
these "Guidelines" is out of balance, for it is a) based upon achieving
stability at the expense of growth and b) focused mainly upon supply-
side measures. It neglects the fact that rdorms to increase the potential
for growth must be complcmented by measures to stimulate effective
demand.

Thercfore the Advisory Council for Economic and Social Affairs ree-
ommends a re-focusing of the "Broad Economic Policy Guidelines"
and improved co-ordination of the various areas of maeroeeonomie
poliey; it also encourages all deeision-makers (governments, ECB, so-
cial partners) to work together to fulfil their responsibilities towards
the growth and employment targets set out in Lisbon.

Thc Stability and Growth Pact

In the context of the current debate over the Stability and Growth
Pact, the Advisory Council calls for a significant reform of the Pact that
gives equal attention to both growth and stability with the following
goals:

• Every member state must consider itself duty bound by the com-
mon economic policy goals of the EU, for public finances of indi-
vidual states can influence the stability of the entire currency union
and the general confidenee in the common currency.

• Fundamental to this is the preservation of fiscal sustainability,
measured espeeially in terms of the total burden of debt, whieh
should be monitored at EU level.

• Moreover, publie finanees of individual member states should be
better co-ordinated in view of eommon goals sueh as growth, full
employment, fairness of ineome distribution and eyclieal stability.

• At the same time, national budgets should be able to reaet appro-
priatcly to a variety of situations, and at least be in a position to
fulfil their responsibilities with regard to demand and employ-
ment. Generally speaking, budgets that are balaneed over the
course of the eeonomie eyeIe contribute to the flexibility that al-
lows national fiseal poliey the neeessary room to manoeuvre.

With these goals in mind, the Advisory Couneil proposes the follow-
ing eritical actions for reforming the Stability and Growth Pact:

• A stronger emphasis on the long-term sustainability of debt in the
proeess of monitoring new publie deficits.

• The present undifferentiated view of budgets should be replaeed
by assessments that take more into aecount the struetural and qual-
itative aspeets of publie finances, so that revenue and expenditure
are foeused towards growth and employment.
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