoTroINGEi TO KPITAPIO YIa TN Mepuavia kail Tn FaAAia pe 1o va
METAQEPOEI N XPOoVIA TTou TTPETTEI Va I0XUCEI O TTEPIOPIOHOG Tou 3% OTO
ENelgpa yvia To 2006 avri tou 2005. ‘Etol, n agloAdynon Ba yivel HeTA TIg
Fepuavikég ekAoyéG. Towg auTh va gival n KaAuTtepn B€an.

«Understanding the political and economic difficulties that both countries
phase and in view of the fact that both countries are in a process of serious

structural reforms we could accept the legal framework of the Commission and

invite Germany and France to reduce their deficit below 3 %, not in 2005 as the

Commission _recommends but _in_2006. This gives much more room for

maneuver to both countries and the credibility of the Stability and Growth Pact is
safeguarded. It seems that the French government could accept this proposal,
(but the Germans still insist that they cannot accept article 104.9 as the legal

base).»
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EXCESSIVE DEFICIT PROCEDURE FOR FRANCE AND GERMANY

In January 2003 the Ecofin Council, after a recommendation by the Commission, and
on the base of article 104.7 of the Treaty, decided that Germany had an excessive
deficit and invited the German government to take measures to correct the deficit so
that in 2004, this is below 3 per cent.

Also, the Ecofin of June 3" decided according to article 104.7 of the Treaty that there
was an excessive deficit in France and invited the French authorities to “put an end
to the present excessive deficit situation as rapidly as possible and by 2004 at the

latest”.

On the 8" of October the Commission made public a recommendation to the Council
that, according to article 104.8 of the Treaty that France had taken no effective action
to comply with the Ecofin decision. Following that on the 20" of October the
Commission adopted a recommendation to the Council according to article 104.9 of
the Treaty and proposes to the Council to make the following recommendations to
France to put an end to the present excessive deficit situation as rapidly as possible
and at the latest by 2005

In the meantime, and only two days ago the Commission made two
recommendations to the Council for Germany, quite similar to those for France,
since Germany also failed to comply with the Council’'s recommendation to reduce its
deficits below 3 % in 2004. The Commission’s recommendation invites Germany to
reduce its deficit below 3 % in 2005.

The German government reacted fiercely accusing the Commission and Mr. Eichel
said that they are not accepting the recommendations of the Commission since it is
on the base of article 104.8 the one and article 104.9 the other 104.9, because
according to the German view, these articles refer to countries that have failed to
comply with the Council recommendations, while in the case of France and Germany

the governments have complied with the Council decisions although only partially.




The French authorities agree of course with the German view, although they are
willing to accept article 104.9 as long as the Germans do the same. The German
government proposes that the Commission’s recommendation should be according
to article 104.7. However, the legal services of the Commission argue that this is not
possible and cannot go back to article 104.7 as if nothing happened with the deficits
of the previous years, and agree with the Commission’s proposal. Also the Council’s
legal services have said that the only way to change the legal base and make a
decision on the base of article 104.7 and not 104.9 is that the Commission makes
such a proposal. The Council cannot, therefore, make a decision without a

recommendation from the Commission.

It is clear that the Council will be in a very difficult position. The Council may take a
vote of course, according to the German view. The Commission will not accept this
and as a result there will be no decision and this will be a serious blow to the Stability
and Growth Pact. It seems presently that France and Germany will have the support

of Italy, and Luxemburg, and therefore there is a blocking minority.

So, in the Forthcoming Eurogroup the discussion may be focused mostly on legal
aspects and not so on substance. It is very likely that no decision will be made next
Monday and the credibility of the Stability and Growth Pact will be almost zero.

In view of this, the Greek delegation in the EFC made the following proposal.

Understanding the political and economic difficulties that both countries phase and in
view of the fact that both countries are in a process of serious structural reforms we
could accept the legal framework of the Commission and invite Germany and France
to reduce their deficit below 3 %, not in 2005 as the Commission recommends but in
2006. This gives much more room for maneuver to both countries and the credibility
of the Stability and Growth Pact is safeguarded. It seems that the French government
could accept this proposal, but the Germans still insist that they cannot accept article

104.9 as the legal base.




