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Alsta ok ARE All0dezo] F8E  AZ=AG A A 2 (excessive
deficit procedures)’©]t}. F = AR A= Ecofin ©|A}S] 7} o]® 3=
AN =g AFAATE B ANE 2 A=AZAAELAE o
FFozH sldaEo] 1A A5 A= F 3= Vles KT =
A= LR A (BEPGs) 2 ¢H 8%
Growth Pact)= &l =59 1A AFLF= A5t 3lolth A
Ae nAES EZS ‘no bail-out’ Z3o|th wArET]
o Waw o 54 A= AFAAE HHshr] flal oAe 3ol
U Fdd Y Aoy A8FAE Fota itk webA 3= o
B d79 A glo] AAAHR IFAY S SFUrA doed A=
AR A A ] A E EE = IA Frh

4
o o 7H=2 wjd EMU 3] =to] 3P| s e}
Ecofinoll A&} 2H% 87 8 (Stability Programme)S 53 o] Fojz| 1 )
oh17) JA L3 9k Ecofin o|AtE]E 3|A=ES ML S Fal 3
< 93 =8-S HAs = oo I Friet FF An

a
azla g 2 AAFEKSGP)M AL e A AR =
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s97se] AAF APl NP FEA5S AT A F, by 9
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s [e]

ool M= APAAY e Ak, sdTEe] o] & 5T A
g 4

17) EMU 395 9e] EU 9459 9=, 299, dekae 3317 E(Convergence
Programme)< Al &3tx Ut
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=gl vl AAFE A& FASES Selste Aotk L3 by
2R sl WUk AP es Qe ECBY 3 A 29
of A HxQ BV S Al A@S Algsta vk A5 50l 4
717V EEAY AAR] BBl FFAES Al SHiste] s
A 9, it AP A2} PR Sl wE AgAH 27 Y
o] A3H L ole EMisHE R Ags 2 Aot T3 HRFHA
Ao AEGA S S84 S FAQ e vAA dr 59
AREA SeE A FEIE ARAE AUAA o EsH HH A
&5 Ao st RIZFFEAE A2l ok o] itk whehbA
g B AR GNME AP eI BdE AL A HASI
Asf AF A 2 FEEA d=E AL e Aoln

of. otd o MEE2HSGP)

oy 2 A7 °KSGP: Stability and Growth Pact)2 EMU 3| ¥=E9
Hg Aol NG nESHE BEE 19973 69 Y2H=2% EU F4
slejoll ] AA" Fofolrhls) 1992 AZAH wAEZF| EZFA
EMU &79] 3
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Ao FAE 7R olofA B YY) FHEHE E0dE
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18) P % AJAHKSGP)o] Azt A Ecofin o|AkElE T 2709] TrAlIRME A= sklth
(D the Council Regulation on the strengthening of the surveillance of budgetary positions
and the coordination of economic policies, @ the Council Regulation on speeding up
and clarifying the implementation of the excessive deficit procedure. ©] A2 I U=
ra2 F71H08 AR APIAE £9T AS Ansta Uk
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om, volrl ARl AT ngSUR oojd & Sl Zlo
o} olH HRE f8] IR YHD Je AP A g =
I AP S FABA ZE wo tiRg FA7E D astA =l o]
1995 12¢¥ nl=gl= EU AA3 93 1996\ 6
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g 2 ALY
g S8 AT AP
=3} FAS AA G Ao
o IAFER slolF
s g 8HA € (stability programme) EU 393 =
=2 a3 9tk AR S g FA BN E TS0 AAG AR LA
S X8 Ealm ARA FEeA 2 ow o o )
(excessive-deficit procedure)’S Ed] Z7|7ARZ2Z FHla o|Fow i
seZo] AHALE Zolr] 98 wES ] erow WHZ Hy o
A Al (sanction) & 7}atar 9Tk
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Z27E 58200 AFE<hg 3bd] (automatic stabilizer)7} 73 7]08F7 ol A A
3] 25d F U=E dasta 3

EMU 127} 3= kg 3l Adgd ekl et P siA e & EU A3
A3 ¢}k Ecofin o]AkE] el mid A|Zsto] AT ot HF A G A=
7} 3 Y3ol 7149 oaEge AF L FREA So A AA
A2 g 7R %Hzﬂﬂoﬂ gt A% F714Q 55 246 A
‘—rLfﬂ]xq ol wieto]l @A Utk G, 299, dvk= 5 EMU 7FiskA] €

A= YTk o Zﬂokoﬂ utel wid EU H 391 93] 9k Ecofin ©]AF3] o

uﬁ}ﬁ]-ﬁj(convergence programme)> A&t Ut FHIA YA E
YA G 7 o] oibmEel o5 9% WekE st 9l

EU #3¢1¢3]¢} Ecofin OV\}Q d=mEol A= <t Xqﬁ]ﬂjﬂ;ﬂﬂf T
H3AG S Ade Z; 3|zl dngk dnbgA)7g A= X (BEPGs)# Bl
sto] rtetAl HW, AALE o)F FAAE IAVAEAFAAAS A=
HE AushA ok

N

th AEEdel o 3
EU {91 U3] ¢} Ecofin oAM= sleaEo] A& A g R +
Eﬂ;}ﬁlg o x474 m 74561 e ;(H@Z—];(]_ﬂ. J/}J‘o],r)r _\J&T&Q% ﬁ%i‘oﬂ

el A= F=A AR A 2K Excessive deficit procedure)’ & F3l AAE

20) AFFE7TS 1992 plAEZ S| EZRGA 9] EMU 3B@AlA AAg AAFHE 7]+
oA HEH Aoew TR~ @gg o HEAoZ Fojw Algo|t) nlAED
EZ:‘%WW% AAFA7IEeR O B/ DHAEIPIGEC] /A S JIEeR
e BUMVISES BRI 3N Y BT EUMESEY 1.5% =9
E 010}0101% e, @ AFAAE A4 GDPY 3%, AEEAE A4 GDPY 60%
oledof dta, @ A7IFElE H/MAE 7|Fe R 47{ 147 71 e 2ges
= 59l M Y=o Hit WEAT|FE Y 2.0% EJE oulofof dtu, @ WA
2 3&e FRAZAY A 29 B AmEslel o sdT B3l e e
ERMS] 3H&H5 38 oA OJHA*OJ Hrrdst glo] AR fAGE AL
AABEaL ot

10
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7VetAl €tk WA EU JaY3s= AP A7 GDPY 3% o]lde =z ¥
EetAY, HEald 7hsAol e Yoo tsA = Ecofin ©|AFS]E 8}
o5 ‘Z7]7 X (early warning system) ZX|"E 7}SI=S st T o]ite] A
A gzt SR ¥e® st ok 27| EEX|7F HSAH
Ecofin ©|AFS]&= 3T Sd=roll dla] ot (recommendation)S A A|3}A|
Hoh

Z71BBZX7F Aellflaole BTt T 3|d=ol o+ 2 A
okl A AA Bt Ue AP AR Adghdolv HREFEA A d3]shd
Ecofin o] Abs] = Aok Al104cxo] 113l whet Al 22 E 7hst
A Bk AR =l AP AL Rt AY e 7ol o
EU 3938l Frdagdzet Al104cx 38 wet ald s|d=9] A%
Al A Mol gk RuME FHoH Hot JAHLs] = =3 A
10dcx 6%l wet o] HuME FHlshaA e 9= H4d GDP A
el 2% olstelAY HZd FAT AVAAE AJ=AE FA s
HEANY A2 ol e FAZE fleAE el "ok g9
319 A A3 a7 =l A= AF AR EAgTin AdE
Ecofin ©]A}3)ol] Ao} AuetS A|=3}e] Ecofin ©|AS & slod & 3]
oo et AA ARES AHI} =S )22 Ecofin ©oALE & L3I
HaME HES o|F dedzo] #&gt AFAAE ot vt A=A
e sldarol 104cx 73l met ks AAsHAl dh ol gk At
A& sl 3d=o] AHAQ A& FHste Al7I@/HLoll)et gk A
BAAE AT T de Adke FAZCR A ok ERAEY =

|

21) ©]&= GDP AgEe] 2% olsle|W de|Fdod ANZRE WA, GDP 3AE|
2~-0.75%°]" Ecofin ©|Atg] Al AA AF-E AAsL7] wf ot

22) &, JAAL I} AT Y5 ARG FEsA] ok #ed wiell= Ecofin ©]
Agle] AN A3 YAS FHET Ecofin ©|AF3] ¢} o] =-AE Ax HEA)
PAAE2} oS A3)eA "ok
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217} ol = A=Al thek Ecofin ©|ALS]Y] HF A2 s dd=o] &
MNA 2 EG o] E 310 ZATEA o] FolxiTh,

gkeF 310l Ecofin ©|AKE]e] Higks oldst= o AdjetA =
Ecofin ©JA8]= 104cx 118 uwagl Fo]z}be] X|(non-interest bearing
deposit) & XE3H3F A Al (sanction)E 7IelAl At} o]# e A= A= A
A EA7E Gl 1070E oftell 7teiAAl Aot &, =A% A
AR = 3ol AAE 104cx 73 sl dacko|uh 104cx 93 ofe]
A7 el AAZ A8 e woll= ZutE FAH A A2

gl =roll tigt AlAl= WA F-o] Ao X|(non-interest-bearing deposit)E &
3 o] Folxlth. FolAdA g Y U= 44 GDPY 0.2%$+ GDPY
3%E g3 AFAA 23RS 1/10e FS Fdolt). Folxtd x5
md gehEdS GDPY 0.5%=E ofH, AT =g 4FAA7L T
A 39l GDPE 7o & gt 2ido] A oo 3= AAG
Zol JNAHA Gevhd Folatd X F2 WA H(fine) o2 HgE o] =5
A Hck

23) 28v JBYL3) 9} Ecofin ©|A}3]E ad sldo] o o] FEd AR AR} EA
A goH, AEHATE AS ST b7 Fd=e] AN AEHow A=
StAl Hrh wheF =] o] oA P FAAYTty AdtEH A=A
Adats SA AREA =W, AA7F gl ARE 378 olde] A A7 ThA] ZtEl
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olth olgg ZElelst 2= 2001d 9¥€ 1Y

o] HH AL olF BS Agyu e A AARA ArESESS
71 918 dhAgtol Ak

Ze2fuh ECBO] A7IF-oel g o8- m=e] AWEH| o] ALS|(FRB) Y

JHedy T o} AWT TSPl v AFHA AHAE EAh

ECBE= 2001 & 4xte9] Fejletits @asiletl 24 ol A7|F%

flal 2001 Bt 77 11k o} 7S] FellekE ©AE vl A

uu)
rlo

=
W£H] o] A} 8] (FRB: Federal Reserve Board)$} < Jo] A=Al 2pA 9t

T HEE o|EHE 3-1 #%).29
o|¢} o] ECB7} AEt TUd2qH= D A7IFds At weldstl
FEAQ H=E 1Fshe A ECBY S3g A9 A9 Bx7p Brieh
Q]

A
Z(price stability)’o|2k= HloA 1 o] & ZolE 4= 2t} =, ECBY

Qlah), 119 84(0.50% EJE <la}.
25) v AEele 20029 11 % 71EFEE 0.5% ZJE Qekdt 1t glek



=

o AXNZBA

155

)
gl

32 EMU 3

B

21

Sk

1

°
o

_CH

=
=

T E/RMLR o

Ay
L

9 =

G
¢+
gy

o
o}
3
of

o

%)

o},

Al

15 %

(29 :

R

[e)

BAAL T =

12/5(2.75%)

Aol sitke=

I

o
-

9/17(3.75%)

11/8(3.25%)

o =M olg 3

N

s

8/30(4.25%)
N

s

5/10(4.50%)

i

°
i

00 oooa

[e)
L

EBRCE:

B
(19 3-D
)\

1=}

N

75_|

A 2%
0000 o0ooo

00 0o0oad

3

g g Hee

i

gl
6.20
5.20
4.20
3.20
2.20

A}&: ECB; Bank of England; FRB.

ARJAANAA F21%

TC &

i I




A3 EMUS] AANZAAE D 988 33

;F_

7b 2EQletE frEskid e FolET dEeeold o] zhEsta 3l
Q7] wEolth 2ol EFAH|AEIASHICPs) = §LHE] B34
A EHAQ 2% oldE A& A3lEhe T o] AEFH el HFel &
Adta Sl Agoltt H2o E7MEeE dux|e AEFE 73S 7]
AA T L A7} HE AL 2002 3t AEs =glow o
3 ByPdsENE o ol Stk Zlojth ga H f23) $go]
ZAE Hola glo] QIFe ol ¢l tha ¢stEr]E sl o, ©rlA
o2 &7k 7t & AR el JEFs e Aolr] wEe] Q1
gold 8L o3| EAlstn e Aolth

olZ 3l A=Y olAd Y& o= ECBe E3F A LgoMe F 7o

26) 2002 118 7€ 7HH¥E ECB Aol M e rEwelE A2 AA st
olel i 108 FAolAtEled M= 2002'd ] o] o] ABUIEske frEst E&9
AZE AEHold s dsteta dla, dEEAle 7 ey ey sl
A gEem Zgsta sle 5 & 890 #FE oF1 Sdof BElE d FESE F
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FAo
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(£ 3-1) EMU9] F&vAHE71#]14(HICP) 2 M3 571
(91 %)

F: M3G3714 olBHT F718).
A}E: ECB, Monthly Bulletin, Zt%.
o] ECBT- 12€ 5% HAoxsloA 77 5dE Hal 7Iead
0.50% XQIE Qlstetr|= At oleldt gellstz 7Ead
2.75% 2 337 AAFEFEo R s itk ECBY FEldls)
25 =/ olgte AAE FASRRETE A7 FSel
= &4013}{— A GABHARE o} &dshr]= ol & Aotk
2003 1= oldo] ECBY AWtz HAZXAQ 2.0% ©|5t=
& o]

e
tlo ofm rir

gu_m
©

TomMr B 4o
=

=

|
T
e 7P Atk Al AlEwdd otdds

7 ggod ool gyl e8]y 1ESt FEFEY e B
st a1 LIESE
ot Wk ECBE dFo® A7|RFS 93] Erletgelals FA=x
2 A e E &S AoR Holth w3 ECBY oyl FeloldEZn

\l 0-|>:4 l“—04
(L
N
=

2l =5
0.50% XQJIE=Z giZAQl FelddstsE @aidlr] wjZel, 2003
T fF2A99 A7 ESAE AgEn sidgte FHEQ =8l
tah] dE Aoz AYge

],

o
rr
)



(=

36 EMU 39=E9 AAZAAR N SJdstz Hr}

2. 3= T AL I

7L 2A=E9 HERE ¥

Ot

(¢}

1999 1€ EMU %3} T2l by 3 i ool &4ds] age &
A wRE EMU e85 AFAAE 2071 e =gt 3
d=E9 H=3 AFARE dshr] A3 o B gAE g Teew
s EMU Sld=159] it AR vinEeRfs| Exote] AAH 1992

(¢}

(E 3-2) EMU 3] 9352 AAZAF 3=0](1992~983)
(&<: %, GDP thH))

A FHE S
1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 == o =0

Q2 Egol| 20 | 42 | 50 | 52 | -3.8 | -1.9 | 24 0.1
7] o 79 | <73 | 50 | 44 | 37| 20 | 08 1.2
dlul= 221 29 | 24 | 23 | <10 | 04 1.1 0.6
Ad= 56 | <73 | 57| 37| 32| <15 | 13 12
A 42 | 60 | 55 | -55 | 41 | -3.0 | -27 0.3
=d 25 | 31| 24 | 33| 34 | 27 | 22 0.1
ag A | -126 | -13.6 | 99 | -102 | 74 | -40 | 24 1.7
ofdal= | 39 | 27 | 20 | 22| 02 | 12 2.3 0.9
olggo} | -10.7 | -103 | 93 | -76 | -7.1 | 2.7 | -2.8 13
EAR23 | 07 2.1 2.9 2.3 2.0 34 3.4 0.5
ydae | 44 | 36 | 42 | 42 | -1.8 | -1.1 | -08 0.6
Z2F2 | 29 | 60 | 59 | 46 | 40 | 27 | 23 0.1
gy )] 40 | 67 | 61 | 66 | 49 | 32 | 26 0.2
4=l 78 | -119 | -108 | 7.7 | 3.1 | -16 | 2.1 1.7
EE 64 | 79 | 67 | -58 | -44 | 22 | 04 1.0
EMU 51| 58 | 51 | =50 | 43 | 26 | 22 0.5
EU 54 | 64 | 56 | 53 | 43 | 25 | -17 0.6

% 1) OECD 3%
AH&: OECD(2001).

27) 4 9 3] AEV1% 2 1998 79 19RE o] AlRE G
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GDP9] 5.1%°lA 1998 d0l= 2.2% 2 Z4E0on, 1999 o] Fo| = 3]
=59 AR = Ido] ABAA= 200097 = FE] =0
EUTHE 32 F=x).

ey 2001 AFE] Al d AAIAR] A7IESeE 3 fEAGE
71E3ke AA HHA AR ARE oA GiEL e FA0]
39 2S5 % (Burostat)o] i3 3|LxE2 Zﬂ?ﬁﬂx}ﬁ%‘mﬂ u:}
2299 2001 9% AFFA7F GDP UlM] -1.3%E 7|E
+0.2%°14 F 1.5% ZERJE st AFAAF S e 7ﬂ£1
BFSTHE 3-3 Fx). ol2ld A AA e 2001 5FE Al 7
stoll el Jd=So] Aaaiz APAE g T ﬂfﬂ%ﬂ%ﬂ
gl o 7]t E3 =d, Zeka o|ggjol, =2
WA= di=d &b =7Hs
ot} EMU®| FrofahA] ¢da gl

2 9 APEZAE 7158 o2 Ve

=92 2001 GDP thH] 2.7%2 AFAAE 71=2ste] by = AR
oko| A o] Al 3.0%° AL ZAstT AUt} o]y d AR AR Sz
g At 29dlle T2F243 I/ EU JIYLI 2RE AFHA 27
BEZANA 2 A A= ok B so] 542 H2 BU1Es)
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L
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oflt
2

2 Afdgd T AREAN AEL STtk e FAOIARE AlYS =
A3 Aasta JE FAola, E3F 2002 oJF9] HUgk 4 ddd
ek Hu]87kA] ek wf 2002 d = AF A2 7 E7F GDP HiH] 3%
£ 33 Ao AEH Utk ofd HPH US| = nfrE S| ELF
104c2 338ol] W2 By S et Agtoltl weh] =AAGR7) A A
A& Fo|AY Al Qs Fevhd AG A A= GDP thH] 2.8%
olgtz EolE7le oElE oW, =3I o F I XA BT

28) European Commission(2002c), p. 34.
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0,
(2ol W £ %)
2001
2000 -56,290
1999 23,940 27
1998 -30,610 +1.2 -20,600
-42,530 -1.6 -18,800 -14
AR FA] 22 -21,900 -1.3 17,614
GDP Uy -34,789 -1.6 -6,263 1.4
= A ZA 2.7 119,417 0.5 2,755
GDP tj] 30,198 1.8 1775 bi
ZRHA A5 2.8 2,434 15 +408
t GDP_tii¥] -2,328 -2.2 +153 +0.2
olgg]o E _?x]] 23 -1,402 +0.1 +93
H 6 6 0.1
! P O -1,900 0. 97 +
z2%7 (i]l?@ AN I 71,969 0.8 229
il 83 1.7 113 0.0
GDP 2,5 -2,
2714 A A -24 -6,044 -03 +1,994
GDP EHH] -13,492 -1.1 +4,699 +1.7
e A7 A -2.6 +2,075 +4.5 +1,096
| GDP_thH] +1,783 +2.3 +1,186 +5.0
/\“—iﬂ Q Zﬂ;g f,‘—-x] +2.3 +693 +5.8 +903
= GDP thH] +536 +3.8 +8,655 +0.2
MRS A A SR +3.2 +1,608 +2.2 +128
=3 | op ohH] 22,705 +0.4 -2,988 +0.1
A2 AR A 0.8 4315 -1.5 +6,571
= | Gop o 4514 2.2 9,178 +4.9
SRz, WA A 2.4 +2,306 +7.0 -86,295
o]— GDP L_HH] +1,494 +1.9 +15,872 -1.3
©xER) NFQQFXH 13 o441 02 1340
H 88 .13 32.7 +2.5
DP o 1278 +
==t GXH@—/':X] 22 +38.2 +2.5 +102.0
o GDP_tjjH] +13.1 +3.1 +77.2 +4.7
2249 A A A +1.1 4298 +3.7 +8,803
GDP_tH] +36.5 +1.5 +39,086 +0.9
Rl =S AN 5A] +1.9 +10,333 +4.1 -56,556
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Executive Summary

The Recent Monetary and Fiscal Policies in
Eurozone Countries

Young-Gon Park

Although the European economy returned to growth in the first half of
2002 led by increasing exports, the upward trend in economic growth is still
fragile. Improving exports led the upturn in the first quarter, benefited from
strengthening global activity, while domestic demand picked up modestly in
the second quarter. However, the global outlook has recently weakened and
become more uncertain, which already appears to be dampening European
exports.

Faced with slowing economic growth, most European countries enacted
significant income and corporate tax cuts and increased government expenses.
Nonetheless, there was the widespread deterioration in the fiscal positions of
European countries especially Germany, France, Italy, and Portugal in spite
of the European Central Bank's efforts in boosting the economies through
the reduction of interest rate. The budget deficit of these large countries
close to the 3.0%, which is the ceiling allowed under "the Stability and
Growth Pact." Particularly, Portugal's budget deficit ballooned to 4.1% of
GDP, making it the first country to exceed the 3.0% ceiling since the EMU

came into being in January 1999.



Relevant authorities in EU, including the European Commission, Ecofin
Council and European Central Bank, have been increasingly calling for
greater needs of fiscal stabilization in Germany, France, Italy, and Portugal.
In September 2002, Finance Ministers of European Countries reaffirmed their
commitment to the Stability and Growth Pact at a meeting in Copenhagen,
ruling out any relaxation or revision of the pact. There have been
widespread calls for a more flexible approach as the Euro recovery has
faltered recently. But the weakened public revenues of most countries have
severely limited their capability to respond by easing fiscal policy. Insisting
that the pact, which sets the fiscal policy rules for the euro area, is
imperfect, critics have emphasized the need for more intelligent and flexible
measures.

The ECB endured substantial criticism stemming from its caution in
relaxing monetary policy during the downturn period. It lowered interest
rates by 150 basis points in 2001, with the first cut not occurring until
May. The ECB then did not move again until August, despite the sharp
slowdown in the region’ s economic growth and the weakening in global
economic outlook. The ECB’ s response was in contrast to the active
approach adopted by the U.S. Federal Reserve and, to a lesser extent, the
Bank of England. The Fed cut interest rates by 475 basis points in 11
moves during 2001, lowering its federal funds rate to a 40-year low of
1.75%. However, the ECB was constrained by its concern over Eurozone
inflation pressures. Officials have stressed that the central bank‘s mandate is
to maintain price stability, and that it is not directly responsible for the
growth and/or employment in Euro area. Furthermore, the external pressure

for interest rate cuts coming from a number of sources, particularly



European politicians may have actually hardened the ECB’ s resolve to
maintain its policy stance in order to highlight its independence, particularly
since it has only controlled Eurozone monetary policy since January 1, 1999.

The recent Euro economic slowdown has been caused not only by the
uncertain global outlook but also the lack of economic policy coordination
between the ECB and member countries, and the countries' loose fiscal
policies. These problems would be resolved if the economy recovered from
the end of 2002. Nonetheless, considering the recent loss of momentum in
the Euro's recovery, coupled with the uncertain global outlook, these

problems are unlikely to be easily resolved.
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