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Introduction

Fausto de Quadros

Professor emeritus at the University of Lisbon School of Law
Jean Monnet Chair ad personam in European Constitutional Law
Coordinator, with Professor Dusan Sidjanski, of this Jean Monnet Project
on the Future of Europe

1. How this Jean Monnet Project was born

At its Summit in December 2012 the European Council asked
the European institutions and the Member States to discuss how the
European Union, including the Eurozone, should be deepened in order
to overcome the economic and financial crisis which affected the Union,
and to present their proposals on that subject. Therefore at the 2013
Jean Monnet Conference the President of the European Commission,
José Barroso, asked Professor Dusan Sidjanski and myself to collect
the opinions of the Jean Monnet Professors on the main issue of the
2013 Jean Monnet Conference, that is, “How we might recover from the
economic and social crisis through European integration deepening”.

Therefore some weeks later we sent the Jean Monnet Professors
an inquiry on the subject. The Directorate-General for Education
and Culture of the European Commission provided us the list of the
Jean Monnet Professors. In the inquiry we set out the following two
questions:

1. What is the best institutional framework for the Eurozone, in order
for it to function in the most efficient, transparent and democratic
manner?

2. Blueprint for a Political (federal) Union beginning with the
Eurozone.
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Fausto de Quadros

The inquiry collected responses from about eighty Jean Monnet
Professors, who expressed quite different conceptions on European
integration and its future but shared the common idea that European
integration must be pursued and deepened. The great difference in the
responses reveals, however, that these issues deserve urgent clarification
and debate within the EU space since, as expressed in some of those
responses, both EU and Member States must learn from the lessons of
the crisis. I presented the content of the responses in summary form at
the 2014 Jean Monnet Conference held in Brussels (see http://ec.europa.
eu/education/events/2014/20140110-jean-monnet-conference_en.htm).

Following this, Professor Sidjanski and I, on behalf of the
Universities of Geneva and Lisbon and with support of the Rectors of
both Universities, applied for a Jean Monnet Project on the Future of
Europe in order to discuss the proposals included in the responses and
to publish them. Joining us in this Project were Professors Maria José
Rangel de Mesquita and Paula Vaz Freire, respectively Professors in
European Law and Economic Law at the University of Lisbon School of
Law, and Professor Frangois Saint-Ouen, Senior Lecturer at the Global
Studies Institute of the University of Geneva. The Project organised
two Colloquia, one in Geneva, in May 2016, and another in Lisbon, in
March 2017. The two questions of the inquiry were widely debated at
both events, on the basis of those proposals. At the same time, some
of the respondents updated their responses. As we proposed within the
framework of this Project, we are now publishing all the responses in
paper and digital versions, in order to promote a wide debate on the
future of European integration.

This Jean Monnet Project was engaged in analysing, from a
scientific and academic perspective, the strengths and weaknesses of
the European integration process, and contributing to new perspectives
on how to strengthen the political, economic and social dimension
of the European Union. In this domain, public debate is often based
on poor and distorted information, misconceptions and ideological
bias. The context of the crisis affected all European Union Member
States but, in particular, Eurozone members, such as Greece, Portugal,
Ireland, Italy and Spain. Public opinion in these countries recognises
the European Union as a “safe harbour” in difficult situations, when
its aid can be requested, but, simultaneously, demonstrates negative
reactions as national constraints are regarded as European impositions.
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This imbalance seen between the advantages and the commitments of
the European project is often the result of a lack of knowledge, which
needs to be combatted and countered with up-to-date dissemination of
clear and objective information.

The dissemination of the results of this Project through this book is
very timely. In fact, at the beginning of 2017 the European Commission
presented a White Paper on the Future of Europe which proposed a
debate on some scenarios for development of the Union. Later, in
last September, in his speech to the European Parliament on the State
of the Union, the President of the Commission presented some very
bold proposals, including at the institutional level, to strengthen the
Eurozone and deepen the Political Union. In disclosing the results of
our Project we hope to contribute to this debate at such an important
time for reflection on the future of the Union.

At this time when the Project is reaching its conclusion, I would
like to say what a great joy it has been to co-coordinate this Project with
Professor Sidjanski. He is one of the founding fathers of the former
European Communities, and European integration owes a great deal
to his knowledge and thinking. I would also like to thank Professors
Maria José Mesquita, Paula Vaz Freire and Frangois Saint-Ouen for
their excellent participation in the Project, which was very important
in order to achieve its end. I would like as well to acknowledge the
contribution of Professor Ana Soares Pinto, Professor in European Law
at the University of Lisbon School of Law, to the publication task that
has revealed to be sometimes difficult regarding the gathering of all the
answers to be published in this book.

But, above all, I would like to express my recognition of the several
dozens of Jean Monnet Professors who responded to our inquiry. With
their excellent responses they make very important contributions, in
this book, to the reflection on the future of Europe.

At the wish of the respondents, the form they have given to their
texts and the university titles and academic situations they have indicated
have been respected.

Now [ would like to express my personal opinion on the two
questions of our inquiry.
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2. The Reform of the Eurozone

First it must be said that the issue is the reform of the Euro, and
not its abolition. I am in agreement with all those who responded to
our inquiry and who consider that the continued existence of the Euro
must not be questioned. The Euro appeared in order to bring an end to
the constant and unpredictable variations in the exchange rates of the
national currencies, particularly of the weaker currencies. Financial and
economic relations between the States, companies and citizens in the
Eurozone benefited greatly from the confidence which the Euro brought
them.

The reform of the Eurozone, in order for it to function in the most
efficient, transparent and democratic manner, requires action in the
following areas:

— Completing the Economic Union. On this issue, we anxiously await
the measures to be announced by the Commission in December of this
year. However, it is possible to predict that those measures will include
substantial expansion of the Internal Market and the revision, albeit in
stages, of the Common Agricultural Policy.

— Deepening the Monetary Union. This deepening must take place by
means of the following actions: a specific own budget for the Eurozone;
completion of the Banking Union; progressive convergence on matters
such as harmonisation of taxes and charges and the creation of a minimum
wage; creation of a European rate for financial transactions; an increase
in the powers of the ECB in order to bring it closer to being a truly federal
bank by means, namely, of affording it effective powers to supervise
and coordinate the monetary policies of the Member States; creation
of a European Monetary Fund, based on the current European Stability
Mechanism, deliberating by qualified majority, which, for some, should
occupy, either in whole or in part, the current position of the ECB and
the European Commission in negotiating financing programmes for
States, particularly in emergency situations; creation of a Minister for
Finance and Economy, who coordinates the financial instruments of
the European Union, especially when a Member State enters a crisis.
This Minister should be elected by the European Parliament and should
combine this role with that of President of the Eurogroup. He or she
should be Vice-President of the Commission, with a status similar to
that currently held by the High Representative for Foreign Affairs and
Security Policy.
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— Maintaining Monetary Union as enhanced cooperation. Contrary to
that which has sometimes been argued of late, the aim should not be to
require all the Member States of the European Union to be members
of the Eurozone. This would be an artificial solution, since not all the
Member States meet the requirements to adopt the Euro, or wish to adopt
it, for political or economic reasons, this being the case of Sweden and
some of the Eastern European States. The Eurozone must continue to
be enhanced cooperation, as the Treaties now set out. In turn, there must
not be different speeds within the Eurozone. Monetary Union requires
internal cohesion, structural coherence and a convergence effort, and
all of this will be affected if there are two or more speeds within it.
This does not prevent less strict or more flexible solutions from being
adopted, for certain more sensitive matters, which allow the States,
predominantly in situations of major emergency, to find a solution to
their difficulties, without leaving the Eurozone.

— Giving EMU a strong social component. EMU should contribute to
strengthening social cohesion or, at least, to not widening the gap in the
social structure in EMU which was a consequence of the recent crisis.
In order to do this, structural reforms are needed which will reduce
unemployment and increase flexibility in labour markets. In addition, as
has been proposed, a European Unemployment Insurance Fund should
be set up, which is not more than 1% of the Eurozone’s GDP.

— Strengthening solidarity within the Eurozone. This means that States
can count on each other to overcome their difficulties, particularly in
crisis situations, but for this to work, it will also be necessary for States
that receive aid to comply with the rules by which they are bound. In
other words, solidarity has to be reciprocal. Each State must understand
that solidarity implies reciprocal rights and duties.

— Making the right institutional reforms to strengthen democratic
legitimacy at the heart of the Eurozone. This is achieved, above all, by
enhancing the powers of the European Parliament in this area and by
promoting the active participation of the ECB in the legislative process.

3. The Deepening of Political Union

Regarding the second question on our inquiry, the Blueprint for a
Political (federal) Union, in order for the Eurozone to be more efficient,
political integration will need to be deepened.
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At this stage of the integration within the EU there are six reasons
for political deepening.

The first reason is very simple. The economic and financial crisis
shook the enthusiasm of many sectors of public opinion with regard
to the Union. Proof of this can be seen in the growth of trends and
movements against the European project. Most of these movements,
which are situated at the far left or far right of the political spectrum of
the Member States, are, in a more or less disguised form, reviving the
former nationalist and isolationist sentiments that were so harmful to
Europe in the last century. Those movements do not hide the fact that
their aim is to bring an end to the common European project, even if
they propose no alternative for the future of Europe. Nationalism and
isolationism will only be defeated by strengthened integration. Hence,
deepening of political integration will give a new boost to European
integration. But this has to be properly explained to public opinion
and European citizens must be called on to take part in broad-ranging
discussions on the meaning and extent of this deepening.

The second reason is that it is necessary to quickly put economic
integration and political integration at the same level, in order to provide
economic integration with the means it needs to survive and go on.
The recent crisis in the Eurozone shows that EMU does not have the
political background it needs to support the monetary union already
achieved. For example, despite recent progress in this area, as stated
above, the ECB still does not have enough supervisory powers to act as
a truly federal bank in the Eurozone and, as such, to control the national
financial and budgetary policies.

The third reason is the need to extend integration to new subjects.
This is one of the meanings we speak of when calling for “more
integration” for the EU. The Member States cannot complain that there
is too much intergovernmentalism in the EU and at the same time be
against extending the EU’s competence to new subjects that are still
included, total or partially, within the national competences. It is true
that the Union itself could have more competence in some areas, such
as defence and security, energy, tax harmonisation, migration and
refugees, and globalisation. But for this to happen the Member States
need to change the treaties. And we must remember that only the States
have competence to reform the treaties. This extension of the EU’s
competence must be accompanied by improvement of the principle of
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subsidiarity. For example, it will be necessary for national Parliaments
to be more effective in how they use their powers of control over the
application of the principle of subsidiarity, as the Treaties allow it.
However, it is not sufficient for Member States to invoke subsidiarity;
they must know how to use it; they must show they have the capacity to
exercise the competences granted to them via subsidiarity.

The fourth reason is that the EU must be more autonomous regarding
other blocs and other locations at a global level. And also in this way it
must deepen its defence and security and also its energy policies. It was
because of the dependence of many Member States on Russian energy
companies that the EU failed to condemn Russia for the occupation
of Crimea, which was clearly a violation of International Law. NATO
is very important in ensuring the defence of Europe but the more than
likely loss of investment from the USA in NATO, due to Trump, must
push the EU to provide its own defence.

The fifth reason is that at this stage no one Member State is
indispensable to the European project. Of course all reasonable efforts
must be made to avoid exits or particular options regarding the Union,
but in the case of an exit, the Union must be aware of the sufficiency of
the Project at this stage and must adapt to the new circumstances. The
way must be to go further with the remaining members and not cause
harm to the acquis communautaire. And it must be made clear that
no State which leaves the Union, however important it might be, can
maintain a political or economic status in relation to the Union which
is more favourable than that of the States which wish to continue as its
members.

Finally, the sixth reason is to deepen European citizenship. This
includes deeper respect for the Charter on Fundamental Rights, above
all social rights, broader access of the citizen to the ECJ to complain
about violations of EU Law, and the accession of the EU to the ECHR
under the terms stipulated in Protocol no. 8 to the Lisbon Treaty, which
means in particular, without prejudice to the Union’s own characteristics
and to the integrity and coherence of European Union Law.

One important point to stress is that we must not be afraid to use the
words ‘federal’ or ‘federalism’, provided we know in advance what we
are speaking of. In Comparative Constitutional Law we can find many
different applications of federalism and of the federal method. For
example, the United States, Germany and Switzerland are all federal
States but are very different to each other. As I see it, the political model

XVII



Fausto de Quadros

that should inspire the European Union, and which must know how to
adapt to its specific characteristics, is Germany’s model of decentralised
federalism, in the form of cooperative federalism, provided that it is
heavily based on the principle of subsidiarity.

All this means that, of the scenarios proposed by President Juncker
for the future of the Union, I favour the one which leads to consolidation
of what is already the acquis communautaire and to the advance, albeit
progressive and controlled, of economic and political integration.

In addition to all the care which has been mentioned above, this
advance must respect two basic conditions. The first is preservation of
Europe’s cultural heritage, which is imposed by the Preamble to the
Treaties. This heritage includes, first and foremost, the principles of
primacy of the Human Person, of freedom, of democracy, of the Rule
of Law, and supremacy of the Law.

The second condition lies in the inviolability of the values which
are today contained in Article 2 of the TEU. These values are part of
the essential core of the Union's constitutional identity. Both the Union
and the States failed the first two tests following the inclusion of those
values in the written provisions of the Treaties (see my contribution to
the Jean Monnet Conference of November 2015, Supremacy of values
in the European Union. The tests of the financial crisis and refugees,
http://jeanmonnet.ning.com/). The Union failed when, on the pretext
that some of the States had not fulfil their financial obligations as part
of EMU, it imposed on them measures which were disproportionate
for the social rights, particularly of the most disadvantaged. The
Member States failed when many of them demonstrated a deep lack
of sensitivity to the plight of the refugees from the Middle East and
North Africa, forgetting that those values, by express provision of the
Treaties (Article 3(5) of the TEU), also bind the Member States with
regard to their external relations. Greater loyalty of the Union to its
values constitutes an essential condition for bringing European citizens
closer to the Union and its institutions. It is from this point of view that
we must say that it is not enough for us to want more Europe, we must
also want a better Europe. This is what we must mean when we speak
of re-founding Europe or when we propose a “New European Order”
(see my intervention at the Jean Monnet Conference of November
2013 The political implications of European economic integration —
towards a political Union, in European Commission (ed.), The political
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implications of European economic integration — towards a political
Union, Brussels, 2014).

Regarding the Union’s institutions, I have already mentioned above
some of the main reforms which deepening of the Union requires.
What remains to be said is that all the proposals which seek to make
the Commission more efficient and to make its decision-making power
more transparent deserve our support. On the other hand, [ am against
any merger of the Presidencies of the Council and of the Commission.
In 1957 a very well-thought-out balance was achieved between three
legitimacies: the legitimacy of the States, in the Council, the legitimacy
of the peoples, in the European Parliament, and the legitimacy of the
general interest of the Union, in the Commission. To now mix up the
Council and the Commission, even if only regarding their presidencies,
would be to subvert the purity of that system. They must continue to be
separate, despite being complementary in the Union’s decision-making
process.

In conclusion, the deepening of the integration must strengthen
the union and solidarity between the European States and consolidate
economic, social and territorial cohesion between the peoples, bringing
the institutions closer to the citizens and thereby strengthening the
democratic legitimacy of the supranational power in the Union. Only in
this way will the Political Union be a stable, strong and cohesive Union.
And only in this way will the EU progress in order to continue to make
an important contribution to peace and progress, firstly, within itself,
and afterwards, in the world, and fully perform its role as a important
global player.

Lisbon, October 2017
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Dusan Sidjanski

Professeur émérite de [’Université de Genéve
Centre de Compétences Dusan Sidjanski en Etudes Européennes
Coordinateur, avec le Professeur Fausto de Quadros, de ce Projet
Jean Monnet sur [’avenir de |’Europe

1. Présentation:

1. Mes relations avec les Chaires Jean Monnet

Ces relations datent de la Présidence de la Commission par Jacques
Delors. A plusieurs reprises, j’ai eu des invitations a participer et a
intervenir aux Conférences Globales Jean Monnet ainsi qu’a diverses
réunions, colloques et conférences de I’ECSA Europe et de ’ECSA
monde, en présence du Président de la Commission. Par la suite,
en ma qualit¢ de Conseiller spécial du Président de la Commission,
José Manuel Barroso (2004-2014), j’ai pris une part active lors des
nombreuses réunions des Chaires Jean Monnet. A titre d’exemple, ces
interventions ont porté sur : « Le Traité modificatif et ’avenir de ’'UE »
(Bruxelles, 2007), « A Europe of achievements in a changing world »
(Bruxelles, 2008), « The role of Education and Training in the New
European Economy » (Madrid, 2010), « The European Union after
the Treaty of Lisbon » (Bruxelles, 2010), « The Eastern Partnership
and the Europe 2020 Strategy: Achievements and Future » (Bruxelles,
2010), « European Economic Governance in an International Context »
(Bruxelles, 2011), « Sustainable Growth in the European Union — The
Role of Education and Training » (Bruxelles, 2012), « The Political
implications of European Economic Integration — Towards a Political
Union » (Bruxelles, 2013).
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2. Les activités du Centre de compétences Dusan Sidjanski en études
européennes

En octobre 2016, I’Université de Genéve a créé le « Centre de
compétences Dusan Sidjanski en études européennes » (CCDSEE) au
sein de I’Institut d’études globales (Global Studies Institute). Placé sous
le Haut Patronage du Recteur de I’ Université, le Centre vise a développer
la recherche européenne, ainsi qu’a participer a I’enseignement au
niveau de la Maitrise en études européennes du Global Studies Institute.
Le Centre octroie des subsides a des doctorants et post-doctorants de
I’Universit¢ de Geneve de méme qu’a des chercheurs qualifiés. 1l a
la mission entre autres d’organiser des séries de grandes conférences
européennes, d’inviter des enseignants de renom, des personnalités
politiques et des hauts responsables de 1’Union européenne. En outre,
il a la faculté de confier des mandats a des chercheurs de haut niveau.
Dans cette perspective, il développe des réseaux et pratique des
échanges avec les institutions suisses, européennes et internationales
qui se consacrent aux études européennes. L’ objectif principal du Centre
consiste dans la promotion et le développement de la recherche de
pointe et de I’enseignement des études européennes, plus spécialement
consacrés aux domaines suivants : I’Union européenne, 1’Europe face a
la globalisation, les intégrations régionales, le fédéralisme, la vocation
fédérale de 1’Union européenne, ainsi que les relations de 1’Union
avec la Suisse. En substance, le Centre a pour mission principale de
proposer des solutions face aux défis auxquels est confrontée 1’UE.
Cette démarche s’inspire de 1’esprit et de 1’approche des expériences
du fédéralisme, tels que présentés dans les études et les publications de
Karl W. Deutsch et dans la pensée fédéraliste de Denis de Rougemont.

C’est a ce titre que le Centre organise des colloques, dont le
premier a porté sur « Union de valeurs? La mise en ceuvre des valeurs
et principes fondateurs de l'Union européenne ». L’ensemble des
contributions sera publi¢ dans un volume a paraitre prochainement
sous la direction de Dusan Sidjanski, Constantin Stephanou et Frangois
Saint-Ouen. En outre, le Centre organise des conférences et invite des
personnalités du monde académique et politique. Ainsi a-t-il eu pour
conférenciers Sandro Gozi, Secrétaire d’Etat aux affaires européennes
du gouvernement Italien; Dimitris Avramopoulos, Commissaire
européen pour la migration, les affaires intérieures et la citoyennetg;
Viviane Reding, députée européenne et ancienne Vice-Présidente de la
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Commission européenne; Jean-Marc Ayrault, ancien Premier ministre et
ancien Ministre des affaires étrangeres frangais. Tous les conférenciers
ont animé en parallele des réunions et des débats a huis clos, en présence
des enseignants et doctorants, ainsi que d’autres participants des milieux
intéressés. Quant a Jean-Marc Ayrault, il a inauguré son enseignement
au Centre de compétences qu’il reprendra au printemps 2018. Au cours
de I’année académique 2016-2017, le Professeur Constantin Stephanou
a été invité au Centre ou il a assumé la direction d’un séminaire sur la
gouvernance économique mondiale et sur la gouvernance de I’Union, et
a participé a la préparation du premier colloque du Centre.

I1. La crise globale : que faire ?

1. La Zone euro et au-dela

L’Union européenne vit une crise existentielle multiforme. A
quelques nuances pres et a des degrés différents, il existe un consensus
sur les menaces et les principaux défis auxquels I’Union est confrontée.
En revanche, pas d’accord concernant les réponses face a ces menaces et
défis. Quelques exemples, en commencant par la Zone euro : la question
de la réforme de la Zone euro, de la sortie définitive de la crise et de
1’austérité qui a laissé des traces profondes dans les sociétés des Etats
membres de 1’euro. Notamment, 1’austérité imposée par I’Allemagne a
donné lieu a une guerre psychologique entre les médias grecs et allemands.

La question de la paupérisation et des inégalités accrues, le chomage
¢levé et la dette publique ont déstabilisé les liens de solidarité et porté
atteinte a la démocratie, pas seulement en Gréce, mais principalement
dans les pays du Sud de la Zone euro. La question s’impose, a savoir :
comment les Etats-Unis ont-ils pu dépasser rapidement la crise qu’ils
ont provoquée, alors que la Zone euro en particulier peine a retrouver le
niveau d’avant crise ? Merkel et Hollande étaient d’accord que 1’échec
de I’euro sonnerait la fin de 1’Union.

2. Les menaces intérieures

La résurgence du national-populisme, des eurosceptiques et des
anti-européens est souvent accompagnée de mouvements extrémistes
de gauche et de droite. L’austérité a fait le lit des dérives autoritaires
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en Europe centrale: Pologne, Hongrie, République Tcheque. Cette
vague touche également 1’ Autriche, I’ Allemagne, les Pays-Bas, voire
la France ou le Front National jette depuis longtemps une ombre
sur 1I’Union. L’Histoire réémerge a la suite de 1’éclatement de la
Yougoslavie et du renforcement des clivages a I’intérieur de 1’Union
entre le Nord et le Sud, de méme qu’entre les Etats qui respectent les
valeurs et les principes démocratiques et ceux a la dérive de proche
mémoire. Le Brexit confirme cette tendance qui se double des poussées
indépendantistes en Catalogne comme en Ecosse.

L’ Union apparait sans boussole dans le tourbillon de la globalisation,
face aux flux migratoires qui alimentent le renfermement et le refus
d’accepter les migrants qui passent par les pays d’Europe centrale
et le groupe de Visegrad. Pendant longtemps, 1’afflux des migrants
en Italie était considéré comme un probleme de la responsabilité de
I’Italie, la Gréce bénéficiant de I’aide de 1’Union. Mais le manque
de politique européenne d’asile et d’immigration fait le bonheur des
partis d’extréme droite. Les 450 millions d’Européens sont réticents a
héberger des réfugiés et migrants alors méme que leur démographie est
en chute. En méme temps, se dresse la menace du terrorisme islamiste
et s’aggrave 1’ambiance d’insécurité alors que la chute de Ragqga ne
semble pas annoncer la fin des attaques. L’Union est confrontée a une
guerre idéologique, religieuse et sécuritaire.

Parall¢lement, les défis s’accumulent sous la forme du crime
organis¢, de la menace des GAFA qui occupent une position dominante
dans le monde sans respect des regles du jeu, tandis que le numérique et
les problémes de cyber-sécurité envahissent I’Europe et le monde. Enfin,
le désengagement international de I’Amérique de Trump, les conflits
régionaux au Proche-Orient et la menace nucléaire de la Corée du Nord
créent une atmosphere de peur rentrée et suscitent la tendance du retour
aux FEtats-Nations. A ces menaces s’ajoutent des défis concernant le
climat, 1’énergie et la concurrence déloyale qui contribuent a créer un
climat de désordre international.

3. Crise globale

Tous ces exemples de menaces pointent en direction de 1’absence
ou de I’insuffisance des pouvoirs régaliens au sein de 1’Union, ainsi que
de I’absence d’une vision globale, vision d’autant plus nécessaire que
ces crises, menaces et défis connaissent une croissante interdépendance
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et interaction entre elles. En s’attaquant a un probléme, on crée des
remous dans d’autres secteurs. D’ou une crise globale. En revanche,
les crises avant « la grande crise » de 2008, a 1’exception de celles de
la CED et de la CPE, se caractérisaient par leur aspect sectoriel. Il en
va ainsi de « la chaise vide », qui concerne 1’agriculture en liaison avec
le vote a la majorité qualifiée. Contrairement a 1’idée que I’Europe sort
renforcée de ces tourbillons, je constate un affaiblissement de ’esprit et
de la volonté communautaires. Dans la crise actuelle, face aux menaces
et aux défis, la méthode Jean Monnet d’intégration sectorielle qui devait
conduire pas a pas a I’Union politique, est arrivée a sa limite. D’ou le
dilemme : saut politique ou déclin de I’Union ?

En reprenant les différents exemples de convergences de crises, de
changementd’environnementpolitique commede climatetd’innovations
numériques, la seule réponse valable est celle proposée par le Président
Emmanuel Macron d’une « Europe de la souveraineté ». Cette Europe
exige une action immédiate, accompagnée d’une refondation générale a
moyen ou long terme. La démarche qui ressort de plusieurs propositions
est le recours a « la coopération renforcée » visant a constituer un noyau
doté de pouvoirs régaliens. Un exemple : la survie a long terme de I’euro
dépend de la création d’une autorité politique. Or I’euro est le produit
du « fédéralisme a I’envers » (Brugmans).

4. I’Union a urgent besoin d’un noyau politique

La future Union politique est la clé¢ de la réussite de 1’Union
monétaire. C’est ’affirmation de la Bundesbank en 1992'. Suit son
projet de « noyau dur » de Lamers et Schaiible de 1994 prévoyant un
gouvernement et un législatif. Tout en préférant le terme de « noyau
fédérateur », je n’ai de cesse de rappeler le leitmotiv : I’histoire ne connait
pas de monnaie unique sans pouvoir souverain. Or, I’euro s’inscrit dans
I’engrenage économique dénué de cadre politique. L’étude de nombreux
cas par I’équipe de Karl W. Deutsch conclut que les fédérations réussies
se sont formées sous I’impulsion d’un noyau fédérateur.?

L’enterrement du « projet Schaiible », puis le rejet de 1a Constitution
européenne par référendum en France et en Hollande marquent le début

' Monthly Report of the Deutsche Bundesbank, February 1992.
2 K.W. Deutsch et al., Political Community and North Atlantic Area, Princeton
University Press, 1957.
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de graves crises : la crise financiére importée des Etats-Unis en 2008,
muée en crise économique, sociale, voire politique, déstabilisant les
solidarités sociétales. En témoignent les dérives autoritaires en Hongrie
et en Pologne.

De surcroit, les menaces s’accumulent : effets de [’austérité,
poussées des nationalismes, vagues populistes, voire extrémistes et
anti-européennes, sans oublier les peurs devant I’afflux de « masse »
des migrants, des terroristes islamistes, et des guerres dans le voisinage.
Autant d’épées de Damocles qui pesent sur I’Union. En parallele, la
globalisation jointe a la montée des superpuissances telles la Chine et
I’Inde, et la destabilisation de I’ordre mondial par le Président Trump et
le Brexit suscitent des craintes qui appellent un sursaut de 1’Union. Des
voix, dont celle de Macron, demandent la refondation de 1’UE, alors
que la rencontre de Merkel avec le gouvernement polonais confirme la
volonté de ce dernier de récupérer des pouvoirs transférés a 1’Union.

Il est temps d’admettre que I’'UE a un urgent besoin d’un noyau
dynamique fédérateur doté de pouvoirs régaliens, afin de redonner I’élan
vital en entrainant dans son sillage d’autres membres qui en expriment
la volonté. A ce titre, le traité de Lisbonne a prévu « la coopération
renforcée » qui permet la création d’un noyau d’avant-garde capable de
riposter au faisceau de menaces et d’assurer la survie de I’euro.

Intégré dans 1I’Union, ce noyau utiliserait les mémes structures
réduites a la dimension de ses membres : un Conseil européen, un
Conseil des Ministres et surtout un Exécutif et la BCE, le Parlement
européen des 19 et une Chambre spécialisée de la Cour de justice.
Le noyau disposerait des pouvoirs régaliens et ses décisions seraient
prises selon la méthode communautaire a la majorité qualifiée dans les
domaines monétaire et économique, mais aussi concernant les relations
extérieures, la sécurité et la défense, les projections armées a I’extérieur
ou concernant encore les flux migratoires. Cet Acte décisif assurerait la
survie de I’euro, la définition des stratégies communes et 1’attribution
de moyens grace a un budget propre. Les détails restent a peaufiner
mais 1’essentiel est de resserrer la collaboration dans une structure
démocratique intégrée au sein de 1’Union.

Ainsi la dynamique insufflée par ce noyau fédérateur redonnerait
I’impulsion a I’ensemble des 27 en intensifiant leur unité¢ dans la
diversité selon une vision fédérale. Cette initiative incombe a la
France et I’Allemagne, en commun avec I’Italie et d’autres Etats de
la Zone euro qui ont le courage de s’engager pour inspirer 1’espoir et
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la confiance a tous les 27 membres de 1I’Union. Il est temps de porter
remede a la maladie infantile de I’Union qui depuis 1’échec de la CED
n’a pu se doter d’un projet politique alors qu’a présent le politique a
pris la place du tout économique. C’est au prix de cette relance que
I’Union européenne retrouvera son role de phare de la démocratie dans
notre monde globalement destabilisé. Il y va, j’en suis convaincu, de la
survie de notre civilisation. La création de ce noyau au sein de la Zone
euro est la priorité urgente face au délitement de I’Union européenne.
L’appel du Président de la République Emmanuel Macron en faveur
d’une « Europe de la souveraineté » s’inscrit dans les faits.

Dans cette perspective, nous proposons de procéder en deux phases :
une action immeédiate engagée par un noyau fédérateur au coeur de la
Zone euro susceptible de redonner de 1’espoir et de 1’élan a I’Union
européenne; une démarche visant la refondation de 1’Union a moyen
terme. Ces deux initiatives ont pour but de créer une « Europe de la
souveraineté ».

De surcroit, face a la vague d’innovations technologiques et du
numérique, 1’Union a plus que jamais besoin d’un « Haut Conseil
¢thique ». Les valeurs et les principes démocratiques, les droits humains,
la solidarité sont appelés a retrouver leur place essentielle dans toutes
les activités de I’Union européenne. Au terme d’une période de divorce
entre valeurs fondatrices et activités économiques de 1’Union, il est
temps de réunifier ces deux éléments complémentaires qui forment
’originalité de I’identité européenne.

Le noyau politique sera doté d’une vision globale, des compétences
régaliennes et des moyens requis non seulement pour la relance
¢conomique mais aussi en matiere des relations extérieures, de défense
et de sécurité, notamment dans la lutte contre le terrorisme, contre GAFA
et la fraude fiscale. Ce noyau dynamique en entrainant les 27 ranimera
I’espoir d’une Europe unie et solidaire dans un monde déstabilisé en proie
a des forces national-populistes et extrémistes. La crise, I’accroissement
des inégalités et la paupérisation font le lit de régimes autoritaires tant
en Europe que dans le monde. Il est urgent que I’Europe, bastion de la
démocratie et des droits humains, retrouve son élan vital et s’affirme dans
le dialogue des cultures. Le moment est arrivé du choix entre déclin ou
épanouissement de la civilisation européenne.

Genéve, octobre 2017
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A true European Constitution to recover from
the economic and social crisis through political
integration deepening

Adriana Ciancio®

1. Introduction

The process of political integration in Europe is nowadays one of the
most important point of view for analyzing the current, new relationship
between international and constitutional law. The aim of transforming
the EU from an originally purely economic Community into a full-blown
political Union, consolidating the path started with Maastricht Treaty
and the introduction of the European citizenship, has brought many
‘constitutional’ components into the original international structure of
the EU. The most significant step is probably represented — as it is well
known — by the European Charter of Fundamental Rights, that could
be considered the ‘core’ of the current constitutional framework of the
EU, especially after the Treaty of Lisbon came into force giving the
Charter the same efficacy as the Treaty itself. Moreover, Rule 2 of the
same Treaty, which declares that the Union is based on some common
principles (among others: democracy, human dignity, rule of law,
equality, protection of human rights, pluralism, justice and solidarity),
demonstrates that the European Union is increasingly looking at itself

* Full Professor of Constitutional Law at the Department of Law, Catania University
(Italy); Visiting Professor at the “Italian and European Law School” of Warsaw University
(Poland); Academic Coordinator of the Project “New strategies for democratic development
and political integration in Europe”, co-funded by the EU Commission within the Jean
Monnet Action for the year 2013-14, under the Lifelong learning program- Key-activity 1
“Information and Research”.
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as a Union of shared values rather than just a simple single market as it
initially did.

However, this process has not yet been completed due to the
Europeans’ trouble in understanding, and hence living in full, their
own status as European citizens, alongside the traditional citizenships
of their respective countries of origin. Moreover, there is widespread
scepticism towards the process of political integration as seen by
European citizens, that led in May 2014 to the most anti-European
Parliament ever elected in history since 1979, due in part to the anti-
European propaganda often pursued at the national level by political
elites, at times also with the support of the media. Indeed, it is easy
for Governments to offload to third parties (and in particular the EU)
responsibility for the economic and financial restructuring measures,
adopted to contain public debt, that, even though not always sufficient,
are nonetheless oppressive for citizens. This comes in addition to the
recent increase in mutual distrust between citizens of countries that
are still economically stable and those running large budget deficits,
along with complaints from citizens of both (although for opposite
reasons) towards “technocratic” decisions taken in Brussels. Here goes
a summary of the well-known background debate: the deep-seated
differences between the current socio-economic conditions of southern
and northern European countries operate in addition to the complex
relationship between Eurozone members and other Member States.
Whilst some of the former have benefited from bailout mechanisms
adopted in the face of initial prohibition, some of the latter have never
intended to participate (including first and foremost the UK, which now
calls for a repatriation of sovereignty after a referendum on the topic),
whilst others are still in a growth phase (such as Poland, in the financial
slipstream of Germany, although with a peculiar, recent alignment with
Moscow) and consider the prospect of joining the single currency with
some degree of apprehension, due to the serious economic and financial
suffering of some countries that have already joined.

2. Issues of representation

Moreover, the above-mentioned ‘euroscepticism’is probably a result
of the notorious, persistent ‘democratic deficit’ of the European Union,
that seems has not yet been resolved, in spite of the strenghtening of the
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role of the Parliament after the entry into force of the Treaty of Lisbon
and the new rules on the functioning of the Union. Certainly, major
progress has been made on this issue compared to the previous Treaties,
fundamentally as a result of the expansion of the legislative power of
the Parliament and its new role as an actual co-legislator. So democracy
seems to be respected, at least from a “formal” point of view, as it has
long been argued by those who find the “essence” of democracy in
the fact that at the very heart of the political decision-making process
the constitutional setting provides bodies whose members are directly
elected by the citizens through their votes and thus are representative
of the people.

But this same notion of political representation and the concept
of representativeness, when transposed to the European level, show
some symptoms of tension, due to certain issues which have yet to be
resolved.

The first concerns the failure to consolidate a structured and stable
system of genuinely European political parties, thereby definitively
removing election campaigns—and moreradically the entire management
of European elections — from national political parties, to which they
are entrusted to date. In spite of recent considerable progress in this
direction with rules about the status and financing of European political
parties, European politics still lacks its own ‘natural interface’ between
voters and institutions. This function should be provided by European
parties, conveying the political will of the electorate into decision-
making bodies according to a particular view of the general interests of
the Union. Conversely MEPs are still nominated for European election
by national parties, notwithstanding the fact that the Treaty of Lisbon has
changed their mandate, making them direct representatives of the Union
citizens (Article 10.2 and 14.2 TEU) instead of “representatives of the
peoples of the States brought together in the Community”, as previously
laid down by the Treaty establishing the European Community (Article
189.1 TCE). This peculiarity slows down the process of political
integration in Europe as, in the run-up to the European elections, the
different political visions and interests concerning Europe itself, its role
in the global context, its policies, its future, etc. are not sufficiently
presented to the electorate. Rather, election campaigns are played first
and foremost in the national political arenas, leaving electors in the
dark about what actual Union policies would result from their votes.
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The fact that until today European citizens still vote for the European
Parliament through national parties instead of real European parties
represents a sharp contradiction in the nature itself of the Parliament
as a truly European body and an equal co-legislator in the European
Union’s institutional set-up.

There have been only weak positive signs to enhance the creation
of a European political party system, dating to 2014 before the
parliamentary elections in the form of candidatures for the office of
Commission President proposed jointly by national political parties with
political affinities, as a sign of shared transnational policies. Actually,
it acted as a reinforcement of the political role of the Parliament in its
relationship both with the Council — due to the fact that the Treaty of
Lisbon gave the European Parliament the right to elect the Commission
President, instead of merely giving its consent to the Council’s choice
— and furthermore with the Commission itself, in line with a more
parliamentarian type of governance of the EU. However, despite all
efforts, the leading candidates were unknown to the majority of Union
citizens and for many voters even the affiliation of the national parties
to the European families was unclear or even unknown.

The second (closely linked to the first) major unresolved issue
relating to the essence of the representative relationship concerns
the persistent lack of a uniform electoral system for the European
Parliament, despite long— standing exhortations from the European
institutions. Whilst these admonishments have subsequently been
expressed legally (finally Rule 223, par.1 TFUE), their implementation
has not yet progressed beyond the formulation of certain highly general
and commonly shared principles incorporated in single acts of national
legislation. No comprehensive agreement on a truly uniform electoral
procedure has yet been achieved and only some convergence of electoral
systems has taken place gradually among Member States, as a result of
the adoption of secondary legislation. The only reform of the Electoral
Act, dating back to 2002, requires Member States to abolish the dual
mandate for MEPs and to conduct elections on the basis of proportional
representation using either a list system or a single transferable vote
system. It means that up until now the political distribution of seats
in the European Parliament is not determined by one true European
election, but rather by 28 national elections.
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The outcome of the above-described system of European elections
is that, even if the democratic legitimacy of the Parliament, and more
widely, democracy itself, is “formally” respected at European level, it
probably lacks effectiveness. Indeed, elections are the main instrument
of democratic participation, but the current functioning of European
elections points out to an unbridgeable gap between the electorate
and the European Parliament, exacerbated by the fact that Union
citizens are still unable to fully take part in European political debates.
Actually the common perception is that in the EU there is still too much
technocracy, too much bureaucracy, too much lobbying and too little
politics, as clearly shown also during the last Greek crisis in July 2015,
when the Parliament seemed to have “disappeared” from the scene and
left at the corner in the complex management of the crisis while other
institutions played the role of main characters, firstly among them the
European Central Bank, although with no political legitimacy and low
accountability.

To win back European citizens’ trust towards the Union, it is
necessary to place politics at the core of the decision-making process
in Europe, through the Parliament itself, which, being the only directly-
elected political body, must necessarily be granted public-policy-
decision powers. However, such evolution cannot take place unless the
Parliament becomes “substantially” representative of the political will
of European voters, through a major strengthening of the European
dimension of European elections. From this perspective, there are
big hopes for the Proposal for amending the Act of 1976 concerning
the election of the MEPs approved by the European Parliament
last November, 11", 2015 and currently awaiting the Council’s final
approval, aiming to enhance the common European character of the
European elections.

Nevertheless, up until now European elections are still governed for
the most part by national laws, electoral campaigning remains national
and European political parties are still too weak — being only the
“projection” outside the institution of political groups existing inside the
Parliament by the reunion of MEPs sharing only some generic political
affinities — to fulfill their constitutional mandate and “contribute to
forming European political awareness and to expressing the will of
citizens of the Union”, as required by Article 10.4 TEU. But European
democracy’s effectiveness requires unitary lists of candidates, grouped
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on the basis of shared European political programs elaborated by actual
European political parties, presented to all European voters. Moreover,
MEPs should be elected on the basis of a uniform electoral procedure
in the whole Union across transnational constituencies.

However, this is unlikely to happen considering the overall allocation
of seats within any given constituency, particularly since the EU
expansion to 28 Member States. More realistically, a first, ‘experimental’
stage could be hypothesized involving such a distribution only of seats
allocated within the smaller Eurozone. This would then operate, within
a federal process open to gradual expansion, as a precursor to the
creation of the United States of Europe, in a similar manner (apart from
the different history and political background) to the formation of the
United States of America, which grew from the original 13 signatories
of the Declaration of Independence to the current 50 States.

3. Towards a Political Union

Therefore, EU scholars should focus on constructing a first draft
of a federal system which uses the Eurozone as a model of governance
for the entire Union, and assumes specific decision-making powers
in relation to economic policy and taxation which would also help
recovering from the economic and social crisis, which has hit Europe
since 2009 and is itself a weakness of the current institutional EU
framework arising from the Treaty of Lisbon. This ongoing crisis
clearly demonstrates that the single market is unsustainable only by
means of a single monetary policy. Furthermore 19 different economic
and fiscal policies have shown how ineffective the EU is in coordinating
them, as the Greek ‘case’ has revealed. Anyway, it is a known fact that
European integration has always thrived on crisis situations, as it was
the case of the original Treaty of Rome, drafted against the backdrop
of Europe’s serious recession following the Second World War. Similar
dynamics operated in the wake of the fall of the Berlin Wall and the
end of tensions between East and West with the conclusion of the
Maastricht Treaty. So it seems appropriate that the goal of political
integration would find renewed vigor at the present time, with an
increasingly urgent need to complete the monetary and banking union
with a real fiscal, economic and political union which would also give
citizens the vision of a new Europe based on democracy and solidarity
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among people instead of competition among States. This would also
address the main international problems that single Member States are
no longer able to deal with, not least of which illicit immigration and
international terrorism. Consequently, the EU should proceed towards a
real political union aimed also at a single foreign, security and defense
policy to stabilize its territories and cope with current geopolitical
threats and challenges.

4. The Parliament’s role in the future United States of Europe

A crucial stage in the process of constructing a genuinely federal
European order, operating as a unitary player with non-Member
States, involves enhancing the decision-making role of the European
Parliament (after making it “substantially” representative) along
with ensuring stronger dialogue with national Parliaments. This
would result in numerous positive effects. First, it would reduce the
traditional inter-governmental method (which has intensified both in
fact and legally, also due to the institutionalization of Eurosummits),
in favor of inter-parliamentary procedures whose decisions (such as
wage restraints, reductions in social services and/or tax rises) would be
more appealing to voters, as opposed to decisions made by institutions
with weak democratic legitimation. Moreover, this would enable
“common (democratic) constitutional traditions” to be respected,
placing representative Assemblies at the heart of political processes.
In addition, in those systems in which the upper House of Parliament
is geographically representative, the participation of local government
within the European decision-making process would be reinvigorated,
therefore satisfying the strong demands for autonomy now made by the
regions of some member States.

A connected problem is establishing a second Chamber of the
EU Parliament along the usual lines of federal systems. It would be
necessary to organize representation between direct legitimation (the
USA Senate model) or indirectly, with a Chamber of delegates from
national Parliaments. In any case, it should guarantee representation
of single Member States’ interests beyond the general interests of the
whole Union, that would continue to be carried forward by the present
Assembly, acting as a lower chamber. A second issue, strictly related
to the first one, concerns the representation of the Eurozone’s interests
within the wider context of the Union.
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5. Institutional dialogue and relationships between the European
Court of Justice and national Constitutional Courts

The need to deepen the dialogue between European institutions
and their national counterparts in constructing a real political union is
confirmed by recent developments in the relation between the Court of
Justice and some national Constitutional Courts, following preliminary
references for interpretations requested by some Constitutional
Tribunals, among them also the German Bundesverfassungsgericht
(BVerfG, 2 BvR 2728/13 of 14 Jan 2014). The decision by the
Karlsruhe Court points to an initial ceding of ground by Germany on
the drastic measures to contain government deficit levels, which had
essentially been imposed by Germany on the other Member States at
the intergovernmental level. This may represent a further cession of
sovereignty to the Union, although subject to considerable reference —
by the German Court — to the democratic principle, which has always
been regarded by Germany as a limit on the cession of sovereignty,
and hence on the process of European integration. Indeed, the objection
to the European Central Bank’s initiatives concerning the financial
operation known as OMT may be viewed in this light. It is moreover
clear that the recent decision by the Court of Justice to accept almost all
the arguments of the ECB (ECJ, GR. S., Dec. 16-06-2015, Gauweiler
Urteil) makes sense as it enhances its position and scope for decision
making far beyond official institutional powers, thereby endorsing
prospects for a European political Union powered by the Eurozone with
a common economic and financial policy as its fuel.

More generally, preliminary references (to the EJC) by the national
Supreme Courts in any case represent a further — fundamental to
integration — step forwards in the predominance of European law over
national law, as is harmonizing national legislation, which can only
be guaranteed by the predominance of European law. However, the
achievements of Nice in the area of fundamental principles and rights
should not be rescinded, thereby staving off a return to an era in which
the protection of fundamental rights at the European level was assured
by Community case law within the limits of single market goals.

On the other hand, the effectiveness of shared values, fundamental
rights and common principles, achieved within national legal systems
through case law, may favor the consolidation of a sense of collective
identity, that acts as the premise for a ‘European people’, being more
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than the sum of the EU’s individual citizens and a social prerequisite
for the completion of the process of political integration, through to the
construction of the “United States of Europe”.

An important step in creating collective European awareness is also
offered by democratically controlling European choices and policies,
confirming on the one hand that the European Parliament should be at
the heart of the Union’s political decision making and dialogue between
state and supra-national institutions. On the other hand, it would stress
how important are communication and exchange of information, which
should be as widespread, transparent and complete as possible. This
would put major responsibilities on European and national institutions,
which would require them to open up and make their own decision-
making processes intelligible to voters, as well as on media and
journalists (and more generally on all providers of information services)
to promote a public debate that is genuinely pluralist in nature and
transnational in scope.

6. Conclusions

The opinions expressed in these few pages have focused on the
construction of a first draft of a federal system, using the Eurozone as a
model of governance for the entire Union, along with its assumption of
specific decision-making powers over economic policy and with fiscal
and borrowing capacity based on its own resources under effective
democratic control. The Parliament should be the cornerstone of this
legal framework, after having been made genuinely representative
of European peoples by means of a European party system and the
introduction of a uniform electoral procedure, at least within the
Eurozone and seats allocated to its members. In this way, the Parliament
would be able to enter into an effective dialogue with national
Parliaments, thereby establishing budgetary recovery measures tailored
to each individual Member State. Within general European economic
policy, voters (who are at the same time also consumers and end
users of social services) would be more likely to digest such policies.
This assumes that effective European governance of the economy is
achieved by rebalancing relations between the Parliament, Council and
Commission. Powers and accountability of the European Central Bank
should also be redefined for determining European economic policy
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through monetary and financial instruments, with which it currently
appears to be equipped in any case, perhaps going beyond its role under
current legislation.

Actually, there is a widespread notion that, because of the recent
distrust of EU citizens towards the process of political integration, the
entire Treaty of Lisbon should be reformed to build a new, stronger
European Political Union beginning from the Eurozone, by drafting a
new EU institutional framework with stronger democratic legitimacy
in all its institutions and procedures. Among others, also the European
Central Bank must be reformed, granting to it the powers of a true
Federal Bank, however strengthening its political legitimacy and
accountability and preserving its independence. The task seems hard,
but not impossible, as shown by some recent proposals of reform,
drafting a new appointing system for the ECB President, involving the
Parliament itself together with the Council, among them the so-called
“Protocol of Frankfurt” by Andrew Duff. Therefore, differing kinds of
integration should be accommodated by the expanding Eurozone with
the desire of some UE Member States of reducing their integration,
conversely without allowing them, for the future, a veto power over
decisions involving Eurozone Member States.

The significance of the European Court of Justice and its dialogue
with national Constitutional Courts should also be highlighted, to
encourage the circulation of values and principles whose ultimate goal is
to consolidate genuine common constitutional heritage as a prerequisite
for resuming the European constituent process.

Indeed, the development of a legal platform which is essentially
constitutional in nature seems indispensable.

The purpose of this new constitutional construct will involve vesting
common institutions with effective economic and financial powers
along with redefining reciprocal relations based on policies adopted at
the European level by the Parliament, as the only EU institution with
direct democratic legitimacy. This way, European citizens would be
pleased in terms of the democratic control and legitimacy of the EU
and its institutions and procedures, and furthermore it would ease the
Eurozone out of the crisis in which the Treaty of Lisbon seems to leave
the single member States.

Nothing else can win back the trust of European citizens towards the
Union. The alternative is spreading social perception of an irreversibly
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declining EU, which is fostering the rise of populisms, nationalisms and
xenophobia.

Actually, it’s time to answer a question which could be summarized
as “What kind of Europe do we want?”” as important as the other “How
much Europe do we need?”. A response to both these questions would
provide the “fundamental political decision” which is now indispensable
for strengthening European integration and achieve a political Union
based on a real Constitution instead of the current legal platform of the
international Treaty.
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Adaptations recentes et reformes en attente pour
I’avenir de la zone €uro

Alain Buzelay”

Introduction

Des succes de I’€uro aux difficultés de la zone €uro

L’avenement de I’€uro a définitivement mis fin aux variations
intempestives des taux de change au sein de la zone. Des variations
devenues plus déstabilisatrices que stabilisatrices compte tenu de
I’ouverture croissante des économies. Pour les Etats, les entreprises et
les ménages, les avantages de la monnaie unique sont réels et 1’€uro
constitue la seconde monnaie de réserve mondiale apres le dollar.

Depuis une dizaine d’années, de graves difficultés ont néanmoins
affaibli la zone €uro, c’est-a-dire les économies des Etats qui la
composent. Ces difficultés sont nées de 1’accroissement des divergences
nationales concernant le taux d’endettement public, le taux de croissance,
le taux de chomage, 1’inégalité des revenus...

“Professeur émérite a1’ Université de Lorraine. Membre du CereFiGE (Centre Européen
de Recherche en Economie Financiére et Gestion des Entreprises). Titulaire d’une chaire
Jean Monnet ad personam. Chargé d’enseignement au Centre Européen Universitaire de
Nancy, a I’Université Paris I Panthéon — Sorbonne et a I’ Institut Catholique de Paris (FAssE).
Expert international pour 1’évaluation des Universités (Qualitas — CEENQA, Diisseldorf).
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I — Des adaptations nécessaires pour réduire les divergences
A ¢ Une convergence monétaire sans un minimum de convergence économique

De¢s la fin des années 1960, les précurseurs d’une union monétaire
dans I’Europe d’alors affirment que sa dimension monétaire doit étre
étroitement liée a sa dimension économique. Notons qu’une différence
d’approche existait déja entre la position allemande, soutenue par
Karl Schiller, selon laquelle la convergence économique devait au
préalable induire la convergence monétaire, et la position francaise,
soutenue par Raymond Barre, prétendant 1’inverse. La construction
de la zone €uro, programmée par le Traité de Maastricht s’est voulue
conforme a la position frangaise. Mais la convergence monétaire n’a
pas entrainé le minimum de convergence économique attendu en vue
du bon fonctionnement de la zone et de sa stabilité. Sous I’effet de la
crise américaine, de la crise de I’endettement public et des politiques
d’austérité pour tenter d’y remédier, les divergences économiques se
sont accentuées entre les pays de la zone.

B ¢ Une action correctrice de la BCE aux effets peu durables

Dés I’année 2000, la BCE s’est montrée sensible aux difficultés
conjoncturelles de I’époque en baissant son taux directeur. Depuis la
crise, la Banque s’est peu a peu affranchie du cadre de son action —
exclusivement limité a I’objectif de stabilité des prix — en lui associant
indirectement, a la marge, un objectif de relance économique par une
augmentation progressive de ses financements au profit des Etats, des
entreprises et des ménages — baisses successives des taux directeurs,
taux négatifs pour pénaliser les excédents bancaires non prétés, préts
a long terme en faveur des banques finangant les entreprises, rachat
massif et régulier d’obligations souveraines, de créances publiques et
privées sur le marché boursier (Quantitative easing, ou «assouplissement
quantitatif>).

Mais I’action de la BCE a une portée limitée dans le temps. La baisse
considérable des taux d’intérét encourage les financements spéculatifs,
au détriment des financements productifs en faveur de I’investissement.
Et dans la conjoncture actuelle, 1’entrepreneur préfere se désendetter
plutot que d’augmenter ses emprunts, méme a faible taux, compte tenu
de ses faibles anticipations sur I’augmentation de ses ventes.
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Ajoutons que, la BCE n’étant pas autorisée a acheter des titres
lors de leur émission, elle ne peut se les procurer que sur le marché
boursier. Les liquidités qu’elle injecte profitent ainsi aux seules banques
et institutions financieres qui les détiennent sur ce marché et souhaitent
s’en défaire. Ces liquidités ne profitent donc pas directement aux autres
agents (entreprises et ménages), c’est-a-dire a I’économie dans son
ensemble. Précisons enfin que ces financements, quelle que soit leur
efficacité, seront progressivement réduits des 2017.

L’action correctrice mais limitée de la BCE explique que les
divergences économiques demeurent importantes entre les pays de la
zone €uro, en dépit d’une timide reprise en 2016. En témoigne, entre
autres, la disparité actuelle des taux de chomage : 3,9% en Allemagne,
9,6% en France, 10% au Portugal, 12% en Italie, 18% en Espagne, 23%
en Grece...

II — Des réformes en attente indispensables pour la stabilité de
la zone

A ¢ Une Banque centrale a part entiére pour une monnaie a part entiére

Sile parallélisme entre monnaie unique et politique monétaire unique
est respecté, celui entre monnaie a part enticre et banque a part entiere ne
I’est pas. Pour que cette logique soit rétablie, il faudrait qu’a I’exemple
des autres banques centrales (Etats-Unis, Angleterre), y compris de
celles qui, avant la zone €uro exergaient leur pleine souveraineté dans
chaque Etat membre, la BCE bénéficie d’un élargissement officiel
des objectifs lui étant assignés — avec, au coté de la stabilité des prix,
la lutte contre la récession, le soutien a la croissance et a I’emploi...
Ces objectifs ne sont pas opposés et leur poursuite conjointe n’est pas
contradictoire, sauf selon I’approche libérale orthodoxe impulsée par la
théorie quantitative de la monnaie — une approche étrangere a celle des
Péres de I’Europe.

A I’exemple des autres banques centrales, la BCE doit pouvoir jouer
le role de préteur en dernier ressort, en alimentant systématiquement
de sa «monnaie centrale» le marché interbancaire en cas de graves
tensions. Elle doit aussi pouvoir souscrire les titres directement aupres
des leurs émetteurs, sans passer par les banques et autres institutions
financieres présentes sur le marché boursier.
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L’institutionnalisation d’un lien étroit entre la Banque Centrale
Européenne et la Banque Européenne d’Investissement parait aussi
utile pour soutenir la croissance des Etats membres en manque de
financements internes. La BEI ne peut en effet financer plus de 50%
du montant des investissements sélectionnés au profit de ces Etats
membres.

L’Allemagne, jusqu’a ce jour, s’oppose a de telles réformes.
Mais la peur d’un nouveau Brexit, du terrorisme, de la montée des
migrations et d’une détérioration des équilibres politiques mondiaux
vont contraindre I’Union a relancer ses politiques de défense et de
sécurité. Dans cette perspective, la France a les atouts pour jouer un
role de premier plan et convaincre 1’ Allemagne a plus de solidarité, en
acceptant des réformes auxquelles elle n’aurait rien a perdre, en dépit
de ses références doctrinales faussement sécuritaires. Dans un espace
ou les relations économiques sont de plus en plus interdépendantes,
la reprise économique d’un autre Etat membre ne peut que lui étre
favorable.

B ¢ La mise en place impérative d’instruments de régulation

Il s’agit d’abord d’achever ['union bancaire en mutualisant a
I’échelle communautaire le systeme de ’assurance des dépots, puis en
concrétisant le systéme de soutien au «Fonds de résolution unique» pour
faire face au risque de propagation des crises bancaires et financieres.
Des crises qui peuvent de nouveau survenir sous |’effet de la dérégulation
pronée par I’actuelle Administration américaine, de I’augmentation de
’endettement aux Etats-Unis, en Chine..., et de la haute fréquence des
ordres de bourse sur la base d’algorithmes réagissant plus rapidement
que I’homme pour impulser 1’opération la plus rentable.

11 s’agit ensuite d’adopter un véritable budget fédéral pour I’Union,
disposant d’une masse critique en référence au PIB, alimenté par des
ressources venant complémenter les ressources actuelles (taxes sur les
transactions financieres, sur les émissions d’oxyde de carbone, sur le
diesel, sur le bénéfice des multinationales). Ce budget financierement
plus ample deviendrait un outil de stabilisation macroéconomique
contribuant  une meilleure convergence entre Etats de 1’Union et, par
voie de conséquence, de la zone que chacun est appelé a rejoindre a
terme, 4 1’exception du Danemark. Notons qu’aux Etats-Unis, 46 Etats
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ne pourraient couvrir leur déficit et poursuivre leur croissance sans le
budget fédéral. Refuser un tel budget, c’est se priver d’un outil essentiel
de régulation — en cas de chocs asymétriques notamment, alors que dans
un espace monétairement intégré, il n’est plus possible de recourir a la
variation des taux de change et d’intérét, d’ailleurs de moins en moins
efficace. La proposition de la Commission de créer, dans le budget
général, une ligne budgétaire pour la zone €uro va dans le bon sens.

Il s’agit encore de renforcer la régulation concurrentielle. La mise
en ceuvre d’un espace concurrentiel, voulu par le marché commun
(Traité de Rome, 1957) et réaffirmé par le grand marché (Acte unique,
1985), implique une stratégie dite de dérégulation. Mais la dérégulation
n’est pas I’absence, ni le contraire de la régulation. C’est la suppression
des seules regles faisant obstacle a la concurrence. Elle n’exclut pas
I’instauration ou le renforcement de régles destinées a faire respecter et
a équilibrer la concurrence. Il en est ainsi en matiere fiscale, ou certaines
disparités faussent la concurrence. C’est la raison pour laquelle certaines
harmonisations sont en cours. Les firmes réalisant un chiffre d’affaires
supérieur a 750 millions d’€uros doivent adopter une méthode unique de
calcul de leur profit imposable. Les impdts acquittés par les filiales des
multinationales localisées dans tel ou tel pays doivent étre désormais
fonction de leur activité réelle dans ce pays. Sans remettre en cause
la souveraineté fiscale des Ftats, on devra rapidement convenir d’un
¢cart maximal (limites inférieure et supérieure) afin d’éviter dumping
et guerres fiscales au sein de la zone €uro et de ’Union. Actuellement,
I’imp0dt sur les sociétés va de 12,5% en Irlande a 34% en Belgique et en
France — sans tenir compte des négociations secretes (tax ruling ! — ou
rescrit fiscal).

Il s’agit par ailleurs de créer un mécanisme d’ajustement symétrique
s’appliquant aux pays tant excédentaires commercialement que
déficitaires. Il faut que les premiers puissent participer au soutien de la
croissance de la zone €uro en fonction de la marge de manceuvre procurée
par leur surplus. Les regles de fonctionnement de la zone €uro adoptées
en 2011 prévoient le non-dépassement d’un excédent commercial
supérieur a 6% du PIB. Celui de 1’ Allemagne est actuellement de 8%,
mais aucune procédure de sanction ne s’est concrétisée.

Il s’agit enfin d’instaurer des stabilisateurs automatiques. Depuis
le rapport des cinq présidents sur I’achévement de 1’union économique
et monétaire, le débat sur la création de stabilisateurs automatiques au
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sein de la zone €uro est désormais a I’ordre du jour. Le projet médiatisé
d’un systéme européen d’allocation chdmage apparait comme un
stabilisateur privilégié affirmant le réle régulateur de la dimension
sociale de I’Europe. Mais d’autres stabilisateurs automatiques ne sont
pas a exclure. Nous pensons au renforcement de 1’union bancaire (mise
en place en 2014) pour éviter la propagation des crises bancaires ; a la
nécessaire mutualisation des dettes publiques par émission d’obligations
européennes pour éviter de trop fortes disparités des taux d’intérét au
détriment des pays les plus endettés.

C ¢ Des réformes nécessitant un nouveau cadre institutionnel

L’efficacité du fonctionnement de la zone €uro implique que les
Etats en faisant partie acceptent de partager davantage de compétences
dans un cadre juridique adapté. La mise en place d’un tel cadre devrait
leur permettre de prendre leurs décisions au sein d’un Eurogroupe
«renforcé», comme au sein du Parlement européen. Conformément
aux propositions de Bruxelles, un nouvel équilibre devrait étre trouvé
entre la Commission, chargée d’assurer 1’intérét général de 1’Union, et
I’Eurogroupe «renforcé», chargé des décisions concernant 1’intégration
monétaire. Le fait d’avoir un ministre pour la zone €uro répondrait a
cette problématique. Mais la proposition faite par Jean-Claude Juncker
que le commissaire des affaires économiques et financic¢res de I’Union
puisse jouer ce role semble plus pragmatique. L’Eurogroupe deviendrait
ainsi une formation restreinte du Conseil, dotée d’une représentation
extérieure unifiée, intégrée — en tant qu’entité¢ — au FMI d’ici 2025, ses
membres devenant responsables devant leurs Parlements respectifs.

Pour parachever cette nouvelle architecture, la Commission
européenne réfléchit a 1’instauration d’un «Trésor» de la zone €uro,
lequel serait responsable de la surveillance économique et budgétaire
dans ladite zone, de I’émission d’actifs financiers «sans risques» et
de la gestion d’un mécanisme de stabilisation macroéconomique.
L’idée d’un «Fonds monétaire européen» garantissant une meilleure
stabilité¢ financi¢re de la zone, et par suite son autonomie par rapport
aux institutions internationales, est aussi avancée. Ce Fonds intégrerait
les actuels mécanismes d’aides, en liquidité, au profit de certains Etats
membres, et de soutien, en capital, pour des banques en difficulté, grace
au Fonds de résolution unique instauré par I’union bancaire.
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Ces réformes indispensables, ainsi que le nouveau cadre
institutionnel qu’elles nécessitent, exigent néanmoins une réconciliation
de I’opinion publique avec la monnaie unique.

Conclusion
Réconcilier ’opinion publique avec I’€uro

La zone €uro est de plus en plus per¢gue comme responsable des
difficultés socio-économiques qui pesent depuis plusieurs années sur sa
population. Difficultés engendrées par les délocalisations, les niveaux
d’endettement, les politiques d’austérité. Un jugement qui révele un
malaise plus profond : celui de I’opposition d’une partie grandissante de
la population s’estimant 1ésée par la monnaie unique, que ne manquent
pas d’attiser les mouvements populistes.

Il est donc urgent de réconcilier 1’opinion publique avec une zone
€uro apte a gérer les problemes de son fonctionnement, mais surtout
une zone €uro capable de faire face aux grands problémes du moment:
faible croissance, chdmage, inégalités, guerre fiscale... Parallelement, il
est urgent de réconcilier I’opinion publique avec une Union européenne
devant faire face a la radicalisation de certaines politiques nationales,
en son sein ou au dehors, pouvant garantir la sécurité, maitriser
I’immigration, maintenir sa place dans le monde.

Observons que la remobilisation de I’opinion publique en faveur
de la zone €uro est étroitement liée a celle des décideurs nationaux,
dont lattitude est plus ou moins dépendante des convictions de leur
électorat.

Cette remobilisation conjointe de 1’opinion publique et des
décideurs politiques nationaux doit cependant étre amorcée et
entretenue par des responsables communautaires ayant un certain
charisme afin de convaincre les Etats membres que dans de nombreux
domaines, I’échelon communautaire est le seul moyen de retrouver une
souveraineté de plus en plus précaire au niveau national.

Paris, novembre 2017
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Comment pouvons-nous sortir de la crise économique
et sociale en approfondissant I’intégration européenne

Alberto Delfin Arrufat Cardava”

Lors des derniéres années, les Etats membres de I’Union européenne
ont souffert d’une crise économique et financiere sans précédents qui
est en train de devenir une crise a caractere sociale.

L’importance croissante des politiques etdelalégislation européenne
au sein des régulations propres a chaque Etat membre, & mesure que le
processus d’intégration européenne s’est développé et approfondi, a fait
que les décisions que prennent les Institutions européennes, ne soient
pas un simple complément des politiques et des régulations des Etats
membres mais plutdt des décisions de la plus grande importance ayant
un effet direct sur les problemes liés a la crise.

Nous avons créé une Union européenne qui, malgré ses indiscutables
carences, bénéficie de nombreux outils lui permettant non seulement de
faire face a la crise d’origine financiere et économique mais ¢galement
aux problémes sociaux provoqués par le déclin économique de la zone
euro.

Il y a quelques années j’ai trouvé des travaux scolaires réalisés
a la fin des années 60 par des étudiants espagnols de 15 a 17 ans.
L’objectif du travail était de réfléchir sur I’Europe (pour beaucoup
d’entre eux, I’Europe était la Communauté Economique Européenne).
Personne ne parla explicitement de démocratie ; toutefois ce n’était
pas une représentation fidele de la réalité puisque I’Espagne n’était pas
un pays membre et les éléves ne savaient pas ce qu’était un régime
démocratique. Cependant cette lecture fut pour moi un apport d’énergie
considérable. Le projet d’intégration du point de vue de ces étudiants,
certainement influencé par celui du professeur, représentait I’idée d’un
chemin engageant et révolutionnaire capable de changer la réalité

* Universidad Catolica de Valencia.
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quotidienne, d’apporter une part de rénovation et d’améliorer la qualité
de vie des personnes. Un projet tres enrichissant qui incluait une dose
de futur et d’espérance avec une grande part de sacrifice et d’effort.
Presque soixante ans apreés que furent rédigés ces travaux scolaires, la
vie des citoyens européens (et celle de ces espagnols) est infiniment
meilleure et les sociétés sont plus justes et égalitaires. Si I’on compare,
il est impossible de nier que 1’Union européenne est un lieu ou il fait
bon vivre.

Un deuxiéme aspect a relever est que ce n’est pas la premicre
ni la pire crise que I’Europe ait connu dans son histoire, la capacité
européenne a s’adapter et a se transformer est incontestable. L’Union
européenne dispose d’un important Know-how dans la matiere.
Dans ce sens, n’importe quel expert en économie expliquera avec de
meilleures raisons et connaissances que je puisse le faire, que pour
sortir de la crise, I’Union européenne doit prendre deux types d’actions
: en premier lieu, des mesures a caractere économique (a) Mesures de
relances économiques, b) Mesures de controle des politiques nationales,
c) Mesures de controle des marchés nationaux et internationaux et d)
Mesures de contrdle bancaire); en second lieu, des mesures a caractere
sociale (a) Définition et mise en marche d’une politique de 1’emploi,
b) Politique de soutien a la jeunesse, c) Plus forte transparence dans
la prise de décision et réduction de I’influence des groupes d’intéréts).
Comme les crises économiques antérieures, nous sortirons de celle-ci.

Toutefois, notre principale difficulté n’est pas la crise économique,
notre principale erreur a ét¢ que NOUS AVONS PERDU LE
CITOYEN. En effet, une meilleure disposition économique a
I’habitude de se traduire par une plus grande et meilleure disposition
de la part des personnes a accepter les idées mais nous ne récupererons
par I’impulsion.

Comment récupérer le citoyen?

A) En premier lieu, nous devons stratifier les citoyens, les segmenter
pour établir un profil a chacun d’entre eux. Je ne fais pas allusion
a distinguer hommes, femmes, jeunes, personnes handicapées,
groupes vulnérables, personnes moins favorisées, etc. et répartir
un budget de manicre homogene et égalitaire pour mener a bien
des actions et programmes. Les maitres de conférences pensent
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que les citoyens des Etats membres se ressemblent entre eux et
qu’il est possible de les associer ; logiquement tous ceux qui
croient au projet d’intégration défendent publiquement cette
idée puisque c’est une forme de vendre 1’identité européenne,
cependant, la réalit¢ démontre qu’il y a une forte disparité¢ des
profils a I’échelle globale tout comme a I’intérieur de chaque
¢tat. Détecter ces contrastes permettra d’établir des objectifs
individualisés, des programmes de travail comportant des
obligations et des résultats a court terme. Demandons a chaque
individu ou il désire étre ou ce qu’il souhaite faire d’ici quatre
a cinq ans, croyez- moi que les personnes répondront apres que
I’on leur ait indiqué un chemin. C’est un excellent moment pour
le faire : nous disposons de la technologie et le budget pour ca
et, le plus important, une prédisposition sociale car méme pas les
jeunes avec une qualification élevée et un emploi (comme peut
I’étre mon cas), nous percevons un clair chemin. Nous pouvons
exiger un effort aux européens si, en échange, ils ressentent
une fois de plus, la force transformatrice de I’Union. Cette
aspect transformateur ne doit pas se limiter uniquement aux
questions du travail ou économiques, mais doit aussi s’élargir
aux questions sociales ou collectives, problémes de genre, de
conciliation familiale, d’épargne, etc.

A)Nous devons renouveler les raisons et les motifs d’un européen
du XXI siécle. A mes étudiants universitaires, la chute du mur
de Berlin leur semble trés lointaine tout comme 1’était pour moi
I’adhésion de la Grece lorsque j’étudiais le droit communautaire.
Mes étudiants sont nés dans une Europe de Paix, grace a ’Union
européenne, ils ne voient pas la Paix comme une valeur ajoutée
a la vie et, malheureusement, ne considerent pas la paix comme
un motif suffisant, per se, pour estimer I’Union européenne.
Le discours politique doit étre renouveler et se focaliser sur les
avantages concrets dont peuvent bénéficier les citoyens. La crise
peut servir a I’Union pour se présenter aux citoyens comme
une entité forte, et expliquer au peuple comment ses décisions
peuvent avoir un effet immédiat et positif sur eux. Créer une
Union européenne qui s’occupe de ses citoyens. Pour donner un
exemple, la sentence du Tribunal de Justice de I’Union européenne
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relative aux clauses abusives des crédits hypothécaires espagnols
a eu comme impact en Espagne un renouvellement social de la
fonction de juge comme garant des Droits des citoyens. L’Union
doit étre capable de construire une philosophie adaptée a la
nouvelle réalité du projet européen.

B) Nous pouvons dépenser plus dans les programmes et projets

de diffusion, nous pouvons exiger 1’inclusion de la référence a
I’Union européenne pour chaque action financée, malgré a cela,
sa visibilité ne s’améliorera pas, et, dans le meilleur des cas, une
idée d’une Union européenne comme une source de ressource
sera donnée, sans méme étre différencier des autres organisations
internationales. Si I’Union veut arriver au cceur et dans la téte
des européens, elle doit le faire depuis 1’école. Une analyse de
la situation actuelle démontre que tous les pays incluent I’Union
européenne dans les contenus éducatifs des écoles et que des
programmes comme EU at school ont aidé a cela, cependant ce
n’est pas la méme chose expliquer I’Europe depuis les états
que I’Union depuis I’Europe. Pour cela, I’'Union européenne
doit gagner en matiere d’enseignement et garantir que :

. Chaque Etat membre inclut dans ses lois sur 1’éducation et ses

programmes d’études une formation suffisante sur des thémes
relatifs a I’intégration européenne d’un point de vue adéquat.

. Des groupes d’experts européens soient mis en place a 1’échelle

nationale pour déterminer les contenus les plus appropriés a
chaque niveau éducatif ainsi que leurs formes puisqu’ils doivent
étre attractifs pour les jeunes.

. Lesétats, sansrenoncer a leurs compétences en termes d’éducation,

favorisent la réunion des équipes nationales pour promouvoir la
progressive harmonisation de 1’enseignement relatif a ’'UE lors
des parcours académiques.
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Je ne voudrais pas terminer sans remercier au Prof. Sidjanski et au
Prof. Quadros pour cette invitation que vous nous avez faites.

53






The European Confederation — New Legitimacy and
new narrative by an explicit Confederal Pact

Alejandro del Valle-Galvez!

ABSTRACT: Currently the essence of European integration is
in crisis : the idea of an open and continuous process in the economy
and in the politics. Restart the debate on the basic political model of
integration and its democratic modes of articulation is also recovering
the very essential aims of the integration process, and the story of the
European project.

It is proposed in this paper to explicitly discuss a new model of
legitimacy to Europe, through a Confederal Pact between States and
citizens. The European Confederation could be a new International
format for Europe, and at the same time a sound democratic new
rebuilding of the EU.

The major problem in my opinion with the integration project
at present is the loss of the defining element of the project: the idea
of process, dynamism, and progress of an ongoing project, open to
economic changes and political progress, and open to citizens and
peoples of Europe. There are alarming signs that there are States that
are beginning to consider that it has passed the time of an “ever closer
Union” among Europeans — what amounts to put into question the
European project itself.

! Full Professor of International Law, Holder of the Jean Monnet Chair ‘Borders
and Immigration’, EU Law, University of Cadiz, Spain. https://uca-es.academia.edu/
ALEJANDRODELVALLEGALVEZ
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In this historical moment for the European project, it is required
a major political gamble. In my opinion, in the current historical
moment what to search is not a constitutional format for the EU, but an
international format to legitimize the European project and to preserve
and safeguard the achievements of the integration process. This format
or model can be in my opinion the one of the international Confederation
of States.

Federationand Confederation are theoretical models known since the
19th century, but have found in international reality varied applications.
Examples of international practice shows that in a Confederal model
can fit very different designs and structures. The conceptual approach:
as opposed to the Federation, the Confederation assumes the will of
survival of States and their sovereignty. Thus, a Confederation can be
defined as "a governmental entity created by independent sovereign
States that join together to perform some governmental functions under
common authority". The requirements that seem necessary to constitute
an International Confederation of States are:

A)an international treaty
B) a minimal institutional structure
C) attribution of competences, particularly in external matters

In my opinion, European integration is in need of an express political
option on a model or an International Law format that constitutes the
comprehensible reference of the political nature of European integration
for the citizens of Europe, with clear unity and visibility for the world.

If the concept and federal model has hovered since its origins to the
European project, I believe that at present is unworkable in practice its
formal consecration.

On the other hand, the confederal option suppose to give a
recognizable political and legal drawing to the current reality of the
European integration. The President of the Commission has in 2012
renewed the Jacques Delors’s proposal that the EU become a Federation
of Nation States. In fact, | understand that what was proposed is —with
other words— a Confederation of States, which is the international law
model that best fits the reality of the European 60 years acquis. This
Confederal option can have a peculiar shape in the European scenario.
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Therefore what we aim in these lines is not so much the confirmation
or transformation of the EU into a different or a new international
entity. This kind of conversion of the current EU into a Federation
or a Confederation would have huge and complex institutional
consequences. On the contrary, the aim is to respect the current EU, by
expressly incorporating the Confederate political model as the superior
and upper reference for the European project.

This Confederation choice should need an explicit Confederal Pact
between the States of the EU.

If we set the Confederal Pact as an objective of governance in
Europe, the explicit assumption of the Confederal model for all or part
of the Member States of the EU, could take place through different
ways (Treaty or Declaration). In my opinion, as the foundation of a new
political model for the European project, the right way should be an
international treaty with superior force to the TEU and TFEU, so that it
is clear the upper hierarchical relationship above the EU Law.

In my opinion the minimum essential contents of the Confederal
Pact or Covenant could be:

A)The creation of the European Confederation, political entity
that does not have to become an independent new international
organization.

B) The reference to the European Union as the means of political and
economic integration.

C) An institution or a simple institutional structure, recognizable and
eligible by the European citizens, and that in practice working as
the Supreme European Government (Diet).

D) An attribution of competences mainly : for representation in
foreign affairs, and for taking the major political and economic
guideline decisions in Europe.

The Confederal Pact can be done with a Treaty drawn up in the
most simple form possible, without modifying the TEU and the TFEU
or perhaps just changing the first Article of each in order to make
reference to the Confederation as the top political framework in Europe.
In this way, the European Confederation could be the Supreme political
entity that exemplifies the political links between the States, peoples
and citizens of Europe. At the same time, the Confederation would
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have to the EU as the international organization for the implementation,
development and progress of the economic, legal and political issues of
the integration in Europe.

Of course that this approach is very far from the initial European
federal dreams, the possible United States of Europe or the European
Political Union. However, the European Confederation can have
significant advantages in the current historical moment without being
itself a setback in the process of integration, since:

a.— It can provide a simple top legal framework of reference for
integration, and settle the European construction for the future.
b.— It allows to create an entity controlled by citizens and States, who
can give supreme guidelines and major political decisions to the

EU.

c.— It permits to separate the complex model of the EU and their
technical and institutional ramifications from the ‘pure’ political
union structures.

d.— Gives recognition, visibility and democratic control by the
citizens.

e.— Allows a clear perception of the compatibility States-European
project, since the Confederation guarantees the formal sovereignty
that remains within the national framework of the States.

f.— Gives external visibility as a United Europe.

g.— Reinforce the European foreign policy and the European external
actions as reflection of a single European Global Actor.

Finally, the Confederal Pact should have a simple and clear
relationship with both the European Union and national Constitutions.

Asregards the European Union, when articulated with the Confederal
institution, the public perception would be a radical simplification,
since the current EU would be erected as the International Organization
to carry out the policies, actions and achievements of the integration
through the EU law, and whose major decisions would be taken by the
Confederation.

The functionalist theory of integration seems to have already
fulfilled its mission of economic planning. It was a theory of economic
construction as a means to achieve political union; but it was not its
very original purpose to define this final political model. As we can
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read in the The Schuman Declaration 1950 : “L'Europe ne se fera pas
d'un coup, ni dans une construction d'ensemble : elle se fera par des
réalisations concretes créant d'abord une solidarité de fait”

So, we are at the point where political will is certainly necessary, but
also to consider explicitly a decision for changing the supreme model
of European organisation; providing a model or political archetype
suitable to the historical moment, which respects the survival of States
and the democratic control by the european citizens.

This model of the European Confederation of States corresponds
well with the recurrent pattern in the Union to go to the refuge of
international law in times of crisis. The Confederal model on the other
hand is a recognizable element in the constitutional memory of some
countries, particularly the United States, Switzerland and the German
Federal Republic , where periods and Confederal formats were the
prelude to the later federalization and establishment as States, single
subjects of international law.

Therefore confederation is a theoretical and practical landmark
in the historical construction of some Nation-States, which at present
can meet two essential functions: consolidate the achievements of
integration, and confirm the formal persistence of European nation
States in which the peoples of the States remain the custodians of
national sovereignty. Confederal model can also let keep to the European
Union as international organization, and the comfortable survival of
articulation with national constitutions and the constitutional courts of
the members States, whenever the sovereignty of the States in this new
European organization structure is formally guaranteed.

Actually, despite the simplicity of placing a “hat” on the top of
the EU through this confederal Pact we propose, the Confederal model
assumes a recasting of the European integration project. This consensual
reform between States and citizens can bring a political model clear and
simplified for European integration and the citizens, respecting States
but consolidating the path of the European project and its impressive
achievements made through the EC/EU, and leaving expedited the
way for future developments. At the same time, allows to locate a
democratically controllable headquarters where the major political,
economic and regulatory decisions that Europe needs should be taken.
In such a way to override the technical integration era developed with
closed doors and distance from the citizens.
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Therefore the proposal is to carry out a new and explicit Pact
between Europeans, a new model of legitimacy for Europe, through
discussion and agreement on the new political model for Europe, which
respects the EU and its achievements. It's a change of approach, rather
than pursue the improvement and effectiveness of procedures through
greater leadership and political will, without amending the existing
treaties architecture.

On the other hand, the Confederal proposal is linked to the political
and sociological necessity that the European project has a recognizable
story, comprehensible by citizens. If we understand by “story” an
explanation and a cultural and political vision of the common values
of the European project and its future, we find that the traditional
European story is exhausted and in addition the crisis has had a very
negative impact in narratives of the European project. The need for a
new and convincing story has many aspects as the need to incorporate
new narratives of shared vision of history and culture in Europe.

In this sense, the Confederal Pact can be an important piece in the
construction of the new narratives that Europe needs, since it implies and
assumes that Europe has a political dimension of greater significance than
the EU: there has been a process with the EC / EU of great political and
economic achievements, but the European “civilization process under
moral principles” needs now a new pan-European model of legitimacy,
anew social Pact of States and citizens offering a political future project
so that European citizens can decide its model of organization and
coordination with other European citizens.

But above all the European Confederation proposal allows
safeguarding the soul of the European project: the idea of open process,
in which the main aspirations and projects for Europe are something
more than the current European Union. In this way the Confederal
Pact and the European Confederation can allow rebuild and recover the
European story, by proposing a clear political model, recognizable and
democratically controllable by the citizens; a model more focused on
the construction of a public space that enhances a project of shared
cultural and identity values as a real project for the European citizens.
In any case, a narrative that assumes that the debate on the European
process must be permanent and open.
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Citizenship of rights and integration process in times
of crisis

Alessandra Silveira”

The current crisis imposes challenges to the European integration
process which sees its’ legitimacy questioned, above all in the eyes of
the citizens of Member States undergoing intervention (Portuguese,
Greek, Cypriot or Irish citizens) who live with harsh restrictions and
low expectations of improvement. European citizens have never been so
attentive to the developments of the European construction. And because
of that, the most serious mistake of the majority of citizenship and
fundamental rights analysis until today is that it tends to underestimate
the systemic transformative potential of the crisis.

The main question in this context is whether the crisis shows
some crucial disjunction between the expectations of Europe’s citizens
and the institutional forms of political integration available to them.
Furthermore, to know if the developing of a broad notion of citizenship
of rights («right to have rights», in Hannah Arendt’s sense) could
perform some role in this scenario. In this sense, the current crisis
definitely questions the relation between national politics and European
politics.

In a study coordinated by Miguel Poiares Maduro at the request of
the European Parliament,' Maduro defends that the deep causes of the
crisis are democratic problems. In other words, the origin of the crisis

" EU Political and Administrative Studies. University of Minho (Braga).

! See M. Poaires Maduro, “A new governance for the European Union and
the euro: democracy and justice” (2012) European University Institute, Global
Governance Programme, RSCAS Policy Paper 2012/11 http://cadmus.eui.eu/bitstream/
handle/1814/24295/RSCAS_PP_2012_11rev.pdf?sequence=1 (accessed June 13, 2013).

63



Alessandra Silveira

can be found in the democratic failures: 1) Member States’ failures (that
impose externalities on others in a context of economic and monetary
Union and are not able to control excessive cross— border capital flows);
and 2) failures of the EU governance (that has not been able to infuse its
institutional system with real democratic potential).

Maduro defends that this crisis requires an effective governance
capacity that the EU does not have. The Union’s failure to solve the
crisis is imputable to the diffuse character of its political authority and
its excessive reliance on national politics. Member States, in their turn,
are incapable of internalizing the consequences of interdependence
generated by the Euro and integrated markets. As a consequence, the
EU cannot govern effectively and its policies are prisoner to national
politics. For this reason Maduro says that «the real democratic deficit is
the absence of European politics».?

Then, if Maduro is right, i.e., if what is at the root of this crisis
are real democratic failures, could the crisis have been avoided (or at
least minimized) if the problems of EU governance (i.e., problems of
convergence or coordination between EU and Member States political
entities) were solved? Probably, yes. The political and legal solution
for the problems that the EU is facing depends on the deepening of the
federative components of the European system. Only that deepening
could prevent the financial problems of a Member State from becoming
a credibility problem for the Union as a whole. Only that deepening
could allow the Union budget to perform economic and social functions
that act as a support network for the Member States’ economy.

And that deepening of the federative components of the European
system must be accompanied by the deepening of the citizenship of rights.
For this reason it is essential to understand the structural implications
of this citizenship of rights, dealing specifically with the constitutional
and political means that already exist (or can emerge) in the actual crisis
scenario. The solutions for the crisis must be presented to the citizens
as a response to the democratic problems in Member States (which can
no longer ensure the minimum conditions of a genuine democracy and

2 See M. Poaires Maduro, “A new governance for the European Union and the
euro: democracy and justice” (2012) European University Institute, Global Governance
Programme, RSCAS Policy Paper 2012/11 http://cadmus.cui.eu/bitstream/handle/
1814/24295/RSCAS_PP_2012_11rev.pdf?sequence=1 (accessed February 27, 2014), p.1.
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social justice) but also as a response to the democratic problems of EU
governance (which are two sides of the same coin). For this reason, the
deepening of the federative components of the EU system (as a solution
for the crisis) it is necessarily linked with the broad notion of citizenship
of rights built (especially) by European courts — and this is a novelty.

As results of the General Report of the XXV FIDE Congress Tallinn
2012, studying and debating issues of fundamental rights protection is
taking stock of the present stage of European integration. It is taking
stock of the relations between the EU and the Member States’ legal
orders and the division of competence between them.? In this scenario,
it is important to discuss in which measure do the fundamental rights
dynamics affect the EU integration process itself — or scrutinize the
potential of European citizenship in times of crisis to the integration
process as a whole.

In the context of European integration the debate on citizenship
arose in the 70's aiming to provide a set of civil, political and social
rights to the nationals of a Member State acting upon their economic
rights in another Member State, so that they were on equal terms with the
nationals of the host Member State, and in this way promoting an equal
standard of the legal positions of nationals of Member States. Hence,
EU citizenship was always connected with the principle of nationals’
equality in the different Member States — they would benefit from the
rights and would be subjected to the duties set out in the Treaties.* And
this idea of a community of rights and duties (established by the EU and
not by a singular Member State) promotes the sense of belonging to the
Union among individuals.

European citizenship, unlike national citizenship, does not entail a
community to which the citizen belongs — it creates a legal community.
That is, European citizenship is built and developed through the
exercise of rights — and for this the ECJ case law, issued at the request
for preliminary rulings by national courts, has weighed immensely. The

3 See L. Besselink, “General Report”, in Julia Laffranque (ed.), Reports of the XXV
FIDE Congress Tallinn 2012, vol. 1,The Protection of Fundamental Rights Post-Lisbon:
The Interaction between the Charter of Fundamental Rights of the European Union,
the European Convention of Human Rights and National Constitutions (Tallinn: Tartu
University Press, 2012), p.2.

4 As set out in Article 9 TEU and Article 20 (2) TFEU.
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recognition of European citizenship through the Maastricht Treaty led
the scholars to put the following questions: 1) «what kind of political
community could be created beyond the nation-state?», 2) «what
relationship would it have with national political communities?», 3)
«who would be its’ members and what rights would they have?» — all
issues that are at the core of European integration as a political project,
and are still a major concern nowadays.’ For this reason, the idea that
EU citizenship can allow the access to the EU standard of fundamental
rights’ protection — and to the highest level that it promotes® — is so
important in the fragile historical moment that the EU is facing.

In conclusion, what does the claimed deepening of the federative
system components mean? What remains to be done to have a functional
Euro? First, it lacks a common budget (a budgetary ceiling for the
European Union limited to a maximum of 1.27 % of EU GDP was
created since 1988). However, even in normal situations this budget
would be insignificant (just to compare it with the 19% of USA GDP
to the federal budget). So it is urgent to pass the EU budget from 1%
to at least 5% of EU GDP (as a minimum basis for eurobonds, i.e.,

5 Such questions were raised by D. Chalmers/C. Hadjiemmanuil/G. Monti/A.
Tomkins, European Union Law. Text and materials (Cambridge University Press, 2006),
pp- 561-562, where one reads: «the debate surrounding citizenship concerns the nature of
political community».

¢ On this subject see A. Silveira, “Citizenship of rights and the principle of the highest
standard of fundamental rights’ protection: notes on the Melloni case”, in E. Guild, C.
Gortazar, D. Kostakopoulou (eds.), The reconceptualization of European Union citizenship
(Leiden-Boston: Brill Nijhoff, 2014), pp. 285-299; A. Silveira/P. Froufe/M. Canotilho,
“Portugal”, in Julia Laffranque (ed.), Reports of the XXV FIDE Congress Tallinn 2012,
vol. 1, The Protection of Fundamental Rights Post-Lisbon: The Interaction between the
Charter of Fundamental Rights of the European Union, the European Convention of Human
Rights and National Constitutions (Tallinn: Tartu University Press, 2012), p. 715-717; M.
Canotilho, “Comentario ao artigo 53.° da CDFUE”, in A. Silveira/M. Canotilho (eds.),
Carta dos Direitos Fundamentais na Unido Europeia Comentada (Coimbra: Almedina,
2013), pp.606-624; L. Besselink, “Multiple political identities: revisiting the maximum
standard”, in A. Silveira/P. Froufe/M. Canotilho (eds.), Citizenship and solidarity in the
European Union — from the Charter of Fundamental Rights to the crisis, the state of the
art (Peter Lang, Brussels, 2013), pp. 235-252; B. De Witte, “Tensions in the multilevel
protection of fundamental rights: the meaning of article 53 EU Charter”, in A. Silveira/P.
Froufe/M. Canotilho (eds.), Citizenship and solidarity in the European Union — from the
Charter of Fundamental Rights to the crisis, the state of the art (Peter Lang, Brussels,
2013), pp. 205-217.

66



Citizenship of rights and integration process in times of crisis

for partial “mutualisation” of debt). This budget could fund counter-
cyclical policies like renewable energy, youth employment, support for
small and medium businesses, etc.

Moreover, it lacks a fiscal union to finance that budget through
a single percentage of taxes on income withdrawal to each taxpayer
to fund the Union, which would create a "fiscal citizenship" and the
consequent requirement of citizens in relation to the management of
the budget. It also lacks a full banking union because it is unsustainable
that Member States keep saving the troubled banks increasing by their
sovereign debts.

And finally, it lacks an effective political-economic governance
that increases democratic legitimacy. Instead, the European Union is
governed by democratic principles but its citizens do not have a European
constituency through which they can express their preferences. Elections
to the European Parliament are still overly dominated by national
political parties and European problems are not discussed. Citizens are
increasingly feeling that the elections to the European Parliament do
not decide the future of Europe.

So, the Economic and Monetary Union suffers from a genetic defect:
the EU withdraws the sovereign power over the issuance of currency and
its value (i.e., monetary and exchange sovereignty) but Member States
continue to conduct their own fiscal and budgetary policies. Thus, the
European crisis is a crisis created by itself. Not exactly an economic
and financial crisis but a crisis of the financial and economic policies in
the Union. The Union’s main problem today concerns the inadequacy
of policy responses.

The end point of this story will not be a federal state (it is not
desirable that it is). The state is a historical construction of modernity
— and the European Union is able to offer the world a much more
sophisticated model, i.e., a new form of organization of political power.
It is a mistake to envisage federalism exclusively from the dogma of the
federal state, i.e., as a structure and not as a process. However, federalism
suggests both structure and process through balancing the centrifugal
and centripetal forces. So, the survival of federative systems depends
on recognition — especially by citizens — of the common benefits arising
from the federalizing process.

As the EU moves according to the logic of small steps — and each
step brings with it the seed of the next step — it is time to move decisively
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in the direction of the designs of Shuman Declaration of 9 May 1950
(which started the process of European integration with specific reference
to the term «European federation»). As Viriato Soromenho Marques (a
brilliant Portuguese philosopher) says, Europeans live together since
the Roman Empire — usually in a situation of domestic violence, hitting
each other...They only stopped that during the sixty years of European
integration process. But if the EU collapses, Europeans will rebuild
it again, as they always have done...Honestly, we don’t have time to
lose...
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How we might Recover from the Economic and Social
Crisis through European Integration Deepening

Alexandre Met-Domestici”

Introduction
* The EU’s Political and Economic Model

— Threatened by Current Crises

— Still Pursued by Neighbouring Countries

Economic Crises: Financial + Budgetary Crises

Political Crises: Euroskepticism, The UK a/r the AFSJ, Brexit
Lingering Unemployment

— Lack of Budgetary Federalism (Role in the US)

Layout

I — Strengthening the Eurozone’s Institutional Framework

II — Taking Steps towards a Federal Union

I - Strengthening the Eurozone’s Institutional Framework
* Increasing the ECB’s Powers and Independence
* Improving the Governance of the Eurozone

Increasing the ECB’s Powers and Independence

* Broadening the ECB’s Mandate (Art 127 TFEU)
— Including full Employment as a Goal (alongside Inflation)
— Benefit for the Citizens

" Associate Professor. Sciences-Po Aix-en-Provence, CHERPA Jean Monnet Chair
on “The EU’s Role In the Fight against Economic Crime”.
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* Enhancing the ECB’s Toolbox
— Adding the Ability to Purchase Debt Directly from Member States:
More Efficient QE, More Ambitious than the OMT Program
— Existing QE: a Major Step Forward

* Increasing the ECB’s Independence
— Improved Communication Tools: Forward Guidance
— In Return, Increased Democratic Control over Appointments to
the ECB’s Key Positions — European Parliament, EP Commissions —

Improving the Governance of the Eurozone

* Creating a Finance Minister of the EU
— “Finance Minister” or other Title, cf the High Representative for
the CFSP and Foreign Affairs
— A Member of both the Commission and the Council
— Improving the Visibility of the Political Dimension of Monetary
Integration

II — Taking Steps towards a Federal Union

* Increasing the Union’s Budget
* Taking a Leap forward towards Federalism

Increasing the Union’s Budget

* Transferring Resources from National Budgets to the EU’s Budget
* Allowing the Eurozone to issue Eurobonds

— Mutualizing Debt
— Selling debt at low Interest Rates — thanks to Germany, France,...—
— Fostering Market Trust
— Strengthening the European Stability Mechanism
* Which Can already Issue Bonds
* Creating Automatic Fund Transfer Mechanisms
* Requiring Political Approval only for Supplementary Transfers
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Taking a Leap forward towards Federalism

* Creating a Two-Chamber European Parliament
— A Lower House —European Assembly directly Representing
European Citizens —According to their Population—
— An Upper House —European Senate Representing the Member
States— a Fixed Number of Senators per Member State

* Electing MEPs from Europe-wide Lists and no longer National
Lists

* A Single European Constituency

* An Elected Permanent President of the European Council —by both
Chambers of the European Parliament, maybe in the Future by
the Citizens—

* An Actual Election of the President of the European Commission
by the Members of the European Assembly

Conclusion

* Bold Goals, step-by-step Implementation
* Differentiation?

* Need to Amend the Treaties

* Ratification Challenges
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Is the European Union ready for a Federation?
— “Blueprint for a Political (federal) Union beginning
with the Eurozone”

Ana Soares Pinto!

Creating a federation is an aspiration present in the history of EU’s
integration since the historical Schuman Declaration. Robert Schuman,
the then French foreign minister, proposed on 9th May 1950, the creation
of'an European Coal and Steel organization, whose members would pool
coal and steel production®. The Schuman Declaration was at the origin
of the first European Community and it is considered the beginning of
what is now the European Union. Europe’s day is celebrated on 9 May?,
the date marking the anniversary of the Schuman declaration.

“Europe will not be made all at once, or according to a single plan.
It will be built through concrete achievements which first create a de
facto solidarity.”, is one of the Schuman Declaration’s most quoted
sentences. In fact, the Declaration proposed a step-by-step approach
to European integration, first, the creation of an organization on coal
and steel production, second, an economic integration; third, a wider

! Assistant Professor of EU law at Lisbon Law Faculty. Member of Teaching staff
of Jean Monnet Chair ad personam from Professor Fausto de Quadros. PhD in European
and International Legal Studies. Senior researcher Lisbon Centre for Research in Public
Law (CIDP).

2 Available at https://europa.eu/european-union/about-eu/symbols/europe-day/
schuman-declaration_en

3 See Declaration 52 Declaration by the Kingdom of Belgium, the Republic of
Bulgaria, the Federal Republic of Germany, the Hellenic Republic, the Kingdom of Spain,
the Italian Republic, the Republic of Cyprus, the Republic of Lithuania, the Grand-Duchy
of Luxembourg, the Republic of Hungary, the Republic of Malta, the Republic of Austria,
the Portuguese Republic, Romania, the Republic of Slovenia and the Slovak Republic
on the symbols of the European Union. Only 16 of the then 27 EU Member States have
recognized the symbols of EU.
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and deeper community; and, finally, a federation. The word federation
appears twice at Schuman Declaration®.

Thus, each year when we celebrate Europe’s day, we celebrate
the anniversary of a Declaration, which considers the foundation of
a European federation indispensable to the preservation of peace and
establishes as a European long term objective, achieving a federation.

Sixty-eight years have elapsed since the Schuman Declaration.
European integration has widened and deepened, from an European Coal
and Steel Community®, to an European Atomic Energy Community®
and an European Economic Community’ establishing as its objective,
first the creation of a common market®, then a single market’ and after
an Economic and Monetary Union'’, to an European Union'!, enlarging
from 6 to 28 Member States, but the recurring federalist objective is still
longing to be achieved.

Several attempts have been made in these years to reach political
integration, but weak political commitment, divisions, have frustrated

4 Fifth paragraph: “The pooling of coal and steel production should immediately
provide for the setting up of common foundations for economic development as a first
step in the federation of Europe, and will change the destinies of those regions which
have long been devoted to the manufacture of munitions of war, of which they have been
the most constant victims*; and eighth paragraph: “By pooling basic production and by
instituting a new High Authority, whose decisions will bind France, Germany and other
member countries, this proposal will lead to the realization of the first concrete foundation
of a European federation indispensable to the preservation of peace”. (Emphasis added).

> Founded by the Treaty of Paris, Treaty establishing the European Coal and Steel
Community, (TECSC) signed in 1951 and in force in 1952.

¢ Founded by the Treaty of Rome, Treaty establishing the European Atomic Energy
Community, (TEURATOM) signed in 1957 and in force in 1958.

” Founded by the Treaty of Rome, Treaty establishing the European Economic
Community (TEEC), signed in 1957 and in force in 1958.

8 Articles 2 and 8 TEEC.

% Article of 13 of the Single European Act amending EEC Treaty, added Article
8" to the TEEC, prescribing: “The Community shall adopt measures with the aim of
progressively establishing the internal market over a period expiring on 31 December
1992 (...) The internal market shall comprise an area without internal frontiers in which
the free movement of goods, persons, services and capital is ensured in accordance with
the provisions of this Treaty.”.

10 Article 2 and Title VI “Economic and Monetary Policy” TEC. The Treaty of Rome,
establishing a European Economic Community was amended by the Treaty of Maastricht
and renamed Treaty establishing a European Community.

! Founded by the Treaty of Maastricht, signed in 1991 and in force in 1993.
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progress towards federation. The best known example — and the one
closest becoming a reality — is the European Political Community,
failed as a consequence of the non-ratification of the European Defense
Community, by France, in 1954.

The economic and monetary union has reached success and since
the introduction of euro notes and coins in 2002, 19 Member States
have joined the Eurozone. Eurozone doesn’t however bring together
all the 28 Member States and even if we consider only 27 (after Uk’s
Brexit), we still have a Member State that isn’t committed to join the
euro at some stage — Denmark!2.

The economic and financial crisis that began in 2008 has shown a
lack of solidarity between Member States and exposed economic and
social divergences between Member States, particularly, between the
North and the South.

Despite the solidarity clause enshrined in Article 122 TFEU,
conferring powers to the EU to grant ad hoc financial assistance to
Member States when it is found that a Member State is in difficulties
or is seriously threatened with severe difficulties caused by natural
disasters or exceptional occurrences, Member States decided to create a
new mechanism, on an international basis.

The solutions found on the ESM Treaty'® — an intergovernmental
agreement establishing an international financial institution, to be named
the “European Stability Mechanism”, whose contracting parties are EU
Member States whose currency is the euro — revealed the inadequacy
of EU Treaties currently in force'* to safeguard the Eurozone stability
and help Member States in difficulties on a permanent basis. Further
revealed Member States’ incapacity to unanimously agree on an ordinary
revision of the TFEU in force or on a decision on the basis of Article
352 TFEU, in order to create and incorporate in EU law a permanent
financial mechanism similar to the one envisaged by ESM Treaty.

12 Protocol (No 16) on certain provisions relating to Denmark.

13 Treaty establishing the European stability mechanism between the Kingdom of
Belgium, the Federal Republic of Germany, the Republic of Estonia, Ireland, the Hellenic
Republic, the Kingdom of Spain, the French Republic, the Italian Republic, the Republic
of Cyprus, the Grand Duchy of Luxembourg, Malta, the Kingdom of the Netherlands,
the Republic of Austria, the Portuguese Republic, the Republic of Slovenia, the Slovak
Republic and the Republic of Finland, concluded in Brussels on 2 February 2012.

4Seejudgementof27November, 2012, Pringle,case C-370/12; ECLI:EU:C:2012:756.
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Believing ESM Treaty could only be concluded by Eurozone
Member States if a revision of EU’s treaties was agreed, Member
States used the simplified revision procedure to add a third paragraph to
Article 136 TFEU, allowing the establishment of a stability mechanism.
Unanimous agreement was easily found once the effective establishment
of amechanism specific to Member States whose currency is the euro laid
in the hands of Member States acting under international law. European
Council Decision 2011/199/EU", amended Article 136 TFEU, but
later the Court of Justice ruled that the amendment only confirmed the
existence of a power already possessed by Member States'® and that the
right of a Member State to conclude and ratify the ESM Treaty was not
subject to the entry into force of the referred Decision'”.

Concluding an international treaty was also the solution to
inforce the budget discipline of Eurozone governments following the
sovereignty debt crisis that started in 2010. Twenty-five Member States
concluded, on 12 March 2012, another international agreement, the
Treaty on Stability, coordination and Governance (TSCG)'®. Again not
all EU Member States agreed to be bind by TSCG, United Kingdom
and Czech Republic decided not to ratify it — plus Croatia, that became
an EU Member only on July 1, 2013.

Deeper integration in Eurozone was achieved in the margins of EU
Treaties, concluding international treaties that despite recurring to EU
institutions have an intergovernmental nature and do not unite all EU
Member States and its peoples.

Can the alleged coordinated (?!) response to 2008 economic and
financial crisis by national governments, the ECB and the Commission
be a blue print for a Political federal Union? I doubt it. Even if further
integration regarding EMU is foreseeable!”, recent developments
continued to reveal a lack of a de facto solidarity (required to further
political integration).

15 European Council Decision 2011/199/EU of 25 March 2011 amending Article 136
of'the Treaty on the Functioning of the European Union with regard to a stability mechanism
for Member States whose currency is the euro (OJ 2011 L 91, p. 1).

16 Paragraphs 68, 72 and 109 of Judgement Pringle, op. cit.

17 Paragraph 185 of Judgement Pringle, op.cit.

18 In force since January 2013.

19 European Commission, Reflection paper on the Deepening of the Economic and
Monetary Union , 2017.
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Maintaining and developing an area of freedom, security and justice
(AFSJ), an objective consecrated by the amendments introduced by
the Treaty of Amsterdam®, following the integration of the Schengen
acquis into the Framework of the European Union?!, has also had some
major setbacks.

AFSJ doesn’t unite all EU Member States, only 21 EU Member
States are Schengen States. United Kingdom and Ireland aren’t
committed to join the Schengen Area at some stage and have a special
position regarding the AFSJ* and for Denmark, EU law regarding
the AFSJ can only create obligations under international law?. Other
Member States, like Bulgaria, Romania, Croatia and Cyprus are in the
process of joining the Schengen Area. Cyprus’ partition of the island
precludes its full Schengen membership. Political divisions between
already Schengen Member States are preventing Bulgaria and Romania
to achieve full Schengen membership.

The creation of an AFSJ is based on solidarity, fair sharing of
responsibility?*, mutual confidence and a presumption of compliance,
by other Member States, with European Union law and, in particular,
fundamental rights.

2 Fourth indent of Article B TEU, as amended by the Treaty of Amsterdam.

21 Protocol integrating the Schengen acquis into the framework of the European Union

22 Protocol (No 19) on the Schengen acquis integrated into the framework of the
European Union and Protocol (No 21) on the position of the United Kingdom and Ireland
in respect of the area of freedom, security and justice.

2 Protocol (No 22) on the position of Denmark. Acts of the Union in the field of
police cooperation and judicial cooperation in criminal matters adopted before the entry
into force of the Treaty of Lisbon (under the then III Pillar) which are amended shall
continue to be binding upon and applicable to Denmark unchanged.

24 Article 67(2) TFUE, establishes: “It shall ensure the absence of internal border
controls for persons and shall frame a common policy on asylum, immigration and external
border control, based on solidarity between Member States, which is fair towards third-
country nationals. For the purpose of this Title, stateless persons shall be treated as third-
country nationals.” Article 80 TFEU establishes: “The policies of the Union set out in this
Chapter [Policies on border checks, asylum and immigration] and their implementation
shall be governed by the principle of solidarity and fair sharing of responsibility, including
its financial implications, between the Member States. Whenever necessary, the Union acts
adopted pursuant to this Chapter shall contain appropriate measures to give effect to this
principle”.
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Migratory flows aren’t constant or evenly distributed by EU
Member States and countries, like Greece, Italy or Malta are, due to
their geographical position, particularly, exposed to them. The migratory
crisis has shown a lack of solidarity between Member States and led to
systemic deficiencies in the asylum procedure and in the reception of
conditions of asylum seekers in frontline Member States.

In N. S. judgement®, the Court of Justice considered that EU law
precludes the application of a conclusive presumption that Member
States observe the fundamental rights of the European Union. Member
States, including the national courts, may not transfer an asylum
seeker to the ‘Member State responsible’ within the meaning of Dublin
Regulation, “where they cannot be unaware that systemic deficiencies in
the asylum procedure and in the reception conditions of asylum seekers
in that Member State amount to substantial grounds for believing that
the asylum seeker would face a real risk of being subjected to inhuman
or degrading treatment”. Lack of solidarity and fair sharing of
responsibilities gave rise to the erosion of mutual confidence.

In order to circumvent systemic deficiencies in frontline Member
States, EU institutions took numerous actions to support Italy and
Greece in the framework of the migration and asylum policy — including
providing substantial emergency assistance and EASO* operational
support. Finally, EU institutions called for concrete measures of
solidarity towards Member States, facing exceptional migratory flows,
adopting relocation Decisions®®. The adoption of Decision 2015/1601,
establishing provisional measures in the area of international protection
for the benefit of Italy and Greece®, provided for mandatory emergency
relocation quotas for applicants for international protection, who
were mainly arriving in these States™. The unwillingness of some EU

2 See Judgement of 21 December 2011, N. S., case C-411/10; ECLI:EU:C:2011:865.

26 Decision of Judgement N. S., op. cit.

27 European Asylum Support Office.

% Council Decision (EU) 2015/1523, of 14 September 2015, establishing provisional
measures in the area of international protection for the benefit of Italy and of Greece (OJ L
239,15.9.2015, p. 146-156), replaced by Council Decision 2015/1601, of 22 September 2015.

2 Council Decision 2015/1601, of 22 September 2015, establishing provisional
measures in the area of international protection for the benefit of Italy and Greece (OJ L
248, 24.9.2015, p. 80-94) — no longer in force.

30 Article 4, Council Decision 2015/1601.
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Member States to contribute to fair sharing of responsibility within
EU asylum acquis led some Member States to limit their contribution
to relocation process to the minimum and it became evident, when
Hungary and Slovakia, supported by Poland, brought an action for
annulment against this Decision’!, which they refused to apply. The
Court of Justice dismissed the action’’, but Hungary, Slovakia and
Poland continued to refuse to apply the Decision. On 7 December 2017,
the European Commission decided to refer these 3 Member States to
the Court of Justice for non-compliance with their legal obligations
on relocation®.. On the same day, the European Commission decided
to step up infringement procedures against Hungary concerning the
amendments introduced in 2017 to its asylum legislation regarded as
incompatible with EU acquis on asylum?®*.

On 20 December 2017, the European Commission concluded that
there is a clear risk of a serious breach of the rule of law by Poland,
following reforms that have been considered a threat to judicial
independence in the country. The European Commission presented a
reasoned proposal for a Council Decision under Article 7 TEU against
Poland* and decided to refer Poland to the Court of Justice for breach
of EU law, concerning the law on ordinary Courts*.

Lack of solidarity among EU Member States and national egoisms
are increasing. As UN High Commissioner for Human Rights recalled
in 2018: “Over two-thirds of the national Parliaments in Europe Union
countries now include political parties with extreme positions against
migrants, and in some cases, Muslims and other minority communities.

3! The Decision was adopted by qualified majority,

32 Judgment of 6 September 2017, Slovak and Hungary v. Council, joined cases
C-643/15 and C-647/15; ECLI:EU:C:2017:631.

33 Commission Press Release “Relocation: Commission refers the Czech Republic,
Hungary and Poland to the Court of Justice”, available at http://europa.eu/rapid/press-
release_IP-17-5002_EN.htm. Cases C-715/17, Commission v. Poland; C-718/17,
Commission v. Hungary; and C-719/17, Commission v. Czech Republic.

3% Commission Press Release “Migration: Commission steps up infringement against
Hungary concerning its asylum law”, available at http://europa.eu/rapid/press-release_IP-
17-5023_EN.htm

35 Reasoned Proposal for a Conucil Decision on the determination of a clear risk of a
serious breach by the Republic of Poland of the rule of law (COM/2017/0835 final).

3¢ Commission Press Release “Rule of Law: European Commission acts to defend
judicial independence in Poland”, available at http://europa.eu/rapid/press-release_IP-17-
5367_en.htm
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This discourse based on racism, xenophobia and incitement to hatred has
now expanded so significantly that in several countries it is dominating
the political landscape™’.

EU is now facing a values crisis. Under Article 2 TEU: “The
Union is founded on the values of respect for human dignity, freedom,
democracy, equality, the rule of law and respect for human rights,
including the rights of persons belonging to minorities. These values
are common to the Member States in a society in which pluralism,
non-discrimination, tolerance, justice, solidarity and equality between
women and men prevail.”

Can the European Commission unite EU Member States and
peoples? Can the European Commission enforce EU values and EU law,
through the infringement procedure under Articles 258-260 TFEU and
the special procedure established in Article 7 TEU? Are EU Member
States’ peoples willing to accept a political federal union beginning
with the Eurozone? Is the European Union ready for a federation? I
don’t believe it is feasible in the short term. Remembering Schuman’s
Declaration famous quote: “Europe will not be made all at once, or
according to a single plan. It will be built through concrete achievements
which first create a de facto solidarity.”

Unfortunately, recent years have weakened the sense of solidarity
among EU Member States, EU citizens and EU peoples.

37 See Statement by the UN High Commissioner for Human Rights, Zeid Ra'ad Al
Hussein on the Annual global update of human rights concerns, available at http://www.
ohchr.org/EN/NewsEvents/Pages/DisplayNews.aspx?NewsID=22772&LangID=E
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How we might recover from the economic and social
crisis through European integration deepening:
the proposals of Luigi Einaudi

Angelo Santagostino®

Luigi Einaudi in his European writings' anticipated today’s EU.
In particular in his two pivotal works of 1943 and 19442,
Many of Einaudi’s proposals are today embedded in the treaties’.

In this chapter I deal with the ones which have not yet been
institutionalised. This proposal is not just in the horizon of how
recovering from the crisis, it looks much forward.

Assuming Einaudi as “termine fisso”, by far a better expression
than benchmark, I articulate three proposals:

» The European Senate and the House of Europe
* The European Budget
» The European Army

Subsequently I will embed these proposals in a new structure of the
Treaty.

* Jean Monnet Chair ad personam at Yildirim Beyazit University, Ankara.

! Angelo Santagostino (Ed), “Luigi Einaudi, una visione liberale a guida della storia.
Gli scritti europei. Il commiato”, Edizioni Giuseppe Laterza, Bari, 2011.

2 Op. Cit., pp.47- 156.

3See, “Luigi Einaudi, the architect of Europe?”, Rivista di Studi Politici Internazionali,
July-September 2013, n.° 319.
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The European Senate and the House of Europe

Einaudi underlines* how it will be important to have, besides
a chamber of representatives also a chamber of states. The chamber
of states, working as a counter-balancing power to the federal gover-
nment. With the chamber of representatives as a sole legislative power,
no one could guarantee the progressive stripping of federate states of
their prerogatives and the transformation of the federal state into a
centralized super-State.

Taking Einaudi as “termine fisso” my proposal is that of transforming
the Council of the European Union into an European Senate.

As the Council of the EU, the European Senate will be formed by
the representatives of the Member States, but directly elected by the
people of Europe as permanent representatives, for the whole duration
of a legislative period of five years. Negotiations will determine how
many senators will represent Member States. Two-three per Member
State seems appropriate.

The institution of a second Chamber will call for a change in the
name of the first Chamber. The proposed name is House of Europe.
Consequently the European Senate and the House of Europe will
constitute the European Parliament

The repartition of competences between the Senate and the
House will be negotiated in the European Convention and later in the
Intergovernmental Conference called to modify the Treaties.

Here we advance two options:

First. In order to smooth the way of such a deep reform, the
European Senate will receive and retain all the present powers of the
Council of the EU. An evolutionary clause will indicate the period
and the modalities for establishing the new repartition of competences
within the European Parliament.

Second. The Convention and the subsequent IGC proceed directly
to define a new the repartition of powers between the two Chambers.
The new European Parliament will be elected by the people of Europe
just after the ratification and entry into force of the new Treaty.

In principle,

4 Op. Cit.,, pp. 210-11.
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* Member state-wide issues like Common agricultural policy
or local issues, like and Regional policy, could fall within the
competences of the European Senate;

* FEurope-wide issues, like SEM and Competition policy, could be
shared among the two institutions;

» External issues, like foreign policy and Trade policy, will be
attributed to the realm of the House of Europe;

* For other competences with internal and external relevance, like
Budget and Defence policy (we will come later to these two
points) shared competences would represent the best solution.

The European Budget

An European Federation, as Einaudi repeatedly wrote need a federal
budget. The principles he puts down can be validly used in the search of
new own resources. A very stringent problem today.

“On taxes attributable to the Federation” this is the title of the
section of Einaudi’s 1944 work where discusses about taxation. The
right to taxation, he writes, has to be stated in the Federal Constitution,
where the specific taxes must be listed.

The Federation holds the exclusive competence of external trade,
as we know.

Consequently all custom duties on imported goods have to be
credited to the Federation. At the same time, as “logical inference”,
also all excise duties must be credited to the Federation®.

“Import duties and excise duties are as Siamese brothers, where the
first are the seconds appear”.

Today excise are no more Siamese brothers of the duties. The
second have almost disappeared, while the first have tremendously
grown, as a result of the increase in public expenditures. However the
idea of Einaudi to finance the Federal Budget through the excise still
holds true. Inevitably on a repartition base with Member States, for
the reason above mentioned: excise constitute a relevant part of fiscal
revenues and their automatic transfer to the European Budget would
cause a huge fiscal crisis in Member States. A repartition system will
have thus to be studied and negotiated among the EU Member States.

5 Op. Cit. p. 91.
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This transfer should be coupled with a correspondent transfer of
spending competences from Member States to the EU.

Common army and common finance are inseparable terms. For
one year the common army could be maintained by the contributions
of member states [...]. But this system cannot last. With that system
nothing in common exists®.

Continuing to assume Einaudi as “termine fisso” our proposal is
that these new resources, in terms of a fraction of excise and production
taxes, should finance the progressive constitution of the European
Common Army.

The European Army

Concerning the need of an European Common Army we just limit
here to observe that Defence, on the base of subsidiarity principle is
a public good which can by far be produced in a more efficient way
at federal than at national level. According to the theory of fiscal
federalism, defence, being characterised by scale economies, should be
passed to the federal level, in order to be more efficient and effective.
We do not have here to spend words on the absurdity of keeping 27,
and tomorrow more, independent systems of defence trough Europe.
It is not just a question of efficiency but a question of how money of
European taxpayers is spent. The EU level ensures a better management
of these resources.

To be realistic we cannot think that this process could be involving
all 27 Member States at the same time. The Common European Army
has to be launched as enhanced cooperation. As we know Article 329 of
the TFEU allows enhanced cooperation in the field of Common foreign
and security policy under certain conditions.

Towards a two levels European Union

Enlargement and deepening of the European integration process are
alternative, but just in the present institutional setting. Differentiated
integration is the instrument endowed with the capability to make them
compatible. We can thus conceive a two levels European Union: a

5 Op. Cit. p. 208.
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confederal one and a federal one. The latter will be formed by countries
considering integrations as limited to custon union and trade policy,
while the upper floor will be for those seeking a federal— type political
union.

Concluding

Einaudi was absolutely concerned with the democratic character
of his proposals for an European Federation. The European Senate will
fill a democratic gap of the EU. Transfer of excise and production taxes
to the EU budget will pose the first stone for the construction of the
Common European Army.

A last consideration:

The time of small steps is over for Europe. Not even big steps will
be enough. Now is time to jump. Probably a jump into the unknown
of the differentiated integration: for that we need the courage of Jean
Monnet and Robert Schuman and the vision of Einaudi.

85






Solving the Eurozone Crisis — Banking Union and
Competition-based Fiscal Federalism

Ansgar Belke"

The North-South divide on the future of the euro is damaging the
EU. In this article, a compromise is suggested by which the two sides
might settle their differences to mutual advantage. However, it is also
shown that this solution is no free lunch.

After the European summit of June 2012 decided to break the
vicious circle between banks and sovereign states, it seemed that
political leaders were at last ready to deal with the threat to the euro.
But optimism was soon lost in the cacophony of rival interpretations
about what had been agreed. Still, the leaders had identified the critical
issue: weak banks and weak sovereign states are like two bad swimmers
that are pulling each other under water.

But which one should be saved first? Advocates of the Southern
view say we should start with the sovereign states, by throwing them
the lifejacket of joint-issued debt. In effect, richer countries would
guarantee at least part of the debt of weaker ones.

Representatives of the Northern opinion, especially Germany,
reckon instead that it is better to start by saving the banks. This would
be done through stronger central supervision and the mutualisation of
some liabilities in the banking sector, for instance through a joint fund
to wind up failing banks and provide a Europe-wide guarantee of bank

* Correspondence to: Professor Dr. Ansgar Belke, ad Personam Jean Monnet
Professor for Macroeconomics, UniversitaetsstraBe 12, University of Duisburg-Essen,
D-45117 Essen, Germany., e-mail: ansgar.belke@uni-due.de. (University of Duisburg-
Essen, Essen, Centre for European Policy Studies, Brussels, and Institute for the Study of
Labor, Bonn)
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deposits. In effect, depositors in solid banks would be guaranteeing the
savings of those in more fragile ones.

The Southern view is held by countries including Greece, Italy,
Portugal and Spain and, since Frangois Hollande took office, France.
The Northern approach is taken by Germany, Austria, Finland and the
Netherlands and was taken, while Nicolas Sarkozy was president, by
France. Both sides recognize the danger that debt mutualisation could
bring moral hazard (when protective measures remove the incentive
to curb risky behaviour) and higher costs for creditor countries. For
the North there is no getting around these problems. For the South
these risks can be removed, or at least mitigated, by a careful design
of the system. For instance, the Eurozone could impose conditions on
countries seeking the benefit of jointly issued debt.

The South considers the panic that can increase borrowing costs
and push countries into insolvency as the main threat to the Eurozone.
The North reckons that the principal menace stems from removing this
market pressure too quickly, dampening the need to reform.

Both speak of the political backlash. For the South it is excessive
austerity in debtor nations that should be resisted; for the North it is
excessive liabilities in creditor states that can cause resentment.

In some ways, though, the two sides are not so far apart. The North
concedes that it is necessary to have some mutualisation of debt, if only
to recapitalize banks. The South accepts that debt mutualisation must be
limited to avoid moral hazard.

The main argument of the South runs as follows: since the 1970s
economists have warned that a budgetary union would be a necessity
for a sustainable monetary union. But the founders of the Eurozone
ignored this warning. It is now clear that they were mistaken and that
the governments of the Euro area member countries face a hard choice.
Either they move to a budgetary union or they abandon the euro. A
disintegration of the Eurozone would produce huge economic, social
and political upheaval. If Euro area governments want to avoid this
they have to look for strategies that move us closer towards a budgetary
union.

A budgetary union, such as that of the US states, appears to be far
off. But perhaps there is a strategy of taking small steps that lead us in
the right direction. The Southern argument starts with the basic insight
that Eurozone governments issue debt in euros, which is a currency they
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cannot control. In contrast, standalone countries like the UK endow
bondholders with a guarantee that the cash to pay them at maturity will
always be available. The fact that governments of the Eurozone are
unable to deliver such a guarantee makes them vulnerable to upsurges
of distrust and fear in the bond markets. This can trigger liquidity crises
that drive countries towards default, forcing them to apply austerity
programmes that lead to recession and a collapse of weaker banks.
This is not to say that countries that have overspent in the past do not
have to apply austerity. It is rather that financial markets, when driven
by panic, force austerity on these countries with an intensity that can
trigger major social and political backlashes. The effects are there to see
in Greece, Italy, Spain and Portugal.

Proponents of the Southern view argue that some form of pooling
of government debt is necessary to overcome this failure. Thereby, the
weakest in the union are shielded from the destructive upsurges of panic
in the financial markets of a monetary union.

They acknowledge that those that profit from the creditworthiness
of the strong countries may exploit this by failing to reduce debts and
deficits. The second obstacle is that the strongest countries will pay a
higher interest rate on their debts as they become jointly liable for the
debts of governments with lower creditworthiness. Thus debt pooling
must be designed in such a way as to overcome these obstacles.

Moderate proponents of the Southern view agree, apparently in line
with the Merkel government in Germany, that three principles should be
followed. First, debt pooling should be partial —that is, a significant part
of the debt must remain the responsibility of the national governments,
so as to give them an on-going incentive to reduce debts and deficits.
Second, an internal transfer mechanism between the members of the
pool must ensure that the less creditworthy countries compensate (at least
partially) the more creditworthy ones. Third, a tight control mechanism
on the progress of national governments in achieving sustainable debt
levels must be an essential part of debt pooling.

The Northern view holds that the mutualisation of the Eurozone’s
debt to bring about the convergence of interest rates will not tackle the
root of the problem in the long run. Instead it has the potential to sow
the seeds of an even larger crisis. This is what happened in the early
years of the euro. A lack of discipline in countries such as Greece and
Portugal was matched by the build-up of asset bubbles in other member
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countries, such as Spain and Ireland. Structural reforms were delayed,
while wages outstripped productivity growth. The consequence was a
huge loss of competitiveness at the periphery which cannot be resolved
by the mutualisation of debt.

Debt mutualisation can take different forms. One is to mutualise
new sovereign debt through Eurobonds. Another is to absorb part of the
old debt, as advocated by the German Council of Economic Advisors,
into a partly gold-backed European Redemption Fund. A third means
is to activate the Eurozone’s ‘firewall’ by using rescue funds (either
the temporary European Financial Stability Facility or the permanent
European Stability Mechanism) to buy sovereign bonds or to inject
capital directly into distressed banks. Indeed, the ECB is already
engaged in a hidden form of mutualisation — of risk if not (yet) of actual
debt — through its programmes of sovereign bond purchases and its
long-term refinancing operations for banks.

The view of the North is that almost all these are bound to fail,
either for economic or political reasons, or both. Even financially strong
countries cannot agree to open-ended commitments that could endanger
their own financial stability or, given that they are the main guarantors,
the stability of the bailout funds. Also the danger of moral hazard is
ever-present.

Then again, any form of debt mutualisation involves an element
of subsidy, which severely weakens fiscal discipline: the interest
rate premium on bonds of fiscally weaker countries declines and the
premium for stronger countries increases. Fiscally solid countries are
punished and less solid ones, in turn, are rewarded for their lack of fiscal
discipline and excess private and public consumption.

If yields are too low there is no incentive for private investors to
buy sovereign bonds. The countries risk becoming decoupled from the
capital markets permanently and the debt problems become increasingly
structural.

This is true also for the ECB’s bond-buying activities. The credit
risk is rolled over from the bonds of the weaker countries to those of the
stronger ones, and the ECB is made responsible for its liability. Over
time, the ECB’s measures might even be inflationary. Having the rescue
funds buy bonds is little different, except that they lack the lending
capacity to be credible. If they are given a banking licence, as demanded
by France’s President Hollande, it would be no different from having
the ECB buy bonds directly.
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What about the European Redemption Fund (ERP) from the
Northern perspective? This type of fund could be of particular help to
Italy, which could unload half of its debt. But its partners could not
force Italy to tax its citizens to ensure that it pays back the dormant debt.
And with the assumption of debt, the credit rating of Germany might
drop, owing to the increase in the German interest burden. The pressure
on Italy and Spain to consolidate their budgets sustainably would be
reduced. Meanwhile, the problems of Greece, Ireland and Portugal
would not be solved, since these countries are unlikely to qualify for
the ERP.

In addition to moral hazard, there are political obstacles, which
would be most acute in the case of Eurobonds. Germany demands
political union before Eurobonds can be considered. But it is sometimes
said that this is putting the cart before the horse: a political union cannot
be created simply to justify Eurobonds. Advocates from the Merkel
government, like Finance Minister Wolfgang Schiuble, say treaty
changes and high-level political agreements would be sufficient to make
sure that Euro area member countries comply with all decisions taken
at the Euro area level. This became clear when Schiuble came up with
a plan to bolster the power of the EU’s economic and monetary affairs
commissioner. Even Mario Draghi, President of the European Central
Bank, has supported this German scheme to allow the EU to intervene
in countries’ budgets and propose changes before they are agreed in
parliaments. But the experience with Greece’s adjustment casts severe
doubt on the practicality of such a proposal.

The differences between Eurozone members — on everything from
respect for the rule of law to administrative capacity — are so great that
political union is unlikely to work, at least in the next couple of years. It
follows from the perspective of the North that the basis for Eurobonds
is extremely thin.

According to the Northern or German view, the introduction of
Eurobonds would in principle have to be backed by tight oversight of
national fiscal and economic policies. But there is no true enforcement
as long as the individual Eurozone members remain sovereign.

Intervening directly in the fiscal sovereignty of member states
would require a functioning pan-European democratic legitimacy,
but we are far from that. Voters in Southern countries can reject the
strong conditionality demanded by Brussels at any time, while those of
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Northern countries can refuse to keep paying for the South. And either
can choose to exit the Eurozone.

The emphasis on pushing through a fiscal union as a precondition for
debt mutualisation means the debate, at least in Germany, has become a
question of ‘all or nothing’: either deeper political union or deep chaos.
This narrows the strategic options for the players and reinforces the
North—South divide.

However, there is an alternative to cooperative fiscal federalism
involving bailouts and debt mutualisation. This is competition-based
fiscal federalism, of the sort successfully operating in the USA, Canada
and Switzerland, among others. These countries have largely avoided
serious and sustained public debt in their component states. Sub-
federal entities faced with insolvency have the incentive to take early
corrective action—without having to engage in centralized fiscal policy
coordination. This seems to be a compromise between the Southern and
Northern views.

To achieve this sort of federalism, it is necessary to separate the fate
of the banks from that of the sovereign states. What is needed is not a
fiscal union in first instance, but a banking union. It should be based on
four elements: a European bank with far-reaching powers to intervene;
reformed banking regulations with significantly higher equity capital
standards; a banking resolution fund; and a European deposit insurance
scheme.

A less comprehensive, more clearly delineated banking union
should be more acceptable for the North than the Europeanization of
fiscal policy as a whole. This is because it touches upon only a small
fraction of the fiscal policy areas which have to be subordinated to
central control in a fiscal union.

Obviously, a central resolution authority has to be endowed with
the resources to wind up large cross-border banks. Where does the
money for this come from? In the long run, the existence of a resolution
authority goes along with a deposit insurance scheme for cross-border
banks. This should — according to the German view — be funded partly
by the banking industry.

With the banking system and the debt crisis thus disentangled,
banking sector losses will no longer threaten to destroy the solvency of
solid sovereign states such as Ireland and Spain. Eurobonds will then
not be needed, and neither will the bailout of sovereign states. The debt
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of over-indebted states could be restructured, which means that the
capital market could exert stronger discipline on borrowers.

Two questions yet remain to be resolved. If the banking sector
is really to be stabilized, a solution will surely have to deal with the
devalued sovereign debt that some are holding. Would the banks not
be better off holding at least some Eurobonds instead of, say, Greek
or Spanish bonds? That said, Southern economists who advocate
Eurobonds need to find a way of making them politically acceptable.
And how much political union is feasible, or even desirable, just for the
sake of a single currency that many never loved? Critically, where does
the burden end up?

The existing banking union in the US has been very successful
in managing the local real estate booms and busts that the US has
experienced as well. A careful comparison of the cases of Nevada and
Florida (compared to Ireland and Spain, respectively) showed that these
financial shock absorbers display a higher shock-absorbing capacity
than could ever be provided by any ‘fiscal capacity’ for the Euro area.
The macroeconomic literature confirms this in the sense that it finds
that in the US, the shock absorption provided by financial markets is
much larger than that provided by the fiscal system.

Several channels can be distinguished through which regional
financial shocks are absorbed at the federal level in the US. The Federal
Deposit Insurance Corporation (FDIC) is the most visible one, but the
system of securitization of mortgages, especially the Government-
sponsored Enterprises (GSEs) contribute as well. Moreover, the large
banks, which operate nation-wide, dominate the banking sector.
They are capable of absorbing local losses in their overall results. By
contrast, in Europe large banks which are operating in different member
countries are still perceived as foreign banks outside their own home
country. Integration via international groups has so far been limited in
the Euro area (but has been very important for the new Member States).

The prevalent form of financial market integration across borders
within the Euro area is debt which in fact does not act as a shock absorber
in the case of systemic shocks. By contrast there has been much more
cross-border equity outside the Euro area through large-scale foreign
ownership of banks in Central and Eastern Europe.

Ifthe really important and costly shocks are national financial boom-
bust cycles, followed by a financial crisis, the question arises: What
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arrangement provides the best protection against these shocks? The
US experience seems to provide a clear answer: the shock-absorbing
power of explicit federal transfers is rather small, but the US banking
union provides important support in the case of large shocks to the local
financial system.

This has one simple implication: to insure its stability, the Euro
area needs a strong banking union, but not a fiscal union. The usual
argument that the former needs to be followed by the latter should thus
be turned on its head: an area with a well-functioning banking union
has much less need for fiscal shock absorbers and does not need a fiscal
union. From the latter, it follows that there is also no need for a political
union.

In a banking union excessive spending by individual member states
might lead to difficulties for the state concerned, but it should no longer
destabilise the entire system. This implies that political responsibility
for fiscal policy can remain at the national level. Technically speaking
one can thus argue that a banking union much diminishes the negative
external effects of excessive deficits and debts. The banking union thus
represents a key element to make the original Maastricht view with its
‘no bail out clause’ viable in reality.

Two elements of the US banking union which do not exist, at least
not yet, in the Euro area are widespread securitisation and the existence
of large banks that operate throughout the entire area. These two
characteristics of the US financial system allow it to absorb regional
shocks.

But these two characteristics also incorporate their own drawbacks.
Large banks tend to be more prone to generate systemic risk. Moreover,
it has been demonstrated that most of the growth in the banking sector
over the last decade has come from the largest banks. The drawbacks
of widespread securitization also became apparent during the ‘sub-
prime’ crisis when it was shown that the originating banks were subject
to serious conflicts of interests as they earned fees from originating
mortgages irrespective of the quality of borrower and his/her ability to
service the loans.

A system that deals more easily with regional crises might thus
have other drawbacks. The challenge for Europe will thus be to build a
system that breaks the ‘diabolical’ feed-back loop between weak banks
and their sovereign but one that is not dominated by a handful of very
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large banks which are then not only too large to fail, but also too large
to be saved.
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The institutional framework for the Eurozone

Antonia Calvo Hornero”

1) The ECB should be a central bank with the functions of a central
bank: a. No single lender ultimately , also lender in the first instance in
case of systemic risk b . Issuing bank c¢ . Help reduce if not eliminate
the relationship between banking and sovereign debt risk.

2) To establish a centralized Eurozone Treasury with responsibility
for: a. Mutualising public debt of countries ranked according to area
rating tables b. Differentiate through quality ratings of the public debt
of the Eurozone countries ¢. Conduct test of efficiency and compliance
with budgetary obligations of member countries to classify.

3) To establish a Bank or Economic Institute to grant financial
support to Eurozone countries, with stimulus measures to growth and
job creation. The EIB cannot meet the needs of youth employment even
with his initiative: “I work for the young.”

4) The Eurozone should be representative not only of austerity
and low growth. Adjustments are necessary but should never be
generalized because it generates concern among citizens and backlash
against the EU.

5) The citizens must see the EU as a zone of opportunities.

6) The appointment of the President of the European Council at
the European elections. By universal suffrage by agreement between
countries (intergovernmental).

7) President of the Commission shall be elected by universal
suffrage in the European elections.

* Catedratica de Economia Aplicada Catedratica Jean Monnet Departamento de
Economia Aplicada. Fac. de CC. Economicas y Empresariales. Universidad Nacional de
Educacion a Distancia. UNED. Ciudad Universitaria.
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8) Greater role to the Commission.

9) Excessive intergovernmentalism with clear predominance of the
major countries and national interests.

10) Return to the Community method.

11) Addressing the segmentation of financial markets.

12) Create an authentic European deposit guarantee fund that is
financial support for depositors Eurozone.

13) The Union Bank raised as this will not solve the debt sovereign
— debt bank.

14) The ECB should continue as the crisis persists to support
financial stability in the Eurozone as the lender in the first instance.

15) Financial system of the EU budget increase EU capacity
with sufficient own resources.

Keys words: central bank, Eurozone, national interest, systemic
risk, austerity, low growth.
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Cuius Europa, eius civitas:
Advocating for a uniform European law on citizenship

Antonio Papisca’

1. Why is there a single European currency but not a European
citizenship as a primary citizenship?

This is a question I have frequently found myself asking during the
2013 European Year of Citizens, when contemplating one of the many
hurdles that the European Union has yet to overcome.

Sustainability is the major challenge for the Eurozone, but the
response cannot be self-sustainability, as it has been so far, I mean
pursued in terms of mere monetary and financial technicalities. Social
cohesion, equal life conditions in the EU territorial space, and democratic
legitimacy are directly affected by such negative endogeneity, and
demand another way for political steering of the Eurozone.

The claim for ‘social Europe”has become a sort of perpetual leitmotif
but, although literally forseen by the Lisbon treaty, it would remain a
myth if it continues to be conceived separately from the paradigm of all
human rights for all, I mean separately from inclusive citizenship rights.
Needless to remind that fundamental rights are both civil and political,
and economic, social and cultural rights, to be realised accordingly to
the principle of their interdependence and indivisibility. This precise
axio-practical language should be daily shared by the Commission,
the Council and the European Central Bank, so to be consistent with
inclusive citizenship requirements.

Immigration and citizenship are issues that challenge the political
intelligence and the capacity for good governance of European Union
institutions, as well as, of course, of the governments of the member

* Prof. Emeritus, University of Padua. Jean Monnet Professor ad honorem.
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states. On this subject, which belongs ontically to the field of rights
which inhere to the “equal dignity of all members of the human family”,
it is necessary to achieve a quantum leap in the way both EU citizenship
and the institution of citizenship or nationality in general are conceived,
so that the ius humanae dignitatis (right of human dignity) prevails over
other parameters, especially over the discriminatory ius sanguinis (right
of blood).

Current international human rights law, which includes values and
principles of universal ethics to which European Union law conforms,
requires that protection under the human rights paradigm must be valid
not only for refugees, those requesting political asylum and migrant
workers, particularly in exceptional and dramatic circumstances, but
also for whosoever finds themselves residing in one member state or
another of the Union.

The considerations which follow move from the principle
that citizenship, in addition to being a specific fundamental right,
aknowledged as such by international law (Universal Declaration of
Human Rights, Article 15: “1. Everyone has the right to a nationality.
2. No-one shall be arbitrarily deprived of his nationality nor denied the
right to change his nationality”), is a civil and political status which
certifies the whole series of innate rights of every human being; finally
it 1s the officially recorded confirmation that the person as such is
‘subsistent human right” (Antonio Rosmini). This striking definition is
perfectly in line with article 1 of the Universal Declaration of Human
Rights: “All human beings are born free and equal in dignity and rights.
They are endowed with reason and conscience and should act towards
one another in a spirit of brotherhood” (my Italics).

It should be stressed that when a legal system recognises human
rights, it enters the advanced stage of civilisation of law that we can define
of fullness of law (plenitudo iuris). From the United Nations Charter
(1945) and the Universal Declaration (1948) onwards, international law
too has entered into this stage of human-centric maturity, where the
civilisation of law is stimulated to meet the civilisation of brotherhood.

The fullness of law in turn requires the fullness of citizenship
(plenitudo civitatis), both legally and logically. By this [ mean that the
universality of the rights of the person postulates the universality of
citizenship of those who, by ius positum, are recognised as original
holders of those rights.

100



Cuius Europa, eius civitas: Advocating for a uniform European law on citizenship

With the advent of the “new” international law — the Law of Human
Dignity —, the institution of citizenship is called upon to diversify and
to enrich itself, to pluralise, so to speak. Indeed, compared to historic
‘national’ citizenships, ‘universal’ citizenship acquires a primary
visibility which corresponds to the internationally recognised legal
statute of the human person and which is open to the grafting on of
national and sub-national citizenships (e.g. regional or municipal). But
in order for the graft to be successful, traditional citizenships, conceived
with a view to exclusion (ad alios excludendos: foreigners, non-EU
citizens...), must change so that they share the egalitarian and inclusive
ratio of universal citizenship.

The current human condition, marked by interdependency
at the planetary level and by the processes of globalization and
multiculturalization, but also by the internationalization of human rights
and the spread of the relative culture, urge rapid progress along the road
of pluralizing citizenship as an answer to the twofold requirement for
the respect of human dignity and for social cohesion within states.

2. Pluralizing Citizenship

This operation must concern primarily the European Union, as the
pioneer of pluralization of citizenship. As the original experiment in
multilevel and supranational governance, the EU is not only a /egal
space — with due consideration of the breadth of its rules, which in
many vitally important areas bring direct obligations for its citizens —,
but it is also a territory which can be used to exercise fundamental
rights and freedoms, including the free circulation of people, as well as
of goods, services and capital.

It should be noted that this territorial space is marked by a double
borderline, of the customs union and the Schengen rules, and that
refugees and other migrants, whether they land in Lampedusa or in
Greece or Spain, enter national territories from a formal standpoint
inasmuch as these are units of the Union territory.

Current “EU citizenship”, introduced by the Maastricht Treaty
which came into effect on January 1 1993, is derived citizenship, in the
sense that an essential pre-requisite is to hold national citizenship of one
of the member states, hence a citizenship the roots of which lie not in
the subject as a ‘person’ but in the subject who is a ‘citizen’ of any one
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of the twenty-eight member states. And so even in the broadened space
of the EU, which is innovative in many ways, the primary citizenship
remains the national one, often conceived by reference to ius sanguinis:
as a consequence, EU citizenship, too, remains encapsulated within the
common, traditional rationale of ad alios excludendos.

Note that in the EU Charter of fundamental rights itself, where
the natural subject of reference cannot be anything but the human
person in, as it were, the pure state of his onticity, without any kind of
discrimination or distinction, blatant contradictions can be observed:
the literal reference is sometimes to the ‘person’ subject (see, for
example, article 2: “Everyone has the right to life”, and article 15.1
“Everyone has the right to engage in work and to pursue a freely
chosen or accepted occupation”); elsewhere, when it is a question of
citizenship in the registry-administrative sense, it refers to the ‘citizen’
subject from one of the member states: see article 15.2: “Every citizen
of the Union has the freedom to seek employment, to work, to exercise
the right of establishment and to provide services in any Member State”
(my italics).

Faced with a situation which is unsustainable de iure and de facto,
EU citizenship must be made to evolve rapidly in line with logical,
legal and moral coherency, in other words, so that it respects the dignity
of the person and his internationally recognised fundamental rights. It
is a question of promoting EU citizenship from its subaltern role as a
derived citizenship to that of primary citizenship: and as such, full and
inclusive.

This operation, aiming to found EU citizenship directly on the
ius humanae dignitatis, having as its administrative-type parameter of
reference that of a ‘European’ ius soli, clearly requires a reversal of the
ratio which currently informs Union citizenship, and that the Union
draw up uniform rules governing the issue.

In short, the new founding framework should produce the outcome
that, being first and foremost a European citizen, one automatically
becomes a citizen of the member state where is resident. With
the following clarification: citizenship of the Union, as a primary
citizenship, in requiring that national and sub-national citizenships
conform to the supranational parameters of the ius humanae dignitatis
and of the European ius soli, would not eliminate the other (historical,
administrative...) citizenships, but rather, would emphasise their
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cultural value together with the principle of subsidiarity. The European
Union, as the laboratory where a new harmonious plural citizenship is
produced, would thus bring added value to the multiple identities of the
person and would stimulate awareness of the advantages of reaching a
further transcendent civic identity.

I am fully aware that this line of reasoning may appear to be a
both pointless and gratuitous jumping of the gun, if one considers, for
instance, that no uniform electoral law has yet been agreed for the direct
election of the European Parliament, while on the other hand, the single
currency, deliberated on in 1999, has been circulating since 2002...

The thorny issues surrounding national(istic) rules governing
immigration bear witness to the resistance that states, which hold the
monopoly of the institute of citizenship, put up against the challenge of
universal citizenship. Yet current historical circumstances are pressing
for a start on innovation in this extremely sensitive area.

3. Immigrant children, pioneers of plural citizenship

Currently, the status of children born of immigrant parents (who
are not citizens of an EU member state), some of whom were born
inside the EU but who in any case go to school and are developing their
personality within the territory of the European Union, constitutes a
sort of citizenship limbo.

The first step towards a Copernican revolution, or genetic
mutation, of the institute of citizenship, requiring the rejection of old
discriminatory parameters, should be taken — it is a duty and the right
thing to do — especially when thinking of these children and respecting
their best interests: it should be emphasised that precisely ‘the best
interests of children’ is a value and a principle enshrined in article 3 of
the international Convention on the Rights of the Child.

So the children of immigrants can be the trail-blazers and pioneers
of primary EU citizenship, as well as promoters of the same statute of
citizenship for their parents.

One could say, using evangelical language, that in virtue of this
human promotion, which as previously mentioned, is fruit of the meeting
between the civilisation of law and the civilisation of brotherhood (or
of love, if you will), the most vulnerable and the least become the first
on the European road of common good. “In the name of children” — as
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“in the name of the law”, citizenship would start to be purified by the
removal of the waste products of the ius sanguinis and a nationalistic ius
soli, and there would be encouragement to put solidarity and equality
into practice.

Contrarily to adults, children should not need to respect a minimum
time (3 or 5 years, or more) of residence: citizens at once, hic et nunc.

This operation is of crucial political importance, because it
necessitates the European Union providing itself with not only an
excellent framework of norms specifically relating to citizenship
for the children of immigrants, but also, as previously mentioned, a
comprehensive general framework of rules on this subject, which
would make the regime of citizenship uniform across all member states.
Moving from this first great step, one could count on the spill-over effect
that it would set in motion for successive broader and comprehensive
developments in terms of European political unification, too: in short,
single currency, single citizenship.

The states, currently floundering, to a greater or lesser degree, in a
mire of legal provisions which, in addition to all being different from
one another, are mostly discriminatory and offensive to human dignity,
should be delighted at the ‘European’ perspective outlined above: on
one hand, they would be relieved of political-administrative duties
which foment social conflict and threaten internal security; on the other,
they would be contributing to speeding up the political unification of
Europe to the benefit of social and territorial cohesion throughout the
whole European space.

One may expect that the gratitude of immigrants would translate
into behaviours showing sincere loyalty to and identification with
the symbols and institutions of the Union, reinforcing its substantial
legitimacy. The existence of a “European people” wold cease to be
a myth thanks to the formation of a nucleus of genuinely European
people, made up precisely, in primis, of the children of immigrants, and
which would act as a catalyst for an updated European identity, to the
benefit of everyone: united in diversity!

The important lesson in humanity and solidarity which would
follow, developing a healthy education based on the rights of the person,
is patently obvious.
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4. The role of local governments within the territorial space of
the EU

One could seriously suggest that, as a follow-up of the year
proclaimed European Year of Citizens, it should be the Municipalities
— territory, but not border — who promote the operation directed at a
proper pluralisation of the institute of citizenship within the territorial
space of the EU. Making a formal reference to the principle of the ‘best
interests of children’ in accordance with the aforementioned article 3
of the 1989 international Convention and the principle of subsidiarity,
they could approve a formal instrument to give all children who are
sons and daughters of immigrants, and together with them, all the other
children in their respective territories, a certificate of plural citizenship
(European, national and municipal), accompanied by the EU Charter of
Fundamental Rights, the Universal Declaration of Human Rights, the
national Constitution and the Municipal Statute.

I am thinking in particular of the Municipalities in those Regions
which are members of the ‘European Groupings of Territorial
Cooperation’, EGTC: for example, of “Euregio without Borders”,
made up of Veneto, Carinthia and Friuli Venezia Giulia, “Hospital de
la Cerdanya”, “Novohrad Nograd”, “European Urban Knowledge
Network”, “Eurorégion Pyrénées Méditerranée” and “Pons Danubii”.
As transnational territorial bodies, recognised as public legal entities
as specified in the relative EU Regulation 1028 dating from 2006, the
EGTCs represent emblematic ‘European territorial nuclei’ within the
EU space, legitimated as such to contribute significantly and to give
visibility to a specific ‘European’ ius soli.

It should be observed that with the advent of this new territorial
configuration, the political morphology of the EU territory has started
to redefine itself according to the requirements of multilevel good
governance stemming directly from the fundamental pole of the
dynamics of subsidiarity, precisely that of the local authority. And there
is another significant consequence: the value of local autonomy at the
European and international level, solemnly proclaimed by the specific
Charter promoted by the Council of Europe in 1985 and also ratified
by the EU member states, comes out stronger due to the fact that its
supporters are transnational territorial aggregations. And since the
EGCTs are by nature intercultural, and translate the aforementioned
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formula ‘united in diversity’ into facts on the ground, Local Authorities
which belong to them are formally legitimated, being plural citizenships
themselves, to usher in the age of Sole European Citizenship.

Set out thus, the subject promises many macro political and
economic consequences. Some fear that if it were to follow this path,
the European Union would lend itself to mass invasion by migrants
of various types, creating serious sustainability issues for the economy
and domestic security. On the other hand, human rights, starting
from the right to life and political asylum, are to be respected: it is a
question of respecting the law, as well as ethics. How to work through
it, within the cage of globalisation? Defending the status quo, from
one situation to another, from one emergency to the next, is absolutely
unsustainable. The answer must be found starting from the assumption
that the responsibility to protect and realise the human rights of all must
be shared at the European and world level, first of all to ensure that
everyone is better off in their own homeland, and that the choice to
emigrate is a free choice, not one forced upon people by the suffering
inflicted by dictatorships and by economic policies which deny life
and equal opportunity. And so what is needed are timely and effective
international social policies, but to define these it is necessary to make the
multilateral institutions function properly. And since state governments,
to a greater or lesser degree, are reluctant to commit themselves to
this end, in particular to establishing an effective government of the
world economy in line with the requirements of social justice and the
principles of the United Nations Charter, it will have to be the local
authorities which mobilise directly within the international institutions.
How? By practising city diplomacy, as theorised and supported by
reputed civil society organisations such as ‘United Cities and Local
Governments’ (UCLG), by penetrating and enlarging the ‘interstices’
which do actually exist within the sanctuaries of global governance: for
example, the practice of consultative status and the ‘Habitat’ structure
within the United Nations system, and of course the Committee of the
Regions in that of the European Union.

Local Governments are fully entitled to claim and share the
principle of the ‘responsibility to protect’, launched by the United
Nations at the start of the third Millennium looking to states as the main
subjects of reference. But people, families and groups have recourse
to local government bodies, as the institutions closest to them, to ask
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for protection, security and social services. Human rights are indeed
protected or violated in the places where people live their daily lives.

On this subject, a comment written by Eleanor Roosevelt concerning
the Universal Declaration of Human Rights is still relevant today:
“Where, after all, do universal human rights begin? In small places,
close to home — so close and so small that they cannot be seen on any
maps of the world. Yet they are the world of the individual person; the
neighborhood he lives in; the school or college he attends; the factory,
farm, or office where he works. Such are the places where every man,
woman, and child seeks equal justice, equal opportunity, equal dignity
without discrimination”.

Since the wars and the violence which come down on these small
places are decided upon in extra-national and supra-national arenas,
which are not under the control of the local authorities, it is in the
decision-making processes which take place in these arenas that the
local authorities must be able to participate in an appropriate manner.

May I remind that an explicit legitimation for the glocal role of
Local Governments comes from the United Nations Declaration on
the “Right and Responsibility of Individuals, Groups and Organs of
Society to Promote and Protect Universally Recognized Human Rights
and Fundamental Freedoms”, endorsed by the General Assembly of
the United Nations in 1998 and known as the Magna Charta of human
rights defenders. Article 1 establishes that “Everyone has the right,
individually and in association with others, to promote and to strive
for the protection and realization of human rights and fundamental
freedoms at the national and international levels” (my Italics). From
this statement one may deduce that the territorial space for actions
defending human rights has no borders and that the subjects who defend
them are individuals, groups and ‘organs of society’. The latter certainly
include local government bodies which, according for instance to the
Italian Constitution, are part not of the State but of the Republic.

5. Conclusion: EU leading by example

The assumption on which the reflections in this essay are based
is, as the great philosopher Jacques Maritain would say, a practical,
self-evident truth: the human being who, for one reason or another,
moves from one country to another and intends to live in one particular
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country, is a bearer of all the innate rights that current international law
recognises, equally, to all members of the human family. States differ
from one another as to attributes of position and legislation, but human
beings “are born free and equal in dignity and rights” and it is not states
that can change their vital essence. This is the ontological truth upon
which the ‘new’ international law is constructed, and the EU Charter of
fundamental rigths is a milestone of this ethical ius positum.

In this globalized and interconnected world, one can see, as if
in a crystal ball, the inequalities and discriminations which produce
generalized insecurity and precariousness.

At the start of the third millennium, it is no longer the time of cuius
regio, eius religio. Paraphrasing, it is the time of cuius Europa, eius
civitas, that is: a Europeam single citizenship as sustainability other
face of the single currency.
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Towards a political union with citizen support and
through treaty change

Beatriz Pérez de las Heras”

Whether they aware of it or not, Member States have consented to a
large transfer of powers to the EU since the beginning of the euro crisis.
The shift has been made at their convenience, either through secondary
legislation (e.g. six-pack), or simplified amendment of primary law
(e.g. Treaty on the European Stability Mechanism), or even through
politically heterodox procedures, which entail constitutional changes
(e.g. Treaty on Stability, Coordination and Governance in the Economic
and Monetary Union). European leaders are currently working on plans
for a bank, fiscal and economic union. Should these projects be finally
achieved, an enormous step towards an economic federation would be
taken. However, there is no sign that any EU political or democratic
structure will be adjusted in parallel with these practical measures.

So, how can European policymakers expect to make such a leap
without requiring consent from citizens and national parliaments?
Beyond the euro crisis, we are witnessing a larger challenge: the
sustainability of the European political project. How to retrieve the path
towards the political union that began 66 years ago?

We put forward some options in this brief text, in line with other
proposals advanced by scholars and think tanks that support a political
union:

* Professor of European Union Law Jean Monnet Chair in Interdisciplinary Studies
on European Integration University of Deusto.
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1. Reinforcing legitimacy for European integration through
greater citizen involvement

Citizens have traditionally been called to voice their opinions
through European elections, petitions to the European Parliament (EP),
applications to the European Ombudsman and referendums in some
countries to ratify treaty amendments. However, other channels should
be made available for them to participate in political choices facing the
EU.

One of them could be the European citizens’ initiative (ECI). As is
well known, the citizen initiative has to refer to an EU issue on which
the European Commission holds power to propose legislative acts.
However, with the Treaties that are in force, the EU and, therefore, the
Commission, has a limited ability for political decision making and
normative regulation in areas that have particularly become sensitive
for citizens in the last years of economic crisis, such as social policies,
employment, education or public health care, among others. Indeed,
employment is an area in which the EU only has competence to
coordinate national policies, as provided by article 5.2 of Treaty on the
Functioning of the European Union (TFEU). Social policy is a subsidiary
competence of the EU (article 4.2b of TFEU) and regarding human health
protection and education, EU action only complements and supports
Member States’ policies (article 6. a & e of TFEU). Nonetheless, based
on a literal reading of article 11.4 of Treaty on European Union (TEU)
and Regulation EU 211/2011 on citizens’ initiative, our opinion is that
these provisions do not prevent citizens from submitting an initiative
for the Commission to propose constitutive amendments with the aim
to enlarge EU’s powers on these areas in accordance with article 48.2
of TEU. The Commission could then elaborate a legislative blueprint on
the basis of the new provisions. In this vein, the ECI could specifically
serve to delve deeper into a more social and solidarity Europe.

However, the experience of the ECI in the first 5 years of functioning
has demonstrated the need to improve and simplify the procedural
requirements of this mechanism. If properly adjusted and handled by
civil society organizations, the ECI could fully exploit its capacity as an
awareness-raising tool and citizen-activating instrument. In the medium
and long term, this mechanism of transnational participatory democracy
could become a bottom-up instrument for political innovation in the EU.
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2. Shaping a more genuinely European political space

European elections of May 2014 brought along several institutional
modifications that were introduced in accordance with the Lisbon
Treaty. Instead, other changes of relevant democratic significance were
added with no treaty reform, following the European Parliament (EP)’s
proposals. One example was the election of the candidate to become
President of the European Commission by direct universal suffrage,
which has notably reinforced the democratic legitimacy of this position.

Other measures proposed that could indeed strengthen the
political capacity and responsibility of EU institutions should be the
free choice of the Commission members by the elected President and
the conferral of full legislative initiative to the EP. Likewise, the EP
should be attributed new powers that would strengthen its weight in
the EU decision-making, such as the ability to decide on new taxes
and approve new expenditure programmes, the capacity to approve
the candidate elected by the European Council to become President of
the European Central Bank or the power to exert political control on
the Common Foreign and Security Policy and economic policies. In
addition, the unification of the presidencies of the European Council
and the European Commission, as some proposals have already pointed
out, would indeed provide more visibility and legitimacy to the highest
political representation of the EU.

These last changes in the design of institutions would require formal
treaty amendments, but they would undoubtedly mark a great step
towards the establishment of a democratic political union in Europe.

Nonetheless, given the current state of Euro-skepticism, regardless
of how democratic and politically convenient it may be, no innovation
will be sufficient in the citizens’ eyes if it does not go hand in hand with
relevant progress in public social policies.

3. Considering the design of a new European social model

Beyond institutional renovation and full implementation of an
economic and monetary union, a future reform of the treaties should
make visible a supranational commitment to social progress that
guarantees basic social rights and their common financing throughout
the EU. Steps taken by the European leaders to address the euro crisis
have not worked and the austerity measures have even made matters
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worse. Living conditions have deteriorated across Europe, in particular,
in the Union’s periphery.

As indicated above, important progress is currently being made in
terms of integration in the areas of economic and monetary union. It
would now be desirable that a similar impetus could serve to consecrate
a minimum level of protection at the European scale for basic public
policies (employment, salary, pensions, social security, public health
care and education). In the same way in which maximum limits for public
debt and deficits have been imposed and the “budgetary golden rule”, as
well as other actions, has been introduced through constitutional reform
in some Member States, a European social system should establish some
legally binding minimum standards of social expenditure guaranteed by
all public budgets, according to the respective GDP.

Member States should transfer the necessary political and normative
power to the EU to develop social policies at a European scale financed
with common funds. This would require Treaty amendments through
the ordinary revision procedure (article 48. 2-5 of TEU). As a minimum,
the employment policy should be shifted from article 5 of TFEU to
article 4 of TFEU on areas of shared power between the EU and Member
States. This new legal basis would enable the European Commission to
propose harmonization Directives on employment and labour issues.

But, while awaiting a comprehensive development of the social
dimension, some initiatives could be put forward, among others, the
introduction of a European minimum income guaranteed and financed
by the EU budget to every citizen with no job and no social protection.
Though very specific, such action could serve as a catalyst for opening
the way to a more social Europe, in line with the European pillar of
social rights and other recent proposals. A European minimum income
could also contribute to reinforcing citizens’ identification with the
Union as their supranational political community. With the current
Treaties in force, there are several legal provisions on whose basis this
largely debated initiative could be introduced (articles 1 and 34.3 of EU
Charter of Fundamental Rights, article 25 of TFEU, article 153, 1h of
TFEU). Only political will would be needed to boost it.

At this time of citizen disaffection and populist movements
questioning the European integration, the return to a more social
Europe is probably the only way to attract citizen support and raise their
enthusiasm in favour of a project for political union.
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4. Opening a constituent process to reform the treaties through
a Convention

As a more open and democratic procedure, the Convention should
draft the institutional modifications, the new distribution of power
between the EU and its Member States, as well as the new constitutive
bases for the European welfare society. This amendment process
would also be very propitious to change the requirement of unanimous
ratification for the new texts to come into force. As an alternative, a
referendum at European scale to approve the new treaties provisions
would provide, for the first time, democratic legitimacy and direct
popular support to the process of European political construction.
Should this step be finally taken, we will have begun to build Europe
from the bottom up.

However, to reach this ideal horizon, it is urgent to first improve
the economic and social situation of millions of Europeans: with no
employment, no housing and no hope, citizens will abstain massively
from any call for political participation or, if they decide to participate,
they will take the chance to express their firm opposition to a Europe
they blame for all their suffering even though, with the treaties currently
in force, the EU does not have the political and legal power to resolve
these issues.

Beyond the euro crisis, the EU is presently going through multiple
crises: United Kingdom’s withdrawal, refugee crisis, security concerns,
institutional crisis due to the increasing weight of national governments
on EU policy-making, ...But, along its history the EU has overcome
difficulties and challenges even worse than the ones it is presently facing
(communism, fascism, totalitarianism,...), coming out reinforced from
these experiences.

Drawing on the lessons learned, the Union has to react and take
a step forward towards further political integration. The European
Commission, as guardian of the European integration, and the EP, as
representative of the European citizens, should take the lead of this
momentum. Jean Monnet stated: Europe will be forged in crises and will
be the sum of solutions adopted for those crises. It is up to the Member
States and the EU recognise this crucial moment as an opportunity and
make Jean Monnet’s vision to be right.
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Belgin Ak¢ay”

The European Union (EU) is the most successful example of
regionalism, to this day. It goes without saying that EU’s success is
due to the fact that from its inception it has had a very well planned
institutional structure. However, Eurozone, where the economic and
monetary union (EMU) is functioning still retains its position as a
region of crisis. As a matter of fact although several member countries
had experienced occasional economic crises since the time EU was
established, none had been as widespread and as deep as the most recent
one, nor had any of these crises lasted so long. In addition, this has been
the first crisis since the establishing of the Eurozone.

As a consequence, like macroeconomic imbalance procedure,
Euro+Pact, European Semester, Six Pack etc., several measures have
been taken not only to mitigate the repercussions of the crisis but also to
prevent other possible crises. Moreover, speedy efforts have been made
to render the Eurozone more effective. We will not focus on preventative
measures that have already been taken. Our views and suggestions
to your questions will rather be for a more effective, transparent and
democratic Eurozone and for the formation of a political union within
this region.

For a most efficient and democratic Eurozone

Despite the presence of certain issues that hinder Eurozone’s
effective functioning, Eurozone in itself is the greatest success of EU’s
economic integration, consisting of the integration of real and monetary
sectors of member countries. It is believed that the implementation of

* Professor of Economics in Faculty of Political Sciences at Ankara University, Jean
Monnet Professor (Chair).
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the following suggestions would strengthen this integration, ensure
the advantages of the economic union and ultimately enable a more
effective and democratic Eurozone.

Multi-Speed Eurozone: Eurozone consists of 19 countries with
heterogeneous economic structures. Taking these heterogeneous
structures into consideration, the approach of a multi-speed integration
that had been adapted for economic integration of the EU can also be
applied for a better functioning of the EMU.

Establishing an Institution for Supervision of Reforms: After
the Treaty on European Union was entered into force, the European
Commission has been responsible for determining decisive principles
regarding employment and economic policies, providing member
countries with specific suggestions for Eurozone countries. However,
this most recent crisis has proven that most of these suggestions were
not followed and many of the reforms have not been implemented by
many of Eurozone countries. The suggested reforms were crucial in
strengthening of vulnerable economies of the Eurozone, otherwise
these countries in question; increasing their competitiveness capacities,
decreasing structural differences between the economies of member
countries, hence, establishing economic union.

For this reason it is very important to have EU institutions monitor
whether the suggestions specific to member countries are implemented
or not and in certain occasions to impose sanctions on these countries.
To this end a mechanism similar to “the Single Supervisory Mechanism”
promoted for the supervision of the banking system can be established.
The structure of this system of monitoring and supervising reforms can
be made like which has been achieved in the Eurosystem. Therefore,
completely independent institutions like ECB and national central
banks, it can be established both on a national and Eurozone level (e.g.
Institution for Supervision of Reforms). Institutions that will monitor
and supervise reforms on a national level can act as branches of the
Institution for the Supervision of Reforms of Eurozone.

The task of these national institutions should determine whether
the suggestions are being followed; if not, it should inquire the reasons
and prepare reports outlining the findings. These reports, which will
be prepared annually, will then be submitted to the supranational
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institution for the supervision of reforms. This institution will prepare
a calendar for the implementation of the reforms taking into accout the
economic structures of these countries. To the countries who fail to
implement the reforms without valid reason, sanctions will be imposed.
Sanctions might include cutting back on financial aids and structural
funds provided from the EU budget; cutting back on aid from EFTA
financial mechanisms or bringing a ceiling to the project loans that will
be offered by the European Investment Bank.

The reports prepared by the monitoring institutions of all member
countries of the Eurozone, will then be made into one report by ‘the
Institution for the Supervision of Reforms’ and submitted to the Council.
The Council may decide to impose sanctions on countries that fail to
implement reforms within the suggested time frame.

The ECB and Legislation Process: The ECB, which has been
assigned the task of ensuring price stability within the Eurozone,
is in constant communication with the central banks of non-EMU
countries, within the European System of Central Banks. As the focal
point of Eurosystem, the ECB is responsible for the determination and
management of two macroeconomic policies (monetary and foreign
exchange rate policies). The ECB also has developed oversight policy
to ensure price stability. With this aim, it has put many standards in
Eurosytem. However, the ECB does not participate in any EU legislation
addressed to financial markets, although this is very important for
effectively implementing its responsibilities. In other side, it does not
coordinate its measures with relevant institutions. Thus, the ECB should
be actively involved in legislation process in order to both effectively
provide for coordination and to enforce its oversight rules.

Equal Participation to the Decision-Making Mechanism: The EU
owes its success in great part to its granting each member country equal
status and voting rights in decision making procedures of supranational
institutions, regardless of their size and economic power. This, in
time, has led member countries who initially had reservations about
narrowing the limits of their national sovereignty to be more willing to
delegate authority to supranational institutions or to allow them wider
authoritative power. This in turn has made European unification more
successful than other endeavors towards regionalism and has brought
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about advanced economic unification levels that had initially been
unimaginable. All these developments have also paved the way for the
discussion of a “Political Union”.

Today, however, it can be observed that the EU is making regulatory
changes which are against equal status and equal vote in supranational
institutions. The first of these changes happened in 2003 when voting
was changed within the Governing Council, that consists of the members
of the Executive Board of the ECB and the governors of the national
central banks.

This change holds that when the number of central banks that
are members of the Eurosystem exceeds that of 15 in the Governing
Council, the total vote cast will still not be more than 15. As from
the date on which the number of governors exceeds 15 (or 21), the
governors will be allocated to two groups (or three groups), according
to certain economic indicators (the size of GDP of a Member State and
aggregated balance sheet of its monetary financial institutions). For
example, as from the date on which the number of members of the
Governing Council exceeds 21, each member of the Executive Board
shall have one vote and the number of governors with a voting right
shall be 15. The latter voting rights shall be assigned. Therefore, in this
new system all of governors of national central banks will not have
equal voting right and voting will be conducted by turns. This change
that has been made within the top decision making body of the ECB
has paved the way for big economies to have more say about the control
of monetary policies. This practice wherein member states do not have
equal votes has been put into effect since 2011.

A similar case is also true for the European Commission, that is
the executive body of the EU responsible for proposing legislation,
implementing decisions, upholding the Union's treaties and day-to-
day running of the EU. According to the change made by the Lisbon
Treaty, the administration of the Commission will also be carried out
via a rotation system, to be effective by 31 October 2014. Unless voted
unanimously to be changed by the EU Summit, the Commission will
consist of the number equal to the 2/3 of the EU member states.

It is highly likely that the unequal standing within the functioning
processes of supranational institutions explained above would have the
outcomes listed below regarding the deepening of economic unification
and effective functioning within the Eurozone;
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* The suggestions for the implementation of a “common fiscal
policy”, a crucial prerequisite for EMU’s effectiveness and which
has become a current issue with the recent crisis may not even be
discussed at the Council level.

* The problems experienced within the Eurozone in regard to
maintaining financial discipline may continue. The member
states may be reluctant to implement measures towards financial
discipline taken in the aftermath of the crisis (or invent new ways
to bypass such implementation).

* The reluctance of member states may increase problems in terms
of shared competence or other economic issues within the close
coordination area. It is a known fact that the objective of creating
a “Single Market” had been established towards the end of 1980s.
However in spite of the 25 years that have passed, this objective
is yet to be fully realized

* The unequal standing of countries within the EU management
may prove to be an obstacle facing the “Single Market” objective,
it may even cause some fall backs.

« EU’s wandering away from equal status and votes within
the supranational functioning process may cause peoples of
countries which are to be subjected of rotation to have a negative
opinion about the EU. It has already been confirmed by Monti
Report (2010), that the peoples of member states are generally
disappointed in the EU. The unequal standing may exacerbate
these feeling of discontent on a larger scale.

* Furthermore, such an approach that imposes upon member states’
restrictive effective participation according only to the number of
states in the decision making mechanisims of the supranational
institutions may weaken the desire of establishing a political
union.

Political Union in the Eurozone

At present, just as it is the case with many member states outside
the Eurozone, it is highly unlikely for Eurozone member states to give
up their national sovereignty. In effect, since the inception of EU as
an idea, for which the acceptance of Treaty of Paris that established
European Coal and Steel Community, and then the establishment of
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the European Economic Community, had been the first steps towards
the creation of an even closer union, the accomplishment of fullfledged
economic integration, including formation of an Eurozone has not been
contemplated. In other words, in terms of economic administration as
well, the handing over of national power to supranational institutions
and the economic integration between member states have taken quite a
long time to reach their present state. Therefore, it is apparent that it will
be even harder for member states to give up their national independence
especially in regard to their foreign affairs. The political integration
within the EU area will happen slower than the economic integration;
hence it will take for the member states a long time to form a political
union.

Moreover, as explained above with the examples of the ECB and
the European Commission, the inclination towards not granting each
member of EU/Eurozone state equal status and voting rights within the
administration of the supranational institutions will weaken the ideal of
political integration, and will be detrimental not only for EU but also
for Eurozone in terms of political unification. No matter what their size
or economic power is, it would be hard for any leader of any member
country to explain his /her people the reasoning behind such inequality.
It is may be more convenient to think in alternatives;

» The first alternative: A step to be taken might be changing the
Treaty provisions mentioned above that prevent at least a number
of EU/Eurozone member states to take more active part in
governing and decision making mechanisims of the union in that
such restrictions upon member states will certainly, hinder the
ideal of political union.

» Thesecond alternative: In case of reluctancy in changing the Treaty
provisions in question, a two layered system may be establihed:
A parliament wherein all member states are represented (eg. a
senate) and a parliament wherein all the peoples are represented
(eg.house of representatives). This stratified structure may also
be a step towards realizing a federal EU, something that has long
been aimed at but is yet to be achieved.

* The third alternative: Just as it is the case at present, the number
of members at the level of decision making in supranational
institutions may be narrowed down. However, the establishment
of a control mechanism to control these decision making bodies,
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that would include all member states with equal say could be seen
as a political integration friendly approach.

As long as nation states maintain their current structures it will
be hard to achieve political union. However, supporting the idea of
decentralized administrative mechanisims for the regions in member
states will gradually strengthen the popular trend to favor the idea of a
deeper political union (likewise Pais Vasco, Scotland, etc.) acceptance
of the idea of a political union by peoples in the future. Therefore,
strenthening the idea of decentralization in governing European regions
in contrast to central governing power by way of a wider and higher
efficiency offered to the regional policies and structural funds might
be much more helpful on the way to political integration than could
be thought in advance. Because by this way it is possible to think that
when local populations came in contact with local governing bodies
in time, they might prefer local ones to the central national systems of
governance (proximity gives way to competence).

Another issue of equal importance, is the need to strive towards
the spreading of the idea of Europeanization, for both economic and
political integration. Establishing and spreading common economic,
political and cultural values via education would help the solution
of many problems experienced today within the EU/Eurozone. In
any case, without spreading the notion of Europeanization amongst
peoples, the realization of a political union is nearly impossible in the
short run Therefore any sound measure efficient in promoting European
Idendity as against national identities must be taken granted on the way
of Europeanization.
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Integrations Engineering — Challenges for Serbia and
EU

Boban Stojanovi¢*

Introduction

I live in a country where most citizens, politicians, and intellectuals
understand the process of European integration as the process of meeting
the formal requirements for accession to the European Union (EU). The
starting position deems it desirable for Serbia to become a part of the
family of European countries associated in the EU.

The stated goal — accession to the EU — is not debatable, even
though other options, such as neutrality or binding to the Euro-Asian
integration, have been offered. Geographically, there is no alternative
due to the fact that Serbia is located in Europe. Preference for accessing
integrative courses as an alternative for autochthony, self-sufficiency
and isolation is also indisputable.

In political and economic terms, it is possible to choose between at
least two options. However, the choice has already been made, as the
policy makers in Serbia, during a relatively long period of pronounced or
(more often) weak dynamics have created conditions for the beginning
of negotiations for accessing the EU. It is assumed that they (in the
name of the people) have carried out a good cost-benefit analysis, i.e.
realistically reviewed all advantages and disadvantages of joining the
community of most European countries. The fact that the negotiations
have started shows that the formal conditions have already been met.

* Prof. Dr. University of Ni§, Faculty of Economics. Trg Kralja Aleksandra 11; 18000
Nis; Serbia; www.bobanstojanovic.eu; e-mail: stojanovic@ni.ac.rs
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The essence of the process is rather controversial, as well as
the perception of European integration. The dilemma is whether the
process is seen as meeting the requirements of negotiation chapters or
a fundamental change of society and spontaneous (i.e. unconstrained)
acceptance of modern society norms. In other words, it would be ideal
that the negotiations follow a comprehensive transformation of society
and the relationship that a state has towards its surroundings. Like any
other ideal, this one is also aspired to, but it can never be accomplished
completely. Imperfect as it is, the real state of affairs should be as close as
possible to the ideal. In this context, the combination of constructivism
and spontaneity is fully emphasized. The first component implies the
task and responsibility of European integration policy makers, while
the second is a result of altered formal rules and the willingness of the
majority of population to change the perception of modern organized
society.

The change of institutions and consciousness should simultaneously
follow the negotiations. Is this feasible, and if it is, in what timeframe?
The answers to this important question are in the inventiveness and
creativity of elected representatives on the one hand, and the so-called
social genotype, including the willingness of people to change, on the
other. Having in mind the experience of countries within the existing
EU, especially those which are not (yet) outside the formal European
integration, the population shows the lack of desire to change, even if
the government is ready to meet the goal of a comprehensive society
change. Deficit or absence of one of the two factors, which influence
the fundamental reconstruction of society, gives only partial solutions.
Then, as a rule, the form, not the substance of the integration process,
is fulfilled.

Does the EU give ample cause for optimism in the implementation
of institutional change and awareness? While answering this question,
the following should be taken into consideration 1) a brief history of
integration and the results, which countries, comparable with Serbia in
key socio-economic criteria, have achieved, and 2) a vision of the EU in
the near and distant future.

I
After more than 25 years of the former socialist countries’ integration
into the EU, one can derive conclusions regarding the content and effects
of the process. Volume of the changes varies from country to country.
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The results of the procedures, which have been undertaken so far, also
vary. These differences in the integration engineering and the effects of
the changes suggest that the fundamental reconstruction of the economy
and society implies deep political and economic transformation. Insight
into the current results of transition in Serbia shows that significant
reform activities have been undertaken, but there is still no fundamental
reconstruction of the economy and society.

Clear definition of objectives, means and actors in the process of
economic and social change is an important prerequisite for successful
integration. In addition, the instrumentation implementation changes
must be adjusted to market economies and democratic society. To
achieve the objectives, it is necessary to change the institutional
framework, and in certain segments, the construction of new institutions
and constitution of new code of conduct.

11

The differences in the performance of European integration process
in some countries is not easy to explain due to the simultaneous effects
that economic and non-economic, external and internal factors have on
the course and content of the process. To achieve the goal of integration,
one must take into account all the parameters relevant to the process.
After reviewing the existing conditions, the change of the institutional
framework and, in certain segments, new institution building, are
initiated. The process should imply initial broad understanding of
institutions as a set of formal and informal rules that determine the social
relations through which regularities in the interactions of individuals
and social groups are exhibited.

In its broadest context of new-institutionalism, attention is drawn
to the analysis of free order and constructivism. Free order implies
respecting the rules, regardless of the intentions of individuals or interest
groups, which are formed as a result of historical processes of shaping
social relations. Formed over a long period of time, such rules become
laws, which are verified in everyday interactions of individuals, social
groups and institutions. These general rules are based on tradition,
customs, religion, culture. Since the informal rules are exhibited
independently of the needs and demands of a social process, their
effect on the process has parameter character. As objectively given and
immune to the influence of individuals or groups’ will, informal rules

125



Boban Stojanovi¢

are not subject to “violent” changes. Spontaneously established rules
should not be changed by economic or any other interventionism. It can
even be argued that interventionism is harmful because it represents
a violation of the natural order. At the same time, states must ensure
the respect of the rules, necessary for the operation of the spontaneous
order, and their evolutionary development.

Constructivism refers to the design of standards created in the inner
circles of experts and/or politicians. If one would achieve spontaneous
construction of the desired state, the process would require a long period
of time. Time, however, is a very limited factor. Therefore, creation
and (violent) implementation of solutions that should generate new or
modify the existing institutions to accelerate the process of achieving
the goals, seems quite rational. Examples include newly created EU
standards in monetary and fiscal policy. Is the EU, in this respect, a
good role model?

1

For eurosceptics, many problems in the functioning of the EU
are evidence of powerlessness of ideas and institutions, while for
eurofanatics EU is a supranational ideal community that, regardless
of the short-term distortions, in the long term functions harmoniously
and in accordance with established rules. More moderate supporters
of European integration suggest flexibility measures and resistance to
internal and external shocks. Problems with the implementation of the
Lisbon Agenda, the instability of the monetary union and the lack of
a unified fiscal policy and the global economic crisis have accelerated
the search for an exit strategy. Faced with the imbalance between the
proclaimed goals of the Lisbon agenda and the actual situation, in
2010 the European Commission launched a common platform, called
Agenda 2020 with the aim of finding a way out of the economic
crisis and preparing the EU for the leading role in the world in the
next decade, based on the new development model. The shift toward
economic issues, which take precedence over the political, is rather
striking. Policy priorities are essentially economic: growth based on
knowledge (knowledge, innovation, education and digital society),
sustainable development (efficient production while increasing
competitiveness), increasing employment and reducing poverty.
However, in 2011 Greece opened Pandora's Box: the uncontrolled
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budget deficit, economic dysfunction, high unemployment, huge debt,
the collapse of the bond, a decline in GDP. EU citizens have begun to
live in risk and uncertainty. It has become clear that the convergence of
Europe 2020 objectives could not be achieved without stable monetary
and fiscal union and clear binding rules of conduct. This was done in
2012 by Agreement on fiscal discipline. Eurozone tends to control the
crisis, which, not coincidentally, has resemblance to Bretton Woods’s
reincarnation. Temporary European Financial Stability Fund has been
rapidly transformed into a permanent European Stability Mechanism
(ESM) with an initial capital of 500 billion euros, with the prospect of
increasing. The Fiscal Compact, as an exit strategy of monetary union,
gives the Eurozone the opportunity to use better ratings of the relevant
agencies to eliminate concerns of the population and potential investors
about the precarious and weak Europe, whose leaders have not had
enough ingenuity to prevent distortions.

Agreement on the fiscal discipline requires of the Member States
to include the legal limits of the budget deficit from 0.5 % of GDP and
public debt from 60 % of GDP in their legislation. Temporary deviation
from this "balanced budget rule" is allowed only in exceptional economic
circumstances, for example during severe downturns in the economy. If
government debt is significantly below the reference value of 60% of
GDP, the limit for the deficit can be set at 1% of GDP.

The “debt brake” is activated automatically after exceeding the
limits, which will expose the state to the punishment of the European
Court, which defends the interests of the EU as a sovereign fiscal union.
With this agreement on a common fiscal policy, the ESM activism,
stability and economic growth in the Eurozone become possible, even
probable. Prudent budgetary policy is essential to keep the level of debt
under control. The question of scheduled implementation remains due
to at least two problems of mismatched economic potential of member
states: 1) unity in terms of monetary policy is necessary for the full fiscal
union and 2) numerous consequences of sovereignty loss and (further)
transfer of authority from the national level to the European Commission.

Time is a very limiting factor for the EU as well. EU must not allow
the extensiveness of the implementation of commitments and disregard
for common measures adopted. If crucially important documents of
Maastricht and Lisbon have been stumbling, and even straying for 20
years, the implementation of 'new Maastricht' is expected to be rapid.
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Proclaimed fiscal union is an important stage towards a federal
political structure of the EU. This fits the long-term goals of the Lisbon
strategy and the creation of the United States of Europe. However,
the fact is that more intense the road to federalism has been forced by
the crisis, not as a result of spontaneity. Problems in functioning are
evident, at least due to the orientation of UK and Denmark not to join
the monetary union. The long history of these countries has shown side
problems of Greece, Spain, Portugal or Italy. But what if these countries
face these or other economic or political challenges? Further problems
are related to various levels of productivity and purchasing power in
different parts of the EU, which prevents the desired functioning of a
single market. The budget deficit, the volume of debt, unemployment,
and other parameters are outside the proclaimed goals of Maastricht,
and therefore the Fiscal Compact. The single market is distorted in the
financial area with vast differences in, say, interest rates on government
bonds. In addition, the creation of a fiscal union is a project of political
leaders who articulate interests of the people. However, these people may,
in changed circumstances, impose other solutions that may be contrary
to the intentions of the creators of recovery plans. Constructivism, as
an approach to problem solving, has to give way to spontaneity, so that
the broad layers of the population could embrace measures and act
accordingly. Both citizens and businesses should feel the benefits of new
rules. Thus, the EU leaders would not have to explain high intellectuals
that the changes have actually been accomplished in their favor.

Last but also quite important is the competition of forces of
economic and political power on a global scale, which questions the
realization of long-term goals of the EU as a world leader. A good
example is China, which in the past twenty years has recorded much
higher growth rates. Economic trends in the U.S. as the most important
trading partner have traditionally been more favorable than in the EU.
The difference in productivity on the world level has caused similar
problems as within the EU. Many serious analyses indicate a long-
term loss of EU competitive advantages, so that the leadership on a
global scale is very uncertain. One of the dilemmas is whether to use
the exchange rate to increase the competitiveness of the non-European
markets and stimulate economic growth. According to some analysts,
euro appreciation is the reason for the euro devaluation.
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The Fiscal Compact is a good anti-crisis solution. However,
eliminating the existing problems is not a solution for itself. There should
be a permanent mechanism for anti-crisis activities. Citizens must begin
to live within the limits of their possibilities. With good intentions of the
Fiscal Compact and political willingness, monetary union might have a
way out of its vicious cycle. Institutional, organizational and normative
base should be permanently completed.

Otherwise, the EU can expect new challenges, perhaps even greater
than those which have awakened it from comfortable daydreaming
about harmonious functioning. The conflict in Ukraine and the latest
immigrants crisis was again shown that even the fundamental principles
of the functioning of the EU are vulnerable.

What is necessary for better future is a sharp approach on a wider
platform of the EU, not just in the monetary union. The harder way
will remove the negative effects of the past, and then individual, but
supervised, implementation of recovery plans and the Covenant by
States will follow. Therefore, the extracted federalism may become
normal in the long run.

v

The candidate countries for EU membership have faced even more
challenges. Fulfillment of the requirements of Copenhagen is only a
necessary but not sufficient condition for achieving the objectives of
Agenda 2020. Serbia will also face many challenges of convergence.
Through the implementation of the Stabilization and Association
Agreement, and the started Accession negotiations, Serbia accepts the
rules and adopts the acquis communautaire. But, is the vision of the
EU at the same time a Serbian vision, since for the period covered by
the strategy 2020, Serbia will not be a member of the EU? Serbian
Strategy 2020 does not exist. One gets the impression that the political
elite circles do not have their own vision and cannot, even formally,
share the vision of Europe 2020 with other countries. Apart from that,
the overall objective should be the same, in order to stabilize economic
development, realize the production and export development model,
and consequently increase employment, living standards and social
security of citizens. If we take into account that Serbia is not affected by
the Fiscal Compact measures and the fact that the budget deficit in 2014
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was 7% of GDP, and the share of public debt to GDP ratio in excess of
65%, Serbian future is full of challenges.

As it does not participate in the institutions of the EU, Serbia has
to formulate its own goals, which, having in mind the proclaimed
convergence, are compatible with agendum 2020: 1) the establishment
of a development model based on the production and export of goods
and services and the rational use of natural resources, especially energy,
2) adoption of long-term program for development of entrepreneurship,
re-industrialization, strengthening competitiveness and modernization
of the economic structure, 3) employment increase, 4) adoption of the
program of human resource development, increasing the number of
high educated people, especially in the natural sciences and IT sectors,
reducing the ‘brain drain’, 5) investment in knowledge, research and
technology development work at least 2 % of GDP in the 2015 and 3
% in 2020, 6) implementation of the state program of deleveraging,
businesses and individuals, 7) implementation of necessary reforms
in the country, especially the territorial organization of the public
administration, pension system, etc.

This holistic approach would allow Serbia to follow European
political and economic trends. But for Serbia, as well as for other
candidate countries, there is a circulus vitiosus: the output of the general
economic and social problems would be faster and easier to achieve if it
were an integral part of the EU which required achieving standardized
performance as a condition for accession. One gets the impression that
the latest EU measures have made the accession more distant. This
brings us back to thinking about the integration engineering, which must
rely on its own strength, with a slight help of the pursued communities.
This certainly means a slower and less efficient path, and so the future
of Serbia in EU becomes very distant. Other solution is fast connection
of Western Balkans to the EU. It would not be a precedent, because
some decisions about access have been adopted based on the dominant
political criteria.

Key words: EU, Serbia, association, constructivism, spontaneity,
future, crisis, Fiscal Pact, federalism, European stability mechanism.
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Memo regarding Jean Monnet Action call for papers
regarding measures countering Europe’s economical
crisis

Carl Michael von Quitzow"

The present economic crisis calls for extension of the Unions
competences in the field of economic policy. In this respect it should
also be born in mind that major extensions of competences of the Union
have taken place in times of economic crises and their aftermath. The
internal market program is one exampel hereof.

The internal market program provided market access for products,
mainly on the basis of the principle of mutual recognition or the
fulfillment of common standards (CE-marking). However, the mrket
access did not affect competition relations in and between the Member
States. This is a major lacunae which has become more urgent to
regulate at the union level, particularly in the EMU-perspective. This
will be further elaborated below.

The union has a well functioning competition towards private
undertakings. However, competition policy towards state measures
distorting competition can more or less be described as a "lame duck”.
In my book ”State Measures Distorting Free Competition in the EC”,
Kluwer Law International, the Hague 2002 (with foreword by Prof. L.W.
Gormley, Rijksuniversiteit Groningen) these issues are thorougly dealt
with. It should also be mentioned that this study was a Jean Monnet-
project. One conclusion in this book is that the EMU calls for action
at the union level towards state measures which fetters competition.

* LL.D., Jurdr., Jean Monnet Professor of European Law. Faculty of Law,
Lund University; Sweden; E-mail: carl.michael@vonquitzow.com Homepage: www.
vonquitzow.com; Telephone: 0046-70- 592 26 62; Adress: Ankargatan 9, SE-211 17
Malmo, Sweden.
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The case law of the EU-Court is also insufficient and do not meet the
requirements to ensure efficient allocation of products and production
resources. In order to maintain stability within a currency union efficient
competition must be ensured. Not only towards private undertakings,
but in particular towards state measures such as public monopolies,
public undertakings and anti-competitive legislative measures.

Market access is not synonymous with efficient competition,
although it is the most important prerequisite for creating a market with
functioning competition. In this respect, a comparison with the USA
seems relevant. The U.S. is also an economic union, where production
and productio factors such as labour. The production factors move
between the different state due to economic prerequisites based upon
undistorted competition. The movements of the production factors may
sometimes be very fast, leaving behind ghost cities and unpopulated
areas. USA may be one extreme in one direction, but the EU is the
other extreme in the different direction. One other important problem
is the lack of movement of non-academic eductated labour. The EU has
a language problem which in some extents hinders movement of non-
eductated labour force, which is non-existant in the USA above. This
is a particular problem which must be highlighted in the perspective of
the 2008 economic crisis and counter measures havet o be adopted to
enhance moveability of non-educated labour forces.

As indicated above various forms of state interventions on the
market fetter competition between the different market operators.
Particularly, various forms of monopolies and public undertakings
prevents functional competition, which collides the proper functioning
of a cuurency union, which pressuposes functionable competition for
the efficient allocation of production factors. Moreover, many of the
Member States go© 4 :nts expressively acts against such competition
between the various systems of the Member States. But there are ways
to combine interests of the Member States with the requireents of the
union of functional competition.

For instance, state ownership can be replaced by concession
systems which result in that market operators compete with each other
regardless of the ownership situation. Other forms of anti-competive
legislation of the Member States must be cleared away by actions at
the union level. This calls for a wholly new union policy against anti-
competitive state action. The market access perspective of the internal
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market programme must now be replaced by a competition policy
towards state measures, which is supplementary to the competition
policy towards private undertakings (Articles 101 and 102 of the Treaty
of the Functioning of the European Union). As mentioned above this
is of particular importance in the EMU-perspective (see Quitzow,
State Measures Distorting Free Competition in the EC, p. 267pp.).
Furthernore, such a policy also calls for a unification of economic
structural policies and budgetary policy measures at the national level
in the Member States. The sole reduction of public expenditures in the
Member States having economic structural problems may also prove
to be counterproductive. Unilateral budgetreductions do not affect the
main problem. Lack of actions regarding economic structural problems
may only lead to moving the problems forward with an uninevitable
increase in costs for both the Member States concerned and lenders.

This calls for increasing the economic structural and budget policy
competences of the EU. The present situation provides a favourable
situation to take such necessary steps. Such decisions must not be limited
to the EMU Member States but should be applicable to all Member States
of the EU. Such changes in competence may strengthen the possibilities
of the Member States to regulate market forces to ensure functional
competition between the market operators as a whole. Thus, Member
States may regain competence when acting together at the EU-level.
Accordingly, it must be pointed out that an increase of union competence
follows the development of global economic operators, which are more
or less immune towards actions from individual Member States.

Thus, I recommend you to read my study mentioned above and to
take steps towards a new competition policy towards anti-competitive
state measures and to increase the competences of the EU in the field of
economic policy, in particular regarding economic structural policy and
budgetary policy, which not necessarily will affect the fiscal policies
of the Member States. In this respect I would recommend you to make
evaluations of federal and state economic policies in other federal states
as the USA, Canada and Australia.
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Vers une Union européenne fédérale et politique

Carlos Francisco Molina del Pozo”

1. Introduction':

La situation actuelle dans laquelle nous vivons n’est pas la plus
favorable pour développer le cadre politique et institutionnel que les
peres fondateurs des Communautés européennes ont congu dans les
années cinquante. Des allusions continues concernent la désunion
et la fragmentation de 1’Union européenne, en plus de la création et
I’apparition des groupes sociaux et politiques populistes et euros
ceptiques qui sont déterminés a créer une image de nationalisme agressif
au sein du contexte européen. Toutefois, le fait que I’Union européenne
contient dans ses genes la recherche de la paix, I’accord et 1’unité
dans la diversité est connu par tous et il est ancré dans ses principes
et droits. Vraisemblablement, cette logique prévaudra sur toute autre
manifestation contraire a 1’avancement de I’intégration. Pour faciliter
cette transition, dans une période si sensible, nous essayons d’offrir
et formuler, dans les lignes qui suivent, un ensemble d’éléments pour
¢tablir un nouveau modele européen.

En 1995, I’'Union Européennve devient un groupe de quinze Etats
membres, encore gouvernable, ou les accords et les politiques communes
¢taient courantes et possibles, réalisant des progrés a grande vitesse.

* Professeur de Droit Administratif. Professeur Jean Monnet ad personam
Droit Communautaire Université d’Alcala de Henares; Président de 1’Institut Euro-
Latinoaméricain d’études pour 1’intégration.

! Dauteur tient a souligner la collaboration de Pablo Molina del Pozo Martin,
collaborateur de ma Chair Jean Monnet de Droit de I'Union Européenne, actuellement en
service comme agent contractuel aupres de la DG DEVCO de la Commission Européenne,
dans la préparation de ce texte.
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A notre connaissance, I’analyse erronée de la situation a commencé
au moment de la non-ratification de ce qu’on appelait alors le “Traité
Constitutionnel” de 2002. A ce moment-la, au lieu de rechercher les
causes qui ont conduit a ce recul et d’approfondir 1’analyse des divers
problémes qui avaient ét¢ constatés dans sa propre intégration, I’Union
Européenne a décidé de réaliser le plus grand élargissement de son
histoire. En effet, le ler mai 2004, dix nouveaux Etats ont rejoint
I’Union comme membres a part entiere. Ainsi, dans le débat entre
I’approfondissement et I’¢élargissement, c’est ce dernier qui a remporté
la victoire. Trois ans plus tard, la Roumanie et la Bulgarie y ont adhéré
(2007) et, enfin, au moins pour le moment, I’entrée de la Croatie a eu
lieu en 2013.

La breve description ci-dessus est jugée nécessaire afin de mettre
sur la table un premier ¢lément que nous défendons depuis 2002, c’est-
-a-dire la dichotomie entre I’approfondissement et 1’élargissement.
Comme nous avons annoncé précédemment, la solution qui a été
choisie était de procéder a un élargissement substantiel de 1’Union
Européenne, mais sans omettre de réaliser en méme temps des réformes
institutionnelles qui rendraient possibles les adaptations nécessaires afin
de recevoir les nouveaux Etats a venir. La recherche de changements
dans la structure institutionnelle des Communautés Européennes nous
semblait essentielle pour établir les adaptations qui permettraient une
bonne adhésion de plusieurs Etats sous les mémes conditions que tous
les élargissements précédents.

Les mécanismes de fonctionnement des institutions de I’UE, qui ont
¢été congus des le début et qui sont utilisés depuis les années cinquante,
avaient besoin de changements et de réformes qui permettraient de
soutenir presque cinq fois plus d’Etats membres qu’initialement prévu.
Par conséquent, I’une des premieres conclusions que nous tirons est qu’il
est inévitable de procéder a une réforme profonde de ces institutions
comme un premier pas avant de continuer avec ¢largissements qui sont
en cours. Sans doute, ces réformes constituent une «conditio sine qua
nony, parce que sans elles une Union Européenne avec plus de trente
Etats ne serait pas gérable en aucune fagon et finirait par se faire briser
par un de ses ¢éléments les plus forts et plus décisifs: celui de I'unité
dans la diversité.

En définitive, un grand débat est toujours en cours entre ceux qui
préconisent des réformes minimales et ceux qui ont, comme nous,
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préconis¢ la nécessité des changements réels et authentiques en
profondeur qui peuvent mener méme a la création d’une nouvelle Union
politique et fédérale. Nous allons discuter ce sujet plus tard, en analysant
une série d’idées et d’approches novatrices que nous soutenons depuis
des années et que nous avons présentés a plusieurs reprises dans des
interventions orales. Ces idées et approches nous essayerons de les
résumer et de décrire dans ces pages.

2. La réforme nécessaire:

Aujourd’hui, il s’agit de concevoir I’avenir. Dans ce moment
historique, comme tout ce que nous connaissons déja devient faible,
nous ne pouvons avancer qu’en faisant de grands sauts. Etant des
européistes convaincus, nous devons agir de maniere firme et sire afin
d’achever une stabilité durable pour I’Union Européenne. Il faut adapter
le systéme institutionnel actuel aux nouvelles réalités qui composent
le panorama riche, profond et large de I’intégration européenne. Les
réformes sont essentielles pour relever les défis futurs et elles doivent
se faire avec toute la vigueur et la profondeur possible, imaginant un
nouveau modele qui soit utile et efficace pour atteindre les objectifs de
I’intégration au sein des prochaines décennies. Pour obtenir ces résultats,
il est nécessaire, comme nous avons déja signalé, de faire des réformes
profondes et de mettre de coté les réticences et d’autres approches qui
justifient, entre autres choses, des tendances nationalistes. Il ne suffit
pas de faire des simples retouches qui ne cachent pas la faiblesse du
modele actuel.

2.1. La nature juridique:

Le modele actuel ou se retrouvent toujours la supranationalité
avec [’intergouvernementalité, est-il la structure optimale pour
comprendre les réalités actuelles? Ou, au contraire, avancer vers une
plus grande intégration, grace a I’introduction d’éléments qui auraient
une plus grande participation dans le développement des compétences
fédéralistes. Peut-&tre cela pourrait nous donner la bonne clé pour
déverrouiller la situation actuelle.

Bien que le résultat a obtenir semble assez complexe, maintenir
la tendance vers la mise en ceuvre d’une nature fédérale est plus que
plausible. Méme si cela pourrait étre considéré comme «atypique» ou
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«sui generisy, il ressemblerait peu, voire pas du tout, aux régimes utilisés
actuellement dans des pays comme 1’ Allemagne ou les Etats-Unis. Nous
trouverions une nature juridique pour I’Union Européenne typique des
systemes fédéraux et avec des tendances majeures a leur égard, méme
avec I’existence de nombreuses nuances qui donneraient une dimension
atypique aux modeles fédéraux classiques et expérimentés. Il s’agirait
de concevoir la naissance d’une fédération européenne adaptée a ce
que nous voulons constituer comme axe de I’existence du modele qui
sera mis en ceuvre dans le cadre de I’Union et pour une période future
d’intégration réelle entre nos peuples et nos cultures communes et, en
méme temps, diverses dans I’unité.

2.2. La question des futures adhésions:

Un deuxieme ¢lément a analyser serait les perspectives immédiates
par rapport a ce que les élargissements ont été et si nous devrions
continuer avec elles. Sinotre réponse est positive, quelles sont les limites
et par rapport a quels nouveaux modeles? Est-ce que I’adhésion des
treize derniers Etats ferme-t-elle le processus d’adhésion de nouveaux
Etats a I’Union? Qu’est-ce qui se passera dans 1’avenir et qui seront
les prochains? Les questions soulevées ci-dessus ne sont pas les seules
qui peuvent &tre examinées. Il convient sans doute formuler d’autres
questions, peut-étre dans un ordre logique de méthodologie applicable.
Dans ce sens, que veut dire «élargir? Elargir vers quelle direction?
Qui sont intéressés a élargir? Comment et quand? Avant de répondre a
toutes ces questions, il conviendrait de mettre le point sur la nécessité
d’établir des limites de caractére géographiques pour une conception
sérieuse de I’avenir de 1’Union Européenne et son développement,
comme le Groupe des Sages présidé par I’ancien Premier ministre
belge Dehaene a déja fait il y a quelques années dans son rapport sur
les implications institutionnelles de 1’élargissement. D’un point de vue
empirique, nous avons devant nous un exemple clair du risque associé
a la faute de réflexion sur le sujet. Dans ce contexte, nous croyons qu’il
n’est pas trivial du tout le fait que 1’'une des considérations que I’Union
Européenne a dii mettre sur la table pour résoudre le grave probléeme
actuel de I’immigration a été¢ de faire des concessions exorbitantes a
la Turquie en ce qui concerne 1’accélération des négociations pour son
adhésion a I’Union.
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Nous sommes convaincus qu’il s’agit d’un fait qui est pertinent, car
il crée des précédents qui peuvent €tre considérés dangereux dans le
contexte des négociations normales en cours pour 1I’adhésion de futurs
Etats qui devrait certainement étre attendue dans les prochaines années
et parce que cela montre, encore une fois, la fragilité qui caractérise
actuellement le modele de I’Union Européenne.

Nous partageons pleinement le désir exprimé dans le rapport précité
dans lequel le Groupe des Sages affirme qu’il faut procéder sans plus
tarder a identifier et déterminer les limites géographiques pour dresser
le contour de I’Union Européenne dans les années a venir, étant donné
que, dans le cas contraire, I’équilibre traditionnel et prospere qui existait
entre les Etats membres peut tomber en morceaux, produisant une plus
grande pertinence par rapport aux poids politique et économique formés
par certains groupes des pays au sein de I’Union. Ainsi, méme si au
départ cela ne semblait pas conflictuel, il peut entrainer des difficultés
entre les Etats membres qui forment la structure territoriale de cette
Union.

Certainement, nous ne pouvons pas parler d’élargissement sans
mentionnerlepole opposédeladichotomie,asavoirl’approfondissement.
En effet, le dilemme de 1’¢largissement-approfondissement est la
référence essentielle et constitue la pierre angulaire du processus
d’adhésion en cours. Cependant, il semble prudent de signaler a
nouveau que 1’approfondissement devrait étre une condition préalable
aux nouvelles arrivées qui sont prévues. Maintenant, en ce moment de
notre discussion, nous aimerions ajouter un point de plus. Comme nous
avons mentionné au début de cet article, notre proposition de créer un
nouveau modele est essentielle afin de tenir en compte ces nouveaux
¢largissements qui sans doute auront lieu dans les prochaines années.
Nous sommes convaincus que la mise en place et I’existence d’une
Union politique au sein de I’Union Européenne actuelle laisserait celle-
ci libre de toute charge d’éléments politiques et probablement sociaux et
faciliterait toutes les adhésions qui sont considérées nécessaires et dont
la véritable substance serait le domaine économique et commercial.
Ainsi, I’intégration de nouveaux membres serait aussi facilitée afin
d’améliorer 1’intégration économique qu’on essaie d’atteindre en
Europe il y a soixante ans.
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2.3. La soi-disant coopération renforcée:

Une autre question importante qui nous rapproche de notre objectif
d’établir un nouveau modele européen est la fameuse soi-disant
«coopération renforcée», connue ainsi par son inclusion dans les textes
juridiques.

L’¢évaluation du concept peut partir du méme terme «coopérationy.
Il semble un peut bizarre que parmi les trois possibilités «solidarité,
intégration et coopération» on ait choisi la derniere. Il semble clair que
le terme «coopération» dans le contexte communautaire annonce un
pas en arricre, un retour aux approches typiques et caractéristiques des
anciennes organisations définies comme intergouvernementales. Par
conséquent, I’emploi de ce terme s’avere paradoxale, au moment étant
donné que I’intention et le but est précisément de réaliser des progres
pour avancer, de maniere positive et pertinente dans le processus
d’intégration. Dans le méme contexte, le terme «solidarité renforcée»
introduit par I’Espagne il y a quelques années constituerait une
expression de position neutre et donc beaucoup plus conciliante avec les
objectifs poursuivis. Cependant, nous pensons que le mot «solidarité»
ne refléte pas correctement la dynamique du processus qui est en cours
de se créer il y a six décennies en Europe, apres avoir soulevé une vision
sans doute correcte, mais éventuellement un peu plus statique que I’on
aurait souhaité.

A cet ¢gard, dans le cadre d’un nouveau modele fédéral, il serait
nécessaire de déterminer le mode progressif, les conditions et la
maniére dont les Etats membres doivent exécuter leurs taches avec
I’objectif d’entrer progressivement dans cette Union Politique, au sein
et indépendamment en méme temps, de I’Union Européenne — qui serait
reléguée sur le plan opérationnel a une sphere strictement économique
et commerciale. En tenant compte de la force et la clarté que cette Union
disposerait par rapport aux éléments qui la soutiennent, nous affirmons
que son ingrédient essentiel ou son trait le plus important serait le fait
qu’elle est constituée d’une volonté politique exprimée tout au long du
temps, clairement indiquée a plusieurs reprises et reflétée oralement et
par écrit. Une volonté d’avancer et de réaliser des progres considérables
en ce qui concerne la construction de l’intégration européenne. En
revanche, les Etats qui, pour une raison quelconque, ne manifesteraient
pas d’une fagon claire et continué¢e leur détermination ostensible
d’avoir une vraie volonté politique conduisant a une Union politique,
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logiquement, n’auraient pas rempli les conditions nécessaires pour avoir
droit a ’adhésion a cette nouvelle Union et, par conséquent, resteraient
de coté temporairement jusqu’a ce que les conditions pertinentes soient
remplies, suivant le but qui est tout simplement d’atteindre de maniere
plus efficace une Europe avec une structure fédérale.

En tout cas, nous devons insister sur le fait qu’il ne s’agit pas d’une
exclusion, car la possibilité d’adhésion serait toujours ouverte. Il s’agit
plutot d’un mécanisme de sécurité pour éviter précisément le blocus
institutionnel et politique actuel. Aucune exception ne serait possible.
A travers du renforcement de I’intégration, les Etats pourront s’adhérer,
sans obstacles, a la formule d’une Union Politique et, par conséquent,
a I’ Europe fédérale recherchée. Les intégrations renforcées devraient
se réaliser au fil du temps et, progressivement, les différents Etats
membres de 1’Union Européenne actuelle et future y participeraient,
une fois qu’ils ont déclaré explicitement, clairement et résolument, leur
volonté politique de s’adhérer et de former partie de cette Union.

Ainsi, il est nécessaire de construire un nouveau modele capable
de poursuivre et de consolider le processus de la construction de
I’intégration européenne. Pour que le nouveau modele mentionné ci-
dessus soit mis en pratique, on devra tenir en compte d’une fagon totale
la riche et vaste expérience accumulée dans le passé tout au long des
65 dernieres années. De cette maniére, nous pouvons étre en mesure de
fournir une réponse suffisante et efficace aux défis et aux possibilités
offertes par 1’avenir en ce qui concerne I’architecture de I’intégration.
En outre, le processus d’intégration mentionné ci-dessus, comme nous
le verrons, ne sera ni se produira seulement entre les Etats. Les citoyens
y joueront un role actif et important, étant donné que I’intégration doit
aussi avoir lieu entre les peuples et entre les régions, afin d’achever
I’établissement d’un modele fédéral européen.

En effet, il semble opportun de réfléchir sur la conception et la
création d’un nouveau modele européen qui présente et continue le
schéma fédéral. Pour ce faire, nous devons insister sur la nécessité de
démontrer ce qui suit:

» La réforme doit étre radicale et en profondeur.

* Pour se mettre en ceuvre nous devons avoir extrémement
d’imagination, bien que les idées doivent étre claires et solides,
ainsi que fondées sur 1’expérience vaste et riche extraite de la
construction de I’intégration européenne.
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Il devient nécessaire de projeter la future construction a un modele
valable pour les décennies a venir, et pour y arriver, il est essentiel
d’examiner a fond 1’expérience passée et les erreurs commises au
cours des dernieres années pour tirer les conséquences appropriées
pour I’avenir.

2.4. Les bases et les autres éléments du nouveau modéle européen.

A notre avis, il est essentiel de déterminer, tout d’abord, les bases
sur lesquelles notre nouveau modele doit se construire. En effet, ces
nouvelles bases offriront un soutien suffisant pour le nouveau modele
comme suit:

1 — Un environnement différent: social, idéologique, politique et
¢conomique, composé par beaucoup d’autres pays, a savoir, le
scénario que nous considérons pour notre projection future est
tres différent a celle d’aujourd’hui étant donné 1’augmentation de
nouvelles tendances dans la société et dans la classe politique ou
nous vivons, en plus des adhésions futures qui peuvent se produire
dans les années a venir.

2 — La participation des citoyens est un ¢lément vital a garder
dans I’esprit et que ’auteur de ce document a déja annoncé il y
a quinze ans. En effet, toute nouvelle réforme ne peut pas étre
faite, en aucun cas, sans tenir compte des citoyens. En plus, nous
devons aussi considérer la grande évolution caractérisée par la
participation active de ces derniers a des forums et a des décisions
communautaires. Méme la Commission Européenne a travers les
communications et des outils a clairement indiqué 1’importance
de la citoyenneté européenne dans I’avenir de I’Union. A I’heure
actuelle, le principe de la participation citoyenne, en vertu
duquel les citoyens constituent les architectes directs des divers
changements qui se produisent dans leur société, est appliqué
avec une rigueur maximale et dans son intégralité. Cela veut dire
que le role primordial de la société civile devrait étre un fait et
non pas prétendre de favoriser la marginalisation des citoyens
du processus de changement qui est envisagé par I’avenir de la
coexistence au niveau de 1’Union.

3 — Troisiemement, pour déterminer les bases sur lesquelles le
nouveau modele se fondera, nous devons garder a 1’esprit que
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I’objectif principal est constitué par la réalisation d’une véritable
intégration. Les temps de la coopération ont €té conclus
pour mettre en ceuvre ceux de l’intégration. Méme si parfois
il semble le contraire, les objectifs spécifiques de la nature
intergouvernementale ont €t€¢ surmontés et modifiés au profit
des caractéristiques de la supranationalité. Nous parlons d’une
intégration ou 1’on peut trouver pas seulement des politiques
¢conomiques communes ou méme communautaires impliquées
dans des positions des états, mais aussi des citoyens, des régions,
des autorités locales, de la participation, de la solidarité, de la
subsidiarité et, tous les éléments essentiels d’un modéle de
coexistence pacifique et harmonieuse entre les peuples qui
composent 1’Union.

Apres avoir établi les bases, il semble opportun déterminer les
exigences minimales de ce nouveau modele. Ainsi, nous pensons qu’afin
de achever une véritable Union Politique il est important de démontrer
qu’il y a une réelle volonté politique de mener a bien I’Union. Mais
cette caractéristique n’est présente que dans un petit nombre d’Etats
membres qui forment actuellement 1’Union Européenne. En particulier,
il parait que seulement neuf ou dix membres indiquent clairement
la volonté politique d’arriver a une Union politique, en acceptant
les avantages et les inconvénients d’une telle construction au niveau
européen. D’autres Etats membres sont trés loin des positions décrites
et leur attitude ne refleéte aucune intention d’appartenir a une véritable
Union politique européenne. Cela est signalé par I’absence complete ou
presque compléte de cette volonté politique nécessaire.

Conformément a la réalité¢ décrite et en laissant en tout moment
ouvert la porte a la possibilité d’intégrer tous les pays qui acceptent
les conditions, les hypotheses et les éléments d’une véritable Union
Politique a échelle européenne, nous sommes convaincus qu’il
est nécessaire de créer et lancer une nouvelle cellule, un nouveau
embryon formé par des pays qui, sans cesser d’appartenir activement
a I’Union Européenne existante et connue aujourd’hui, aux simples
effets économiques, essaient d’achever une Union Politique entre eux,
suivant un schéma fédéral, que nous avons déja eu la chance de décrire
comme atypique, sui generis, mais ou l’intégration renforcée, et non
pas seulement la coopération, sera établie.
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En relation avec le paragraphe précédent, sans oublier le dernier
but de ces pages, il est important de nous positionner pour la création
d’un nouveau Traité ou Constitution européenne qui soit en mesure
d’intégrer les ¢léments fédéralistes qui ont été écartés en 2004. Avec
le Trait¢ de Lisbonne on a essayé de simplifier les Traités antérieurs
et d’autres textes juridiques. Cependant, cette simplification implique
I’adoption de quelque chose de plus, d’un Traité fondamental de nature
constitutionnelle faite avec vue d’ensemble. Entre les exemples que
nous pourrions offrir, nous retrouvons une correcte et plus approprié
régulation du Conseil Européen, dans le Traité de Lisbonne. Enfin,
nous pourrions dire que dans le Traité de Lisbonne on a trouvé une
meilleure réglementation et plus précise par rapport a celle du passé;
établir un systéme de hiérarchie des normes juridiques, en respectant les
particularités de I’ensemble actuel des dispositions, s’adapterait plus au
systeme fédéral, avec la répartition des pouvoirs sur la base des différents
instruments juridiques utilisés, de maniere qu’il y aurait un Traité
fondamental ou une Constitution (avec 1’exigence d’un référendum afin
qu’il soit ratifié par les citoyens); des lois organiques (qui requierent une
majorité renforcée afin qu’elles soient approuvées); des lois ordinaires
(qui requierent une majorité simple afin qu’elles soient approuvées); des
reglements d’exécution des lois (comme une sorte d’actes administratifs
de caractere individuel); des recommandations et des avis (qui, comme
c’est actuellement le cas, ne seraient pas contraignantes et qui, plutot,
représenteraient la manifestation de la position différente des divers
institutions par rapport a toute question pertinente).

3. Les conclusions.

En guise de conclusion, sans vouloir étre exhaustifs et seulement
avec la bonne intention d’offrir quelques points de discussion, nous
allons indiquer, briévement, certains domaines thématiques qui
pourraient étre envisagées pour étre inclus dans I’ordre du jour des
futures réunions. De maniére ponctuelle, nous estimons que le sens d’un
modele d’un systeme d’intégration en Europe devrait étre considéré
sous les ¢éléments essentiels suivants:

* Mutualisation des parcelles souveraines ou un exercice en
commun de souverainetés.
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L’existence des institutions. Le systeme actuel de Lisbonne est,
a notre avis, tout a fait épuisé et il requiert des changements
drastiques vers I’insertion d’une vision fédérale.

La détermination de la nature juridique. Nous avons fait référence
a cela plus tot. Il est nécessaire de discuter sur ce que nous voulons
que soit I’Union Européenne et jusqu’a quel point nous voulons
la développer pour atteindre les objectifs congus par ses peres
fondateurs il y a soixante-cinq ans.

Fixation claire de la répartition des compétences conférées par les
Etats & I’Union.

Volonté politique, clairement exprimée et manifestée de fagon
permanente, d’avancer vers 1’intégration.

Mise en place d’une hiérarchie de normes dans le cadre de
I’unification de toutes les sources de législation européenne.
L’application uniforme des régles constituant le Droit de 1’Union
dans absolument tout le territoire qu’elle couvrirait.

Présence essentielle des citoyens dans le processus. Ils doivent
maintenir une participation active, au moins dans les domaines
suivants: pouvoir législatif, afin de jouer un role clé dans la prise
de décisions et dans la formation de 1’Union.

En définitive, en Europe, la création d’un modele fédéral, d’une
Union fédérale qui pourrait €tre caractérisée comme sui generis et
atypique, bien que strictement européenne.

En plus, nous proposons le suivi et le respect d’un certain nombre
de principes informateurs du systeme d’intégration, fixés selon
I’exigence d’une conformité la plus profonde et complete:

Légalité, y compris I’égalité.

Légitimité (associant les citoyens au processus de construction
de I’Union). Démocratie (les représentants nationaux et
régionaux des citoyens devraient participer directement au
processus. Un bon exemple serait dans une future Convention).
Discussions et préparation des décisions d’une maniere
transparente: au moins celles de caractere 1égislatif doivent
étre ouvertes aux médias.

Efficacit¢ (les décisions finales ne devraient pas &tre
improvisées, mais bien pensées avant leur adoption).
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o

Solidarité (par rapport a sa nature et dans d’autres domaines
tels que I’immigration ou le terrorisme).

Nous aimerions terminer le contenu de ce texte en citant le Pape
Frangois s’exprimait comme suit le 10 Novembre de 2015 dans un de
ses discours: “Nous ne vivons pas dans une ¢re de changement, mais
dans un changement d’ére. Les situations que nous vivons aujourd’hui
présentent des nouveaux défis qui sont parfois difficiles a comprendre.
Les problemes de notre temps doivent &tre traités comme des défis, et
non comme des obstacles”. Autrement dit, nous sommes certainement
dans un moment ou la cohésion européenne est mise a 1’épreuve. La
question la plus importante est de ne pas ignorer la réalité, parce que
le destin de 1’Union Européenne dépend de la création d’un noyau
fédéral dirigé par un groupe limité d’Etats qui, renforcés par I’histoire
de soixante-cinq années d’intégration et d’effort commun, sont
préts pour accepter la responsabilité de créer une nouvelle entité de
caractere et contenu supranationaux. Une fédération européenne, basée
essentiellement sur I’acceptation proclamée d’une volonté politique
qui est manifestée a travers 1’expression continue et vérifiable, mise
en effet a travers 1’intégration renforcée, créée au sein d’un groupe
minoritaire, mais d’un nombre suffisant d’Etats, qui n’essaie pas de
fermer les portes pour isoler ses actions, mais qui les laisse encore plus
ouvertes, plein de flexibilité, qui est en tout moment disposé a ouvrir
ses structures a d’autres Etats qui appartiennent a I’ Union Européenne
actuelle. Ces Etats, en répondant a tous les exigences requises, sans
exception, s’affichent politiquement proches et peuvent contribuer a la
réalisation des objectifs fixés par une Union Politique de tendance et
caractere fédéraux.
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Catherine Barnard”

I would like to propose three possible ideas for taking the social
dimension of the EU forward:

o A European Social Compact

o A protocol on the structured reform of national labour law by
states in a crisis situation

o Four other more limited proposals

1. A European Social Compact

Perhaps the most ambitious of the three suggestions is a European
social compact to match the Fiscal compact. Ideally this would form
part of the EU Treaties and apply to all 28 states but the current political
climate makes this unlikely (the UK would certainly vote against, as
might a number of other Member States worried about the implications
of a Treaty amendment on their own national systems (think of the ‘no’
votes in Ireland, France and the Netherlands to the earlier treaties)). So
the next best thing is likely to be some sort of free standing Treaty, like
the Fiscal Compact/TCSG, which could be signed up to by interested
Member States and have force under international law. Another model
would be to follow the pattern of the Euro Plus Pact (EPP), agreed by
interested Member States, not legally binding but which is taken into
account in the various soft-law processes.

* Jean Monnet Chair of EU Law. Trinity College, Cambridge.

147



Catherine Barnard

But what would go in it? The ETUC has long been pressing for some

form of social progress protocol. It suggests the following wording:!

Nothing in the Treaties, and in particular neither economic
freedoms nor competition rules shall have priority over
fundamental social rights and social progress as defined in
Article 2. In case of conflict fundamental social rights shall take
precedence.

Economic freedoms cannot be interpreted as granting undertakings
the right to exercise them for the purpose or with the effect of
evading or circumventing national social and employment laws
and practices or for social dumping.

Economic freedoms, as established in the Treaties, shall be
interpreted in such a way as not infringing upon the exercise of
fundamental social rights as recognised in the Member States
and by Union law, including the right to negotiate, conclude and
enforce collective agreements and to take collective action, and
as not infringing upon the autonomy of social partners when
exercising these fundamental rights in pursuit of social interests
and the protection of workers.

It is unlikely that any of the Member States would be able to sign

up to such a blanket statement of the exclusive priority of the social
interests over the economic.

However, some of their other suggestions might carry more weight.

For example, they propose a definition of social progress which they
define as meaning, in particular
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improves the living and working conditions of its population as
well as any other social condition,

ensures the effective exercise of the fundamental social rights and
principles, and in particular the right to negotiate, conclude and
enforce collective agreements and to take collective action,

!http://www.etuc.org/a/5175.
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in particular protects workers by recognizing the right of workers
and trade unions to strive for the protection of existing standards as
well as for the improvement of the living and working conditions of
workers in the Union also beyond existing (minimum) standards,
in particular to fight unfair competition on wages and working
conditions, and to demand equal treatment of workers regardless
of nationality or any other ground,

ensures that improvements are being maintained, and avoids any
regression in respect of its already existing secondary legislation.

In the light of the experience in the bail-out countries, the last
clause on non-regression from pre-existing EU standards is particularly
important. The ETUC continues that

The Member States, and/or the Social Partners,

are not prevented from maintaining or introducing more stringent
protective measures compatible with the Treaties,

when implementing Union secondary legislation, avoid any
regression in respect of their national law, without prejudice to
the right of Member States to develop, in the light of changing
circumstances, different legislative, regulatory or contractual
provisions that respect Union law and the aim of social progress.

The non-regression clause envisaged in this clause is of a different
type: it stops Member States from using EU law as an excuse to lower
pre-existing nationals but only when implementing EU law. It does not
go so far as to propose preventing states from cutting labour standards
generally when outside the scope of EU law (but possibly required as a
condition of an EU bail-out).

While broadly supportive of what the ETUC proposes in respect of
the non-regression clauses, I would like to go further. I would suggest
the need for a clause which explicitly requires the BEPG to take account
of social matters. I would also like to see the ECB’s mandate to extend,
like that of the Federal Reserve in the US and other central banks, to
promoting economic growth and employment, not just the maintenance
of price stability, as specified in Article 127 TFEU.

I would also hope for a more considered role for mainstreaming of
social concerns more generally (and not just gender equality). This would
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create space for the Commission and the Court, when, for example,
considering state aid and competition cases dealing with restructuring,
to take into account the social implications of any decision.

2. Structured reforms of national law in times of crisis

The reforms to national labour law rules in Greece, introduced
as a condition of financial support by the troika, have already been
condemned by the European Committee on Social Rights as breaching
the European Social Charter 1961. The reforms have certainly reached
deep into the national systems, including in areas over which the
EU does not have competence to regulate, at least under Article 153
TFEU. The ETUC has produced a number of examples of how the
troika policies have trampled over social partner agreements already in
place, precipitated cuts or freezing of the minimum wage and cutting
compensation on dismissal below the European average* — notably all
areas in which there is no EU-level floor of rights (nor is there likely
to be one in the near future). The European Parliament’s investigation
might shed some more light on the work of the troika. It was certainly
the case that with Greece, the sense of crisis was palpable and that
action had to be taken very quickly to save Greece and the euro.

But the EU now has experience of four bail-out programmes
(Greece, Portugal, Ireland and Cyprus) and four financial assistance
programmes (Hungary, Latvia, Romania and Spain). With the pressure
of an impending catastrophic implosion of the EU removed, now would
be a good time for the Commission to take stock and see the lessons
learned. On a macro-level there is a need for serious discussion of
whether austerity based reforms are really the appropriate medicine for
countries in difficulty, especially when prescribed to all Member States
at the same time (Keynes’ paradox of thrift).’

At a more procedural level, a protocol should be drawn up which
could be used in the event of a future bailout situation. This would
require, for example, that the Commissioner of DG Empl serve on the

2 http://www.etuc.org/IMG/pdf/THE_FUNCTIONING_OF_THE_TROIKA_finale
dit2afterveronika.pdf

3 For a forceful critique of austerity policies, see M.Blyth, Austerity: A History of an
Idea.
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troika, as well as an MEP from the social affairs committee, who can
help screen proposals for compliance with the EU social acquis and
the Charter. Representatives from the ILO might have observer status.
More radical would be a requirement for the Court to verify that the
structural adjustment programme is compatible with the EU (social)
acquis, using a similar process to the PPU. Furthermore, the social
partners at EU and national level need to be more actively involved,
where an agreement has been reached by the national social partners,
this should be respected. The troika should also be accountable to the
European Parliament.

The drawing up of such a Protocol would have the advantage of
making the bailout process more transparent. It would also help the EU
defend itself in the case of any challenge under the Charter. The social
rights (if they are indeed rights) are not absolute and can be subject to
limits. There may well be public interest in the need for reforms to the
labour law systems. Doing so in a more structured, inclusive way may
satisfy the Court’s demands for proportionality.

3. More modest proposals
3.1. Specialisation

I fully accept that a Social Compact is a long shot. A protocol of the
kind outlined above might be more appealing but it does not confer any
meaningful rights. So what could the EU be doing to boost the social
dimension in the medium term? I would suggest going back to its roots
and, as it did in the 1970s, specialise. There are three areas which could be
singled out as needing the EU’s attention and where EU level activity might
be justified given the transnational dimension of the interests at stake.

The first concerns the employment and pensions implications of
an ageing population. This is already flagged up in the EPP:

‘Reforms necessary to ensure the sustainability and adequacy of
pensions and social benefits could include:
aligning the pension system to the national demographic
situation, for example by aligning the effective retirement age
with life expectancy or by increasing participation rates;
limiting early retirement schemes and using targeted incentives
to employ older workers (notably in the age tranche above 55).
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The justification for EU involvement here relates to the key issue
of sustainability of public finances which, as the Eurozone crisis has
shown, is a matter of common interest. The EU has long had expertise
in the discrimination area, starting with sex and then in respect of
other grounds. Addressing age discrimination fits in with this and also
dovetails with the EU’s social cohesion agenda.

Second, there is a growing body of evidence that migrant workers
are being mistreated by some employers in certain sectors, particularly
meat processing.* If these workers cannot, for practical reasons,
enforce their rights, there is a role for the EU to consider intervening
to requiring effective remedies. Could a combination of the Posted
Workers Enforcement Directive and the Employers Sanctions Directive
2009/52 provide a template?

If the EU was to devote its attention to the position of vulnerable
migrant workers, other issues also arise. In particular are they
‘workers’ at all or are they classified as self-employed and thus denied
employment rights? What sort of contracts are they on? Should a
new type of contract be envisaged based on the ideas of a contract to
provide personal service, as Freedland has proposed? Of course these
are highly sensitive issues which do not attract much consensus in the
Member States. Could the EU take up the cudgels of where it left off in
Modernisation Green Paper and raise these issues once again. And what
about rights beyond employment.

Third, privatisation is clearly an important part of the reform
agenda for a number of Member States, some of it mandated by the
troika. What are the employment law implications of this? Does the
Transfer of Undertakings Directive 2001/23 need revision to provide
meaningful rights to transferees in the event of the transfer and for a
significant period thereafter? How does the Directive fit into the public
procurement process?

3.2. Market mechanisms

Since market-speak has now taken over all aspects of life, should
labour law think of playing the markets at their own game. In other

* http://www.equalityhumanrights.com/media-centre/2010/march/inquiry-uncovers-

mistreatment-and-exploitation-of-migrant-and-agency-workers/.
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words, should market mechanisms be used to incentivise good, socially
responsible behaviour. Take transparency as an example. For firms
employing more than, say 20 people, would be obliged to publish on their
websites certain key information such as staff turnover, staff sickness
levels; how much more, as a factor, is the highest paid worker paid than
the lowest worker.” Such transparency has a cost but modern technology
means that such data should be readily available to employers. And it
would enable putative employees to gain insights into their potential
employers which are not available in their publicity material.

There is already some support for this approach. Proposals are now
at a fairly advanced stage on the disclosure by large of non-financial and
diversity information (the corporate social responsibility proposal). The
disclosed non-financial information will at least cover environmental,
social, and employee-related matters, respect of human rights, anti-
corruption and bribery matters. It will require including a description
of the policies pursued, their outcomes and the risks related to those
matters. The legislation will also require large listed companies to
provide in their corporate governance statement the information on their
policy related to diversity of competences and views of the members of
administrative, management and supervisory bodies.®

Conclusions

These proposals will not save the EU, far from it. But they may go
some way towards addressing the legitimacy crisis that the EU currently
finds itself in.

5 On the problems with the widening gap between wages at the top and the bottom
of a firm, see R. Sennett, The Culture of the New Capitalism (New Haven, Yale University
Press), 34.

¢ http://www.eu2013.1t/en/news/pressreleases/member-states-mandate-the-presiden
cy-to-negotiate-on-directive-regarding-disclosure-of-non-financial-and-diversity-
information

153






First Thoughts on the Institutional Design
of the Future Euro Area

Christian Calliess !

1. Introduction

The financial and economic crisis has confronted the European
Union and more precisely the Eurozone with its structural and political
deficiencies. Existing mechanisms have failed to provide for collective
solutions. Decision-making was shifted to a bilateral and international
level. The complex, mostly intergovernmental arrangements that have
been reached have been criticised for their lack of democratic and
constitutional legitimacy.

The fact that the Maastricht Treaty favoured the implementation of
a Monetary and Economic Union over a Political Union explains the
lack of competence for common policies in the fields of finance and
economics. It is the reason why the institutional setting for the Economic
and Monetary Union (EMU) is based on an asymmetric structure:
with the introduction of the Euro the competences for monetary policy
and for exchange rate policy have been transferred to the Euro area level
(Art. 127 et seq. TFEU), while the competences for economic as well
as fiscal policy have largely remained in the responsibility of national
policy makers (Art. 4 (1) and 5 (1) and (2) TEU, Art. 5 TFEU, Art. 121
et seq TFEU).

! Chair for Public and European Law and ad personam Jean Monnet Chair for European
Integration, Freie Universitit Berlin, Fachbereich Rechtswissenschaft, Boltzmannstr. 3,
14195 Berlin, c.calliess@fu-berlin.de (currently on leave and Legal Adviser to the EPSC
(European Political Strategy Center), President of the European Commission, Brussels).
The views expressed in this paper (finished in summer 2015) are those of the author and do
not necessarily correspond to those of the European Commission (LL.M.Eur).
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As the Maastricht Treaty of 1992 did not establish a supranational
European economic and fiscal policy compatible with the common
European monetary policy, Member States, Member States agreed on
a dual system to defend the stability of the Euro and the Euro Area:

* On the one hand they established — as a “first ring of
defense” — a rules based approach: Art. 121 TFEU contains
the preventive measures trying to ensure sound public finance by
multilateral surveillance. The key concept of this provision is the
coordination of national economic policies within a framework
set by the Council, today implemented by the European Semester
and Country Specific Recommendations (CSRs). Additionally
Art. 126 TFEU contains the corrective measures, implementing
the Excessive Deficit Procedure (EDP). The Commission is to
monitor the development of the budgetary situation and of stock
of government debt in the Member States having regard to the
ratio of government deficit and government debt to gross domestic
product.

* On the other hand — as a second “ring of defense” — Member
States agreed on a market based approach. The so called ‘No-
Bail-Out-Clause’ in Article 125 TFEU stating that neither the
Union nor the other Member State may be made liable for the
debts of a particular Member State. The intention of this clause,
together with Art. 123 and 124 TFEU, is to ensure that Member
States of the Eurozone are sanctioned through the financial
markets by higher interest rates on their government bonds in
case of an increasing government debt.

With the crisis in the Euro Area it has become obvious that both, the
rules based as well as the market based instruments were incapable of
fulfilling their function, which was to prevent a systematically relevant
excess indebtedness of Eurozone Member States. Furthermore, the mere
coordination of the national economic policies was insufficient to achieve
the — due to the existing monetary and economic interdependencies — in
a Monetary Union by all means necessary policy adaptation with regard
to the common monetary policy of the ECB.
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Against this backdrop reforms have to address both, the rules based
as well as the market based instruments.

In this regard the so called Five Presidents’ Report on Completing
Europe’s Economic and Monetary Union from 22 June 2015
(FPR) and the accompanying communication of the European
Commission from 21 October 2015 (COM(2015) 600 final) among
others point out the urgent need ‘to move from a system of rules and
guidelines for national economic policy making to a system of further
sovereignty sharing within common institutions.’

The FPR further states that a

»genuine Fiscal Union will require more joint decision-making on
fiscal policy. This would not mean centralisation of all aspects of revenue
and expenditure policy. Euro area Member States would continue
to decide on taxation and the allocation of budgetary expenditures
according to national preferences and political choices. However, as
the euro area evolves towards a genuine EMU, some decisions will
increasingly need to be made collectively while ensuring democratic
accountability and legitimacy. A future euro area treasury could be the
place for such collective decision-making*.

The Treasury of the Euro Area (TEA) is to be understood as a
placeholder, that allows for different institutional concepts. These
can range from an intergovernmental approach with the Council and
the Euro group at its heart to supranational concepts based with the
Commission, ranging from a European Economic Government to a
European Finance Minister. However, a detailed concept of a TEA has
not been outlined by the report. The FPR locates its creation in the
second stage (developments until 2025) of the completion of Europe’s
Economic and Monetary Union (EMU).

Moreover the FPR might be read as intending a political package
deal between the TEA and the fiscal stabilisation function of the Euro
Area: The latter standing for more risk sharing, the first standing for
more sovereignty sharing. By bringing these both aspects together the
institutional dimension of the FPR enfolds.

157



Christian Calliess

I1. Aspects of a reform to be taken into account

Hereafter, different reform proposals aiming at overcoming the
deficiencies outlined above will be compared and analysed in terms of
their approaches to the scope, institutional ties, mission and competences
as well as democratic accountability and financing of a future TEA.

1. Competences

The FPR states that Member States will have to accept increasingly
joint decision-making on elements of their respective national budgets
and economic policies. This implies that the TEA would have to be
competent to take all necessary fiscal, monetary and economic measures
in order to establish a properly democratic common economic policy.
Thus, the TEA would incorporate competences that generally fall within
the tasks of both the finance ministry and the ministry of economics on
a national level. It should have supervising and managing functions.

The TEA could have the competence

* tooversee coordination of fiscal and economic policy, especially
to scrutinize and enforce the European Semester

* to support reform processes in the Member States by
administrative and financial means

* tonegotiate reform packages with Member States undertaking
structural reforms

 toensure the provision of Euro Area public goods by proposing
legislation with regard to the Fiscal- and Economic Union

* to enforce rules of the Euro Area

* to manage crises in the Euro Area and counterbalance
asymmetric macroeconomic shocks by a fiscal capacity

* to decide on bank closures

* to chair the European Monetary Fund (EMF), a transformed
version of the ESM

* to ensure the unified external representation of the Euro Area

With regard to these competences the decision to establish a
TEA must not exclude the development of the ESM into an EMF. By
contrast, it might be wise, that both institutions go hand in hand, when
it comes to the implementation and enforcement of the competences
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of the TEA: National reforms (politically) supervised by the TEA
could be implemented and (where necessary) enforced by a future
EMF, understood as a technical and politically independent institution
equipped with the appropriate competences and expertise. This EMF
could replace the ESM and take over some of its functions, while
simultaneously extending its mission. The reintegration of the ESM into
the framework of the EU is explicitly mentioned in the FPR. However,
in addition to a short-term crisis management facility the TEA could
also dispose over the EMF as a long-term support facility in exchange
for reduced budgetary sovereignty. As a result, the TEA via the EMF
would be able to support economic growth and further convergence by
supervising structural reforms in the Member States.

In this regard the TEA together with the EMF should be equipped
with graduated instruments of intervention in national budgets including
— as ultima ratio — the preparation and implementation of the insolvency
of a Member State. The development of a state insolvency procedure
does not only represent the last resort of excessive sovereign debt but
is also crucial for the credibility of the whole system. In the framework
of an institutionalized sovereign default the EMF could grant time-
limited credits in the case of the absence of debt sustainability in order
to secure, in the interest of the financial stability of the Euro Area
as a whole, a structured insolvency of the Eurozone Member State
concerned.

The involvement of the TEA together with the EMF in national
reform programs could be supported through a fiscal capacity. The
establishment of a fiscal stabilisation function as part of the TEA might
be complex from a political point of view. Some Member States would
fear increased moral hazard in the system, permanent transfers or
mutualisation of debts. However, a fiscal stabilisation function could
be designed in such a way that the net transfers to each Member State
are close to zero. The definition of transparent operational criteria for
triggering the cyclical support would also go a long way in ameliorating
moral hazard concerns. Finally, in this context, questions of democratic
oversight and legitimacy inevitably arise. Against this backdrop the
Five Presidents' Report emphasises that the establishment of a fiscal
stabilisation capacity for the euro area needs to be preceded by
achieving a significant degree of economic convergence. Therefore,
the convergence benchmarks to define eligibility for the new fiscal
instrument would have to be defined.
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A fiscal capacity should contribute to finance European public
goods. Therefore a European investment budget, that provides an
incentive for structural reforms identified by the European Semester
and Country Specific Recommendations (CSRs) could support the
investment in European public goods (e.g. in energy infrastructure,
border management, security measures or reforms of the labour market).
It corresponds to the mission of a euro area stabilisation function as
outlined in the FPR. The intended combination of solidarity and
conditionality with the objective to safeguard the stability of the
Euro Area is the political “package deal”, that during the crisis was
underpinning EMU. For the Euro area all principles are explicitly
mentioned in Art. 136 (3) TFEU: the granting of any required financial
assistance under a stability mechanism, which can be activated if it is
indispensable to safeguard the stability of the euro area as a whole,
will be made subject to strict conditionality. In his Pringle judgment
the European Court of Justice stated, that “the reason why the granting
of financial assistance by the stability mechanism is subject to strict
conditionality under paragraph 3 of Article 136 TFEU, (...) is in order
to ensure that that mechanism will operate in a way that will comply
with European Union law, including the measures adopted by the Union
in the context of the coordination of the Member States’ economic
policies”.?

Art. 136 (3) TFEU’s full legal effect unfolds in the context of the
so called No-Bail-Out Clause, stipulated in Art. 125 TFEU - as another
core principle of the euro area. In short this means that any sort of
financial assistance granted by the Union or by the Member States to
another Member State is not generally prohibited by Art. 125 TFEU.?
However, also a voluntary assistance is not generally allowed. As the
aim of Article 125 TFEU is to prompt Member States to maintain
budgetary discipline by remaining subject to the logic of the market
when they enter into debt, the provision "prohibits the Union and the

2EC]J, Case C-370/12, para. 69.

3ECJ, Case C-370/12, para. 130: “It must be stated at the outset that it is apparent from
the wording used in Article 125 TFEU, to the effect that neither the Union nor a Member
State are to ‘be liable for the commitments’ of another Member State or ‘assume [those
commitments]’, that that article is not intended to prohibit either the Union or the Member
States from granting any form of financial assistance whatever to another Member State.”
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Member States from granting financial assistance as a result of which the
incentive of the recipient Member State to conduct a sound budgetary
policy is diminished".* This means, that under Art. 125 TFEU any sort
of financial assistance to a Member State is only compatible with EU
law, if it is indispensable for the safeguarding of the financial stability of
the euro area as a whole, while the Member State remains responsible
for its commitments to its creditors and the strict conditions attached to
such assistance are such as to prompt the Member State to implement a
sound budgetary policy.’

Above these core competences of the TEA, the FPR also aims
at establishing a unified external representation of the Euro on an
international level, especially in the IMF. The 2004 Constitutional
Treaty had already provided for this innovation in its draft Article III-
90. This task could be entrusted to the European Economic Government
or a European Finance Minister, possibly together with the President of
the ECB. On the one hand, this could attribute more political weight to
the euro area and ensure that the interests of the Eurozone as a whole
are being expressed. On the other hand, if the particular interests of
the Member States are too different there is a risk that the formulated
common position will only represent a weak compromise. This gives
reason for concern, as the so found compromise could be less significant.

2. Scope

It is essential to determine whether a Treasury should only represent
the euro area or, potentially at least, the EU as a whole, including
those Member States which do not (yet) take full part in the EMU.
The answer to this question depends notably on the mission and the
competences attributed to this institution. Since the adhesion to the
EMU is compulsory for every Member State fulfilling the criteria of
convergence (except for those that concluded legal opt-outs), it seems
logical to include all Member States in order to pave their way to the
EMU. Considering the close coordination in both fiscal and economic
policy which is to be established by the Treasury, an institution
which represents euro area Member States only could create a deeper

4ECJ, Case C-370/12, para. 137.
SECJ Case C-370/12, para. 136, 137.
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gap between euro and non-euro Member States and make accession
more difficult. However, the goal of the reform will ultimately be the
establishment of closer solidarity and sovereignty-sharing mechanisms.
If a common European approach is chosen, the accountability of and
the benefits for non-euro states would have to be evaluated separately.

3. Position of the TEA in the institutional framework

The position of a TEA in the institutional framework of the
European Union has not been defined yet. However, the integration into
the existing institutional framework — as opposed to decision-making
on an intergovernmental level outside the EU as practised in the ESM
or in the Fiscal Compact Treaty — is one of the main goals of the reform.

Most proposals agree that the mechanisms that have been developed
in the course of the financial crisis have to be reintegrated in the existing
structures. The predominance of intergovernmental or supranational
elements in the new institution has direct influence on the requirements
for decision-making (qualified majority vote or veto rights).

There are three principal approaches to the question of the
future institutional position of the Treasury.

* In the first one, the existing structures would be left broadly
untouched and a new executive authority would be added as part
of the Council and the European Council. This authority would
replace the Eurogroup and raise the profile of economic policy
coordination. This approach is based on the understanding that
the basis for common decision-making in fields as sensitive
as fiscal and budgetary policy has not yet been built. For this
reason, the so-called Union Method would be further pursued,
although with important changes to the principle of unanimity:
the cooperation in fiscal and economic policy could be modelled
after the decision-making process in the EU’s Common Foreign
and Security Policy (CFSP), as both policy fields are of high
political sensitivity. This would mean extending the principle of
“constructive abstention” to EMU in order to prevent decisions
from being blocked by the veto of a single Member State, i.e.
the analogous application of Article 28 (2), 31 (1) and 36 TEU
to the decisions of the economic government. At the same time
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this intergovernmental authority would not have any legislative
functions but would be limited to the adoption of operational
measures, after consultation with the European Parliament.

The second approach is to anchor the future euro area
Treasury on the application of the Community Method, with a
supranational mechanism and a proper fiscal capacity safeguarding
the interests of the EU and the Euro Area as a whole. The TEA
would then be established at the European Commission. In this
regard two models could be distinguished. One could be called
the model of a European Finance Minister, the other could be
called the model of a European Economic Government:

(1) The Treasury could comprise just the Commissioner
responsible for monetary union, who then would be a kind of
European Finance Minister. In order to enhance his coordinating
role, the function could be “double-hatted” by combining his
role of a member of the European Commission and President of
the Eurogroup. The new institution would be modelled after the
office of the High Representative for Foreign Affairs, representing
a mixed administration drawn from the Commission, the Council
and even Member States. This would imply the European Finance
Minister to be elected by the Council by qualified majority vote.
Merging the positions of an EU Commissioner and President
of the Eurogroup could give more political weight to the office,
particularly in the implementation of the Excessive Deficit
Procedure and the Stability and Growth Pact.

(2) Alternatively, in a more expanded set up, the TEA could
comprise the 5 Commissioners that deal with the relevant policy
fields (e.g. the Commissioners responsible for the Monetary
Union, the Internal Market, Trade and Financial Stability) as well
as the President of the Commission (this expanded alternative
would be better described as not just a Treasury but an “European
Economic Government” for the monetary union). The structure
of the Commission would then have to be reformed to create a
proper treasury facility endowed with the full spectrum of fiscal,
financial and macro-economic functions.
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* Based on this approach a third approach could be imagined,
combining the TEA as mentioned already above with a new
EMF. This would create a hybrid model which would see the
Treasury emerge as part of the Commission, but with guarantees
of institutional independence when it comes to control and
enforcement by the EMF. The model for that functionality would
be a little bit like that of the Single Supervisory Mechanism, being
located at the ECB. The independent, yet Commission-anchored
Treasury, would be primarily responsible for matters of budgetary
surveillance and fiscal stabilisation where preventing political
interference is particularly important.

4. Democratic legitimacy

An institution like the TEA has to be elected and scrutinized by
a parliament. With regard to its envisaged competences questions of
legitimacy and democratic accountability arise. In this context, the
predecessor to the FPR, the Four Presidents Report, already mentioned
that ‘moving towards more integrated fiscal and economic decision-
making between countries will (...) require strong mechanisms for
legitimate and accountable joint decision-making.’

a. The role of the European Parliament

If the purpose of the TEA is narrowed to the provision of public
goods in the Euro area as outlined above, it is questionable if
MEPs of non-Eurozone Member States should be allowed to vote
on questions exclusively regarding the euro area. In this case,
votes of non-Eurozone MEP could be excluded.

There is also the possibility to staff the future body with deputies
from the European Parliament only representing Member States
of the Eurozone. Such a Euro Chamber would have to be
implemented through a treaty change. But this may run counter
to Art. 10 (2) TEU according to which the European Parliament
is the representative body of EU citizens and not of EU Member
States.

Another possibility could be the creation of a formally
separate parliamentary assembly, made up of directly elected
representatives of the national parliaments. However, this
would further complicate the already complex decision-making
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mechanisms. The advantage of a Euro Chamber is that it is based
on an existing institution and can be adapted quickly and flexibly.
Some concepts also aim at enhancing the role of the EP or a
respective Euro Chamber in the legislative process and in the
European Semester. The FPR emphasizes that the role of the EP
in the European Semester has to be strengthened. This could be
achieved by including the EP in the Excessive Deficit Procedure.
The conferral of this competence to the EP could complement
the decision making process in the European Council and the
Eurogroup and endow it with new legitimacy.

. National Parliaments

As certain competences of the TEA (especially proposing
legislation with regard to Euro Area public goods) would interfere
with —according to the national perspective — very sensitive policy
fields such as economic, fiscal, budget and social policy, it might
be politically wise and with regard to constitutional constraints
in at least some Member States even necessary to integrate
national parliaments in the decision making process. This would
compensate them as well for the implied transfer of parliamentary
competences affecting their budget autonomy.

In this context, the FPR emphasizes the need to strengthen inter-
parliamentary cooperation and to involve national parliaments
more closely in the adoption of National Reform and Stability
Programs. Insofar there are three different approaches how
to integrate national parliaments in the process. All of them
would apply only in those policy fields, that are affected by the
necessary transfer of new competences (e.g. in the field of fiscal,
economic and social policy)to the European level.

* The first approach could be to establish a “Euro Chamber”
consisting of Members of national parliaments beside the EU
Parliament and the Council. This additional Third Chamber
should get involved only, when framework-legislation is
passed on matters, that touch new competences transferred
to the European level in the field of economic, fiscal, budget
and social policy. Arguably, it is likely that such an additional
institution makes the European decision-making process even
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more complex. Nevertheless a Third Chamber would evolve
the role of the national parliaments as it is currently funded
in Article 10 (2), 12 TEU and Article 13 TSCG into a further
integrated multi-level parliamentarism, which is necessary to
get political and constitutional support for a Treaty Reform
including a competence transfer in the field of economic, fiscal,
budget and social policy. Such a Third Chamber would have
to be implemented through a treaty change. This approach is
also reflected in the proposal of a bicameral parliamentary
system scrutinizing the European Economic Government.
While the right to initiate new legislation would be conferred
to the EP (possibly with only euro area MEPs eligible to vote),
the second chamber consisting of Members of the national
parliaments could take up a role comparable to the German
Bundesrat.

Another possibility that might even be achieved partly within
the Treaty of Lisbon would be to establish a veto (orange or
red card) of national parliaments specifically with regard to
these sensitive policy fields. The basic idea of such a veto
corresponds to the right of national parliaments to raise a
subsidiarity complaint (Art. 12(b) TEU). Furthermore, it
corresponds to the already existing emergency breaks, that do
exist already in the field of judicial cooperation in criminal
matters as another sensitive policy area such (Art. 82(3)
and 83(3) TFEU). In order to ensure that one national veto
cannot block the whole European decision-making-process
for an unlimited time, the veto might be of a suspending
character. The European institutions would have to consider
and take into account the reasons of the national parliament.
If a compromise cannot be found after a time period of six
month, there could be two possibilities: either a minimum of
one third of the other national parliaments supports the veto,
then the proposal is taken from the agenda, or, if this minimum
is not reached, the European institutions could continue with
the decision-making-process. In doing so, there would need to
be a unanimity decision in the Council.

A third possibility would be to combine the above mentioned
proposals concerning the Third Chamber and the veto card
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to the effect, that not the national Parliaments but the Third
Chamber would have a veto right with regard to the sensitive
policy fields of economic, fiscal, budget and social policy.
This approach is reflected in the proposal of a Joint Committee
comprising 28 delegates from the EP and 56 delegates from
the national parliaments (two members from each national
parliament and half the number of MEP). Again, in order to
ensure that one national veto cannot block the whole European
decision-making-process for an unlimited time, the veto might
be of a suspending character.

For the means of the decisions of a future EMF possibly
replacing the ESM, the need for direct decision-making
involving the concerned Member states could be fulfilled by
co-decision mechanism between the EMF board, voting by
qualified majority, and the Joint Committee.

Democratic accountability is even more crucial when it comes
to the TEA’s authority to intervene in national budgets. There
is a consensus on this account that national parliaments have to
be implied in the democratic process. Rights of intervention
in the national budgetary autonomy may be possible on
following conditions: as long as Member States comply with
their obligations under the common debt rules, only legally
non-binding recommendations are possible (as it is the case
de lege lata). If a Member State, however, infringes the legally
binding stability criteria (and therefore disregards European
law), it must be possible to make abstract, but legally
binding stipulations of how much the state has to save — but
the state will keep the specific decision where to save. Only ifa
Member State is dependent on financial assistance by the ESM
(or a future EMF), concrete legally binding recommendations
would be possible. In a case like this it is only fair to ask,
to what extent a national parliament of a Eurozone Member
State that receives money from the ESM (or a future EMF) has
already lost its budget autonomy.
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II1. Implementation

The implementation of the so-called second phase of the
completion of the EMU is intended until 2025. The experiences of the
2004 Constitutional Draft Treaty and the Treaty of Lisbon in 2009 have
shown that a treaty revision can be politically difficult. Nevertheless
— or even because of this — it is time to design a draft for an improved
governance of the Euro Area, that can be explained and discussed with
Member States, citizens and civil society. Citizens expect the EU and its
policies to function properly. If the EU wants to regain their trust, it has
to explain the need for reforms and to start a transparent debate on why
we need a reform. The necessary narrative on this reform is obvious: It
is about a choice citizens have to make. It is not about "more Europe"
but about a better functioning Europe. If Member States and citizens
want to keep the Euro, based on lessons learned from the crises, they
should agree to reforms towards a better functioning and more resilient
Euro Area.
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Questions

Christoph Ohler®
Matthias Ruffert™

1. In terms of sustainable economic growth and social stability,
the following structural measures are suggested:

* Promoting economic growth by stabilising the confidence of
market participants that the Union will continue adhering to open,
free and competitive markets protected by a clear, coherent and
consistent legal order.

* Reducing the excessive debt burden of Member States in the long
term since it poses the biggest risk of future macroeconomic
instability.

* Reducing gradually the size of the financial sector in the Union
relative to GDP while furthering the growth of the real economy.

* Phasing out crisis management measures (EFSM, EFSF, ESM,
SMP, OMT) to the greatest possible extent and as quickly as
possible.

2. A reform of EMU requires, consequentially, a new consensus on
clear, coherent and consistent rules avoiding the flaws of the existing
system:

» Strengthening Commission competences vis-a-vis the Member
States in budgetary matters under Articles 121 and 126 TFEU.

* Member, Jean Monnet Centre of Excellence “European Economic. Integration —
Rules and Institutions” (EIRI)

" Holder of the Jean Monnet Chair “The Administrative Law of the Integrated
European Administration”, Academic Co-ordinator, Jean Monnet Centre of Excellence:
“European Economic Integration — Rules and Institutions” (EIRI) Friedrich-Schiller-
University, Jena, Germany.
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This will include automatic and more effective sanctions against
Member States not avoiding excessive deficits and debts. An
effective sanction would be, e.g., that such Member States lose
their privilege of zero percent risk weighing under EU banking
law.

* Integrating the Fiscal Compact into EU primary law would help
strengthening the idea of fiscal stability as a basis for sustainable
economic growth.

» Simplifying the Stability and Growth Pact by concentrating on
core concepts and effective sanctions while reducing as far as
possible legal ambiguity and political discretion.

* Sharpening Commission powers with respect to macroeconomic
imbalances. The existing system is opaque with respect to
procedural and substantive criteria and bears the risk of the
Commission intruding into Member States’ economic policies
beyond the need to avoid substantive risks for the Union as a
whole.

3. In terms of institutions, strengthening the institutional position
of the Commission within the Union is necessary to achieve efficiency,
transparency and democratic legitimacy:

* The abundance of agencies and their growth in powers has led
to a decrease of core competences of the Commission. It is the
Commission, not agencies who should take the lead in formulating
independent, expert-knowledge-driven policies for the Union. At
least, the Commission should be vested with the right to exert
legal supervision over the ever growing network of agencies.

* The Commission’s economic competences related to the
European Council should be strengthened. The European
Council should refrain from quasi-legislative governance.

* The Commission should be strengthened with respect to the ECB.
The ECB should become aware again of its core competence to
maintain price stability (Art. 127 [1] TFEU), whereas the control
of economic policy would be fully vested in the Commission.

4. A blueprint for a future Federal Union beginning with the
Eurozone could contain the following aspects:

170



Informal Contribution Following President Barroso’s Questions

Formalising the Eurozone-governance beyond the weak
constitutional basis of Article 136 (1) and (2) TFEU.
Establishing a budgetary system beyond the limitations of
Article 311 TFEU.

Strengthening the European Parliament by fulfilling the task
given by Article 223 TFEU and establishing a unified European
election procedure. This procedure should also realise the
equality of the voters (e.g. by the establishment of cross-border
constituencies). A consequential point of discussion would be to
what extent MEP from outside the Eurozone will have legislative
rights over issues of the Eurozone.

Strengthening alternative means of co-operation with third
countries and slowing the pace of enlargement to allow the
institutional framework of the EU28 to settle after the crisis.
Strengthening the European Court of Justice by bringing
forward the specialized courts system.
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How we might recover from the economic and social
crisis through European integration deepening

Chun Ding"

It has been four years since the break out of the European
Sovereign debt crisis, during which EU economy seriously suffered and
unemployment, as well as other social problems, became conspicuous.
Through the collaboration of both the European Union and member
states, a series of aiding and economic governance measures were
launched. Since the second half of 2013 the EU economy gradually
moves to a sustainable recovery path, but the problem of low growth
and high unemployment is still hanging there. As countermeasures, it is
definitely the right way to strengthen cooperation within EU, to improve
governance measures, and to deepen the European integration process.
To be specific, EU can take positive steps in the following aspects:

A. EU and it member state should accelerate the implementation
of various economic governance policies enacted in crisis.

During the crisis, spectrum of economic governance measures, in
terms of deepening fiscal and financial integration, were enacted. On
the fiscal front, series operations, such as Six Pack, European Semester,
Fiscal Compact, etc. were designed as cures for the disparity between
fiscal and financial integration. On the financial front, ECB’s capability
of financial turmoil intervention has been greatly enhanced at the cost of
undermining the independence of monetary policy; and the framework
of Banking Union has been proposed, through which ECB shall assume
the wide supervisory authority and the ultimate responsibility for all
banks in the Eurozone. In Macroeconomic aspect, EU emphasizes more

* Jean Monnet Chair, Prof. Dr. in Economics, Director of Centre for European
Studies, Fudan Univeristy, Shanghai.
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on the Prevent and Correct of the Macroeconomic Imbalance Procedure,
and pictured three growth targets for its member states in the Europe
2020: smart growth--developing an economy based on knowledge
and innovation; sustainable growth--promoting a more resource
efficient, greener and more competitive economy; inclusive growth--
fostering a high-employment economy delivering social, economic and
territorial cohesion. It is undeniable that if the measures above could be
implemented perfectly, EU will for sure make significant strides in its
economic revival.

However, there exists some factors that may impede the execution
of these measures. Firstly, the gap between the core and the peripheral
member states, hindering the policy coordination, cannot be narrowed
down in short time. Secondly, the partially transfer of fiscal sovereignty
to EU is not yet universally supported by the general public. Thirdly, the
mitigation of crisis would weaken the motives of continuous governance.
Thus, what is imperative for the EU is not to prompt new integration
policies, but to speed up the implementation of the current measures,
to solid its integration foundation for future reform. Specifically, it is
suggested as follows:

a. Accelerate the building of Banking Union, Single Supervisory
Mechanism, Single Resolution Mechanism, as well as Common
Deposit Guarantee System. The formation of Banking Union
would effectively reassure the financial market and break the
vicious cycle between the Eurozone banks and the sovereign debts.
On February 7, 2014, ECB formally announced the draft of SSM
and is soliciting opinions from the public, which indicates that the
promotion of Banking Union has entered into a quite important
phase, and that the construction of Banking Union should be
speed up and achieve its primary breakthrough in relatively less
tough financial sectors.

b. Continue to supervise the periphery members to execute all
promised governance measures without moments of relaxation.
But on the other hand, EU should also make full use of aiding funds
on the EU level, such as current European regional development
fund (ERDF) and the European social fund (ESF), and expand
their scales, in order to increase the assistance to the periphery
and help them speed up the economic transformation, promote
employment and appropriately placate public discontent.
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. Increase support for higher education and scientific and
technological innovation. Currently, Europe lagged far behind
the United States in the sphere of innovation, which would in the
long term do harm to EU’s sustainable development. According
to report, the ratio of EU’s total contribution to higher education
to GDP is less than half that of the United States, and among the
top 20 world university, 17 are in the United States. As for ICT
investment, Google Company, US alone invested 2 billion Euros
into it, while the total amount of EU’s FP7 was only 1.3 billion
Euros. As a result, EU must rise and catch-up, and put into more
resources for personnel training and technological innovation.
Now we see that Horizon 2020, proposed by EU, has a budget
scale of about 80 billion Euros, 1.6 times of that of the FP7. It is
really a good start. The EU needs to continue such investment.
And Scandinavian and Germany, with strong science and
technology strength, would benefit more, which could be seen as
a compensation for their contribution in the crisis. What’s more,
entrepreneurship, which is also highly correlated with technology
innovation, should be actively advocated.

d. Strengthen cooperation with emerging economies such as China.
Due to the European debt crisis, domestic demand of member
states declined sharply, which makes the foreign economic
and trade more important. The European commission can fully
perform the authorization by EU to carry on foreign economic
and trade negotiations, for instance, to start BIT negotiation
with China, and, by strengthening cooperation with emerging
economies, the development of the European economy could be
effectively promoted and accelerated.

B. EU should coordinate its political and social policy, and
consolidate the public opinion basis of EU integration.

EU citizens tend to convert their pain due to the crisis into the

dissatisfaction with integration, leading to the expansion of social rifts.
On the EU level, Eurosceptic emotion is aggravating; on the member
state level, it is manifested as the enlargement of "democratic deficit"
between elite and common people. If these phenomena were not
properly handled, the foundation for further integration would be shaky
and face the risk of fall by the wayside.
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Possible EU’s countermeasures including:

a. Rally public support for EU and strive to win the European

parliament elections on May 22 to 25, 2014. This election is the
first parliamentary election since the Lisbon treaty and a total of
751 European parliaments will be elected directly by European
citizens and the new President of the European commission will also
be decided, which will alter European party’s power distribution
in the European parliament. Therefore, the parliamentary election
results are likely to be a barometer for EU’s future political
direction. What’s upsetting is that, currently, anti-EU parties
are very active in Europe. For instance, UKIP, who is in support
of the Britain’s withdrawal from EU, is always presented and
covered by Medias. The Wall Street journal even predicts that “In
the new session of the European parliament, the Euroscepticism
parties may account for 30% of the total seats”. Thus, EU should,
on one hand, rally public support, reduce democratic deficit, and
stop the contagion of Eurosceptics, and, on the other hand, make
its efforts and call for the policy coordination among mainstream
political parties, and work together to oppose extremist. By the
time of electing candidates for European commission, more
communication is necessary. By winning elections, EU is able to
lead public opinions and strengthen the political legitimacy of EU
integration.
Solve the problem of high unemployment. Currently, the
European economy has shown signs of recovery, but for a long
time the unemployment rate remains more than 10%, causing
public outcry. And more than 20% of the youth unemployment
rate has become an important factor in social unrest. EU is quite
responsible to make positive efforts concerned, for example, to
promote employment by increasing the ESF investment, to boost
the economy by facilitating the circulation of four factors (goods,
personnel, services, and capital), to advocate all kinds of flexible
employment forms, and try to lower the unemployment rate to the
level before the crisis as soon as possible.
. Top-level design of social security reform. During the crisis, many
member states realized that the current social security level was
unsustainable, and launched a series of reform measures. However,
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social security reforms involve the vital interests of the society,
and actions on the single county level would for sure increase
public discontent. Thus, EU should shoulder the responsibility of
the top-level design and forward-looking guidance of the reform.
EU should lead public expectations for the reform by designing
rational retirement age, pension system, reference standards of
medical and nursing insurance payment, etc., and at the same
time, strengthen member states’ coordination of social security
policy by deepening the cooperation of OMC. The top design
and the coordination among member countries could, on one
hand, deepen the European integration in the dimension of social
security reform, and, on the other hand, alleviate member states’
pressure from the reform, reduce the public’s dissatisfaction with
the welfare loss, and weaken the social foundation of extremism.

C. The function of EU's institutions should be strengthened.

Multi-dimensionally, currently, it is a good opportunity for EU
to strengthen its organization functions and deepen the European
integration. Firstly, European parliament, elected after the Lisbon
treaty, and the succeeding EU institutions could lend more legitimacy.
Secondly, learning from the sovereign debt crisis, we have to admit that
Europe can tackle all kinds of challenges only when the role of EU is
strengthened. The successful assistance to Greece through ESM and
its predecessor, EFSF and EFMS, is a convincing example. Thirdly,
in the current times, the international community is faced with many
problems, regional and bilateral economic cooperation, global climate
change, prevention of massive proliferation, anti-terrorism, etc. Only
if Europe is presented by EU, can the European have their voice heard
in international affairs. Fourthly, due to the crisis, many member states
squeezed their defense spending, which does no good to their external
action capability. Thus, when dealing with regional conflicts, combined
action coordinated by EU should be more effective.

At present, the EU institutions had better to make full use of
existing institutions accreditation, and try to further establish its
authority and improve the capability of European commission and other
EU institutions through active participation in international economic
and trade cooperation and hotspot problem solving negotiations and
actions, in order to gain the substantial control of European integration.
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In the economic and trade area, EU should devote to the negotiations of
TTIP, BIT, etc., and play a greater role in international organizations,
such as G20. In tackling climate change, EU should make its effort to
promote the negation of the second commitment period of the “Kyoto
protocol”, and run for the 2015 Paris congress to lock-in substantial
gains. In preventing massive proliferations, EU should actively work
to facilitate negotiations over the Iranian nuclear issues, and pay close
attention to the evolvement of Korean nuclear issue. In global anti-
terrorism issues, EU should contribute to sharing information among
members, coordinating international cooperation with other countries
on EU level, and intensifying escort actions in the Gulf of Aden and
other risky waters. In strengthening the capability of combined action,
major countries should be encouraged to build multinational quick
reaction force, and “Franco-German axis” dual-core engine should
be strengthened. Recently, German chancellor Angela Merkel, who
was injured during skiing fall, received a cordial welcome by French
President Francois Hollande. Such token of goodwill should by all
means advocated.
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eurozone: Proposals

Cristina Elias Méndez”

Los cambios experimentados en el modelo de gobernanza
econdmica durante la crisis y la voluntad de profundizacion en la UEM
requieren la profundizacién en la Union politica. Se plantean propuestas
concretas, destinadas sobre todo a incrementar la participacion del
Parlamento Europeo en las decisiones de gobernanza econdémica, pero
también a politizar y democratizar el proceso de toma de decisiones a
nivel europeo, asi como propuestas de amplio alcance, que afectan a la
legitimidad de base del proceso de toma de decisiones.

El BCE ha adquirido un papel protagonista a la hora de afrontar la
crisis. Su actitud proactiva, innovando a la par que han ido surgiendo las
necesidades al efecto, le ha granjeado criticas, aunque también se han
escuchado voces favorables. La necesidad de dotarse de instrumentos de
los que carecia es una muestra de la falta de preparacion que padecian
las estructuras institucionales para poder afrontar con solvencia una
crisis econémica de tal magnitud, lo que justifica la necesidad de
reformas para lograr una Gobernanza econdmica adecuada. Durante la
crisis, el BCE ha venido anunciando y ejecutando potentes medidas
de provision de liquidez, en apoyo del euro y persiguiendo eliminar el
riesgo de deflacion. Es preciso ahora seguir avanzando para completar
la uniéon bancaria, proporcionando un respaldo publico europeo al
fondo de resolucidon para las insolvencias bancarias, y dotando un
fondo de garantia de depdsitos comun. Ademads, en apoyo de la politica
monetaria, por si sola insuficiente, hay que avanzar hacia la unién fiscal.
También hay que valorar y discutir sobre la introduccién de eurobonos
o la creacion de un Tesoro europeo.

* Profesora Titular de Derecho Constitucional. Universidad Nacional de Educacion a
Distancia (UNED).

179



Cristina Elias Méndez

El papel protagonista en la coordinacién de la politica econdmica
corresponde al Consejo de la UE, segun se deduce de la regulacién
del Titulo VIII del Tratado de Funcionamiento de la Unién Europea,
con el soporte técnico de la Comision. Sin embargo, en la practica,
en el marco de un intergubernamentalismo deliberativo, el Consejo
Europeo ha venido progresivamente acaparando las decisiones de
politica econdmica, que por su trascendencia y efectos de irradiacion
sobre la politica general han preferido adoptar los respectivos Jefes de
Estado y de Gobierno, reduciendo al Consejo, junto con la Comision,
a un ejecutor de las mismas, y pasando a supervisar su actividad. El
protagonismo del Consejo Europeo en la gestion de la crisis econdmica
ha levantado suspicacias por su marcado cardcter intergubernamental,
que ha venido a alterar, segtin algunos, la inspiracion predominantemente
comunitaria del modelo institucional previo al Tratado de Lisboa, y el
delicado sistema de equilibrio entre instituciones que ha tratado de
construirse en la UE. Estas reservas han tratado de enfrentarse en la
practica convirtiendo las decisiones del Consejo Europeo en actos del
Consejo de la UE, ya dentro del marco netamente comunitario.! En
todo caso, hay que sefialar que su actuacion ha sido en gran medida en
favor de la profundizacion de la Union,? especialmente en relacion con
la gobernanza econdmica, y que resulta también necesaria la reflexion
sobre la viabilidad de los esquemas de funcionamiento en una Europa
de 28 (6 27) Estados miembros.

La Comision Europea requiere un andlisis en profundidad para
poder ir algo mas alla de la percepcion generalizada de que ha sido una
Institucion que ha perdido peso politico en el marco de la gobernanza
econdmica. Resulta mas precisa la afirmacion de que ha habido un
desplazamiento de su funcidon desde la direccion politica hacia una
funcion relacionada con la formulacion, implementaciéon y evaluacion

''S. FABBRINI, “The Outcomes of Intergovernmentalism: the Euro Crisis and
the Transformation of the European Union”, en B. DE WITTE, A. HERITIER y A. H.
TRECHSEL (eds.), The Euro Crisis and the State of European Democracy, European
University Institute, Florencia, 2013, pp. 101-128 (108 y 110).

2 U. PUETTER, “Europe’s deliberative intergovernmentalism: the role of the
Council and European Council in EU economic governance”, Journal of European Public
Policy, 19:2, Marzo, 2012, pp. 161-178 (168). P. DANN, “Die politischen Organe”, en A.
VON BOGDANDY y J. BAST (eds.), Europdisches Verfassungsrecht. Theoretische und
dogmatische Grundziige, 2°* ed., Springer, 2009, pp. 335-386 (373-374).
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de programas econdmicos, lo cual supone también una parte muy
relevante del disefo concreto de las politicas que se adopten.® La funcion
tradicional de la Comisioén ha cambiado, dado que su trascendencia ya no
se cifra en la direccion politica y en su capacidad de disefio de la agenda
politica, sino en la aplicacion e implementacion de las decisiones y
procedimientos de politica econdmica. El reto para la Comision Europea
estriba ahora en encontrar su papel y saber como usar y aplicar de forma
equilibrada sus poderes de negociacion, supervision y coordinacion en
el marco del Semestre Europeo, sin generar excesivas tensiones a los
Estados, pero manteniendo su capacidad de influencia supranacional,
en el marco de una Europa compleja, ampliada, y sumida en una crisis
no solo econdmica.

El Parlamento Europeo (PE) ha logrado ejercer solo un papel
muy limitado en la gobernanza econdémica. Huelga recordar que la
Eurocamara, en la medida que representa directamente a los ciudadanos
de los Estados miembros, encarna el principio democratico. Los
principios de democracia representativa y el pluralismo politico son
representados de forma central por el PE.* Esta perspectiva fundamenta
las criticas relativas a las carencias de legitimacion democratica que
presentan las soluciones dadas a la crisis econdmica en la medida en que
laactuacion del PE se ha vistoreducida. En este sentido, se echa de menos
su participacion en la determinacion de las prioridades estratégicas, que
corresponden en gran medida, como ya hemos comentado, al Consejo
Europeo; y, frente a la Comision Europea, que si ha logrado aglutinar
una serie de funciones de ejecucidn, es patente su marginacion en el
desarrollo de los distintos procedimientos. De tal modo que el papel
sobre la politica presupuestaria y la adopcion de reformas estructurales
requeridas a la UE se ha adjudicado a las Instituciones que no han sido
directamente elegidas por los ciudadanos.

3 M. W. BAUER y S. BECKER, “Implementing an ever stricter union: the role of the
European Commission in the EU’s response to the financial and economic crisis”, 2013
EGPA Annual Conference, PSG XIV: Permanent Study Group XIV, EU Administration
and Multi Level Governance, Edinburgh Scotland — UK, 11-13 September 2013, pp. 1-24
(18 y 19). P. CALAMIA, “Evoluzione politica delle Istitutzioni europee”, Rivista di Studi
Politici Internazionali, num. 323, julio-septiembre 2014, pp. 331-334 (334).

4 JM. PORRAS RAMIREZ, “Article 10. Representative Democracy”, en H.-J.
BLANKE y S. MANGIAMELI (eds.), The Treaty on European Union (TEU), Springer-
Verlag, Berlin, Heidelberg, 2013, pp. 417-447. P. DANN, op. cit., pp. 354-356.
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Este papel marginal del PE en la gobernanza econdémica es uno de
los principales argumentos de quienes critican la falta de legitimidad
democratica de las decisiones adoptadas para afrontar la crisis
econdmica. En la medida que ello pone en cuestion el clasico principio
de intervencion del Parlamento en las politicas presupuestarias y fiscales
(art. 14 TUE y, en tltima instancia, no taxation without representation).’
Dicha falta de legitimidad democratica en la adopcion de decisiones
puede explicar la resistencia de los ciudadanos ante las politicas de
austeridad presupuestaria adoptadas.® Consideramos que el PE deberia
tener un papel mds activo. La propuesta seguramente mas extendida
es la de reforzar el papel del Parlamento Europeo a la par que el de la
Comision eligiendo al Presidente de la Comision y a los Comisarios
mediante las elecciones a la Eurocamara, presentando cada partido
candidatos a dichos puestos (lo que se hizo solo informalmente en
las ultimas elecciones europeas), politizando asi realmente el proceso
electoral europeo.’

También se debate la unificacion del puesto de Presidente de la
Comision con el de Presidente del Consejo Europeo, para incrementar
a su vez la legitimacion y el control politico del Consejo Europeo; la
creacion de una nueva Comision del PE que se encargue de los asuntos
de la eurozona, compuesta por diputados procedentes de paises solo
de la eurozona; la sugerencia de que el europarlamentario establezca
una relacion territorial y personal mas estrecha con su circunscripcion;
y el refuerzo de la cooperacion interparlamentaria, ya que no solo el
PE, sino también los parlamentos nacionales estan llamados a ser cauce

5 C. FASONE, “The Struggle of the European Parliament to Participate in the New
Economic Governance”, European University Institute Working Papers, RSCAS 2012/45,
Robert Schuman Centre for Advanced Studies, EUDO — European Union Democracy
Observatory, p. 19.

¢ E. GUILLEN, “Las ensefianzas del 15-M (El 1éxico constitucional frente a la crisis
de legitimidad)”, en I. GUTIERREZ GUTIERREZ, (coord.), La democracia indignada:
Tensiones entre voluntad popular y representacion politica, Comares, Granada, 2014, pp.
1-38 (7).

7 M. KUMM, “Democratic challenges arising out of the eurocrisis”, p. 33, en
Challenges of multi-tier governance in the EU, Directorate General for Internal Policies,
Policy Department C: Citizens’ Rights and Constitutional Affairs, 2012, p. 7, http://www.
europarl.europa.eu/document/activities/cont/201210/20121003 ATT52863/20121003ATT
52863EN.pdf
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de participacion de los ciudadanos y fuente de control y legitimidad
del sistema mediante su control de la actuacion de los gobiernos en el
Consejo (arts. 10 y 12 TUE), y actuando asimismo como parlamentos
europeos. Por otra parte, se ha sefalado la importancia de que la UE se
financie a través de impuestos propios. Otro factor relevante es que el
reparto competencial entre los distintos planos debe ser transparente
y estar sujeto a revision, para que la exigencia de responsabilidad por
la politica de la UE pueda ser clara y exigible también en los Estados
miembros y en las regiones.®

Con respecto a las propuestas de amplio alcance, cabe destacar,
sin pretension de exhaustividad, la necesidad de reformar los Tratados
para acoger los cambios que se han venido realizando, pero también
la necesidad de reformar las Constituciones nacionales (para permitir
la homogeneidad financiera), o, alternativamente, ante la imposibilidad
de avance en una Europa de 27 6 28 Estados miembros, la formacién
de un nucleo europeo (una «Kerneuropa») abierta a otros Estados
(que implica también una revision de los Tratados de caracter
constitucional).” Asimismo se ha propuesto la conveniencia de celebrar
un referéndum paneuropeo, que permitiera legitimar las medidas de
reforma de la gobernanza econdmica y aliviar las tensiones sobre los
ejecutivos y legislativos de los Estados miembros frente a una critica
opinion publica.'”

El punto de partida y cierre del andlisis constitucional de la
Unién Europea es la concepcion de la misma como una organizacion
democratica. A los constitucionalistas nos corresponde enjuiciar el
modelo de gobernanza econémica, atin en construccion, desde la optica
constitucional, y por tanto, de legitimidad democratica y de respeto a
los valores y principios constitucionales europeos e internos. Como nos
viene recordando Balaguer Callejon,!! frente a las tesis economicistas,

8 1. PERNICE, “Conclusion: what future(s) for the multi-tier governance?”, en
Challenges..., op. cit., parrafos 8 a 10. M. KUMM, op. cit., pp. 33 a 35.

% J.-V. LOUIS, “Institutional dilemmas of the Economic and Monetary Union”, en
Challenges ..., op. cit., p. 7.

10 A. MANZELLA, “Is the EP legitimate as a parliamentary body in EU multi-tier
governance?”, en Challenges..., op. cit.. 1. PERNICE, op. cit.

' E. BALAGUER CALLEJON, “Una interpretacion constitucional de la crisis
economica”’, ReDCE, nim. 19, Enero-junio 2013, pp. 449-454.
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hay que reivindicar una lectura constitucional de la crisis econémica,
en lugar de una interpretacion funcional de la democracia al servicio de
otros intereses, sea la eficacia o eficiencia econdmica, legitimas sin duda,
pero que en todo caso deben quedar subordinadas a la preservacion de
la democracia pluralista y los derechos fundamentales.

El respeto al Derecho de la Union Europea, el refuerzo de la
legitimidad democratica, la politizacion del espacio publico europeo,'?
con la creacion de un espacio publico pluralista de libre discusion, ' el
respeto a los derechos fundamentales, también a los derechos sociales,
constituyen, pues, los caminos por los que se deberia seguir avanzando
para reconducir las soluciones a la crisis a los cauces de los que nunca
debieron salir, y que son los cauces del Derecho y de una Unidén Europea
democratica.

12 P. HABERLE, “Europa como comunidad constitucional en desarrollo”, Revista de
Derecho Constitucional Europeo, num. 1, enero-junio 2004.

13 F. BALAGUER CALLEJON, “Crisi economica e crisi costituzionale in Europa”,
Rivista elettronica del Centro di Documentazione Europea dell Universita Kore di Enna,
pp. 82-99 (84).
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Cristina Hermida del Llano”

1. What is the best institutional framework for the Eurozone,
in order for it to function in the most efficient, transparent and
democratic manner?

1) We must concentrate on true political solidarity (which implies
a certain degree of mutual debt obligations). The crisis is not so much
financial, economic, or revenue-related, as it is political.

2) We must achieve solidarity based on an emerging demos europeo.

3) We must recover economic growth by policies that stabilize the
economic cycle.

4) The objective must be a credible and stable monetary union.

5) Even though the Euro has ended the currency war, there are
still no common economic policies that correct imbalances. We must
create such policies through dialogue between member States in order
to preserve the common good.

6) We must avoid increasing differentials in competitiveness
between the regions and processes that lead to unsustainable debt.

7) To allay such distrust, we as Europeans have created direct
solidarity between States through financial aid (referred to in some
countries as state rescue funds). Additionally, indirect solidarity is
shown by the ECB buying state bonds. But this is not enough. One must
avoid history repeating itself, avoid new imbalances that lead to another

" Prof. Jean Monnet. Universidad Rey Juan Carlos, Madrid. Spain; cristina.hermida@
urjc.es
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crisis, and, above all, rescue the peripheral States from the downward
spiral of recession into which they have entered.

8) We have to deepen the integration of the Euro zone to build a
“true economic and monetary union”, as suggested by the title of the
report prepared by H. van Rompuy for the European Council.

9) We need true growth policies for Europe, as austerity without
growth will lead to our downfall. Adjusting for differentials in
competitiveness solely on the basis of deflation in Southern Europe,
without an expansionary contribution from countries in Northern
Europe that are in surplus, is not socially sustainable.

10) Excessive austerity and deflation, together with high
unemployment, negative growth, and credit drought make the
application of reforms impossible that could restore competitiveness in
southern countries.

11) Growth should be restored rapidly to achieve stability in the
Eurozone.

12) We must break the taboo that policies that create demand are
intrinsically bad. New ways to increase demand should be found while
maintaining a credible trajectory of fiscal stabilization (relaxing the
rules regarding the co-financing of European projects, or excluding the
investments from public debt to improve the balance sheets).

13) We should concentrate on exchange rates to increase external
demand.

14) The people cannot support austerity policies that do not lead to
tangible results in the short term.

15) It is fundamental that the internal economies of member States
be dynamic. In Greece, Ireland, Portugal, Spain, Italy, now in Cyprus,
but also in France, policies are being adjusted to reduce the public
deficit, private debt, and bank balances.

16) Fiscal adjustments cannot justify the use of means that lead to
reduced internal demand, economic activity, and employment: reduction
of public investments and pensions.

17) The goal of increasing competitiveness cannot justify the
reduction of salaries that end up reducing internal demand.

18) We should not seek efficacy in the adjustments by employing
excessive austerity policies. The reduction in salary costs is not equalled
by the increase in competitiveness.
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19) The strategy of adjustment that dampens internal demand
seems not very effective. Certainly, it has reduced the enormous and
unsustainable exterior deficit, but at the cost of economic depression
that can lead to long-lasting effects on the social and productive fabric.
The case of Spain or Portugal serves as an example.

20) Euroskepticism will grow if there is no economic and social
cohesion in the European Union.

2. Blueprint for a Political (federal) Union beginning with the
Eurozone

1) It is of fundamental importance to strengthen the role of the Eu-
ropean Parliament and the European Commission. The role of the Com-
mission is very limited and the Parliament has practically none. Politics
still occur on the national level, and funding decisions of or adjustment
measures are the sole responsibility of to national parliaments.

2) All of the changes in Europe that have arisen as a consequence
of the crisis, and even more those that remain to be done, imply a supra-
national transfer of sovereignty that should be accompanied by the
corresponding and necessary democratic control.

3) With a view to the future, we should establish a clear political
model that the EU will adopt. As is well known, this could be either
the inter-governmental or Community model. The crisis could have
moved the EU in the direction of federalism. Events have proved
otherwise, so that the inter-governmental logic has prevailed, which
can be summarized, in the words of Jean Pisany Ferry, director of the
Bruegel Institute in Brussels, as a collective inter-state insurance policy,
accompanied by a strengthening of budget discipline in the absence of
tax policy harmonization.

4) We should reassess and reflect upon the purpose of Community
funds that provide financial aid to the member States that are not part
of the Euro but have budget problems, while similar measures have
not been adopted for Euro member states, which have advanced the
furthest in Community integration. A system of mutual guarantees was
put into place instead, of which the European Stability Mechanism is
the most elaborate, governed by a group of finance ministers that is not
answerable to the European Parliament.
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5) We must concentrate, once and for all, on developing the federal
model instead of the inter-governmental model of mutual assurance and
discipline dictated by colleagues.

6) The inter-governmental model suffers from two problems: the
scarce representation of general European interests and the weakness
of the executive branch at the Community level.

7) Advancing federalism requires conferring upon the Union, or the
Euro-zone in the vision of the two Europes (the zone with and without
the Euro), resources truly of its own, of sufficient breadth to finance
public European projects and stabilization measures. In addition, the
EU should have the capacity to issue bonds to finance aid programs to
countries or recapitalize Banks. Such Eurobonds would be issued by a
European Treasury and guaranteed collectively by all countries.

8) The natural candidates for this advance in federalism are the
Euro-zone countries, as they are already the most integrated. A budget
for the Euro-zone should be based on financial transfers and investments
timed to counter economic cycles. Unemployment insurance would be
a good example, at the cost of breaking another taboo, which prohibits
the EU from interfering in such transfers.

9) It is important to harmonize labour policies. In the management
of the crisis, interstate mechanisms have been used, which are not truly
loan transfers, as were the bilateral loans first to Greece, the European
Stability Fund afterwards, or the BCE’s active involvement in the
secondary public debt market. Interpersonal solidarity mechanisms
would defocus asymmetric shocks and distribute the load among the
entire EU, as would also be the case if the EU guaranteed bank deposits.
Eurobond issues would be another inter-State solidarity mechanism,
which would make the poor ad-hoc decisions of the Eurogroup meetings
unnecessary (see the case of Cyprus).

10) Provide moral education to European society to reach a common
ethos or moral personality. For this purpose, it is necessary that one
listen to the intellectuals as the critics of social morality, so that the
European Union is not guided solely by technocrats.

11) Construct solidarity between citizens at the European level,
surpassing the solidarity between States, which is limited and conditional,
and reaching a solidarity based on a common ethos. Creating such an
ethos should be one of the objectives and goals.
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12) Re-establishing a project whose benefits would be perceived by
European citizens would also be a positive development for the rest of
the world. Our motto should be “the Union conveys strength”. The cause
of the crisis does not lie in the economic and financial situation. Its root
cause lies in a much broader problem in human relations. The social
crisis we are facing — protests, violence, depression, the collapse of the
educational systems, the enormous rates of divorce, drug abuse, and
the current problem of greatest importance in Europe: unemployment —
can only be cured through a union and unifying policies that overcome
differences.

13) It is not enough to tell those countries with economic problems
what they should do and condition loans to the State on the application of
the suggested measures. The countries whose economies have suffered
are precisely those countries whose citizens have bought products from
their rich neighbours until they reached the point of bankruptcy. The
solution, as a consequence, should be one of mutual sustainability
and responsibility, instead of unfettered consumerism. The era of
consumerism has reached its end in many countries of the Euro zone,
and now is the moment to implement a new economic paradigm-one of
interchange and mutual help.

Key words: Crisis-solidarity-demos Europeo — Common Good-

integration — Competitiveness — Economic Cohesion-social — Cohesion-
federalism— education— Intellectuals — Mutual help
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The EU’s economic and social crisis and a constitution
of social governance

Dagmar Schiek”
Response to the Geneva/Lisbon initiative
Introduction

This policy advice paper responds to the question how we might
recover from the economic and social crisis through the deepening of
European integration. European Commission President Barroso has
asked the Jean Monnet professors, through the Jean Monnet colleagues
Dusan Sidjanski (Professor emeritus University of Geneva for political
science and special advisor to President Barroso) and Professor Fausto
de Quadros (Professor in Law at University of Lisbon), to contribute a
five page paper each to answering this question. Complying with this
request offers me the opportunity to condense into policy advice some
of the research publications which are direct and indirect result from
Jean Monnet programme funding I received from 2008 until today.'

My work has focused on analysing substantive EU law from a critical
legal studies perspective and highlights the normative commitments of
the European Union deriving from its constitutional values. Given the
increase of social values such as social justice, solidarity and social
inclusion through a number of Treaty Reform, I have substantiated
the EU’s constitutional obligation to reconciling economic and social

* Ad personam Jean Monnet Chair. Centre for European Law and Legal Studies.

' These were the Jean Monnet Multilateral Research Group “Economic and Social
Constitutionalism after the Treaty of Lisbon”, which I led, with the participation of
colleagues Ulrike Liebert (Bremen) and Hildegard Schneider (Maastricht), from 2008 to
2010 (past project page), and the current Jean Monnet ad personam Chair (current project

page).
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integration (Schiek, 2012, pp. 215-224 especially), confirming the
concept of socially embedded constitutionalism (Schiek, 2012, pp.
53-74; Schiek, 2011). The more recent publications (Schiek, 2013 a);
2013 ¢)) moved towards analysing Economic and Monetary Union
from the perspectives of social justice and substantive legitimacy. From
this work derives my conviction that the current problems concerning
the European Union, including its €-area, are of a substantive nature,
and cannot be overcome merely by new public institutions. I am also
convinced that the EU cannot move forward without the €-area and the
€-area cannot move forward without the remaining European Union.
After all, all Member States are expected to move into the €-area with
time — presently with the exception of the United Kingdom and the
Kingdom of Denmark. Accordingly, my specific proposals refer to the
European Union as a whole, while including some specific ideas for the
€-area.

This explains my specific approach to the questions we were asked
to answer. First, considering “what is the best institutional framework for
the Eurozone, in order for it to function in the most efficient, transparent
and democratic manner”, I will focus on societal institutions, discussing
the relationship between the states and the Union on the one hand and
civil society and social actors at national and European levels on the
other hand. Second, considering a “Blueprint for a Political (federal)
Union” [ will discuss steps towards an ever closer Union of the peoples
of Europe (Article 1 TEU), which ensures the continued legitimacy
of the European integration process by striving for sustainable social
justice (Article 3 TEU). I believe that such a vision specific to the
unique polity established by the Treaties of Rome is more adequate to
achieve progress in European integration than reverting to federalism as
a notion developed for nation states. This does not, of course, exclude
analysing the EU as a federalist entity from the perspective of political
sociology.

Institutional vision for the Union: transnational social governance

There is little doubt presently that the European Union and in
particular the €-area, consisting of 18 of its 28 Member States, is in a
crisis initiated by the global economic crisis starting with the Lehman
brothers’ bank collapse in 2008. The acceleration of policy measures
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undertaken by the EU and its Member States to overcome the government
debt and related €-area currency crisis have caused social hardship in
the countries hit most severely by the crisis and driven their citizens out
on the streets in protest. Further, national legal activists raised claims
before their constitutional courts and international institutions in order to
(re)claim civil and social rights impacted upon by the reforms promoted
by the EU institutions and (partly) the International Monetary Fund.
(Schiek, 2013 a), p. 207) This exposes the risk implied by inadequate
institutional responses: citizens feel that specific details of structural
reforms are imposed on their democratically elected governments by
executive bodies collaborating with international agencies such as
the IMF, while the economic situation in the target countries does not
improve, and in particular youth unemployment soars.

Governance in the Union and the €-area has been criticised as being
dominated by executives and unelected experts (Curtin, 2014, pp. 7-23,
with further references); and the expansion of the €-area’s institutional
framework through two international Treaties has attracted criticism
in particular. (Witte, 2013) There is already an array of proposals on
how to better adapt the formal, public-law institutions of the European
Union and a subsection of it comprising the €-area, (Maurer, 2013) to
which I do not aim to add anything in this paper.

I would prefer to point towards an important oversight in relation
to social institutions that are suit-able for maintaining social cohesion
generally and in times of crisis. While anti-crisis measures imposed in
Country Specific Recommendations and Memoranda of Understanding
regularly include remarks on the desired development of wages and
other means of distributing income, there is little concern with the social
institutions safeguarding such distribution in legitimate ways. As regards
wages, in most EU Member States trade unions and employers and
their associations are important institutions in this regard. International
Treaties, to which most Member States are signatories, demand that
they accord these institutions a certain degree of autonomy from state
intrusion. Accordingly, the measures taken by one prominent Member
State in response to demands of the EU Troika and the IMF relating to
the collective bargaining system have attracted the critique of the ILO
supervisory institutions. (Schiek, 2013 a), p. 207)
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It is fair to say that there is some consideration for the role of
management and labour in crisis management in so far as institutional
corporate dialogue is envisaged in the social dimension of the Economic
and Monetary Union. (European Commission, 2013) This commitment
could be underpinned institutionally by adding an € area dimension to
the Tripartite Social Summit for Growth and Employment under Article
152 TFEU, without neglecting the necessary coordination of specific
€ area initiatives with the work of the Social Summit in general. Such
corporatist initiatives will not, however, strengthen the institutions that
can autonomously establish distribution of income. To the contrary,
it may even endanger the continued existence of these institutions
nationally, and inhibit their development at supranational levels. The
€-area as well as the European Union as a whole can only gain from
the additional potential of self-governance inherent in a functioning
industrial relation system at national € area and supranational levels.
While these institutions need to develop on their own accord, the Union
can discontinue endangering the preconditions for such institutions to
develop. One step into this direction would be to end setting targets
as to the development of national industrial relation systems, as is
presently typical for the recommendations adopted in the framework
of the European semester. Another step would include to encourage
supporting activities for exploring transnational, €-area wide and EU
level industrial relation institutions.

Further, there is another institution whose potential in crisis
management has not been fully explored yet: under Article 14 TFEU the
European Union can establish foundations for Services in the General
Economic Interest, which include Social Services of General Interest
(SSGI (Neergaard, et al., 2013). The EU has not yet used the legislative
competence in order to clarify preconditions of creating SSGI at EU, €
area or transnational levels. Such clarifying legislation would have the
potential to support activities of voluntary organisations in combining
forces to combat dire social need at EU level. (Schiek, 2013 b)) Further,
the potential of SSGI potentially encompasses a project which has been
discussed upon suggestion by the European Commission: an institution
creating an EU level or € area level element of unemployment benefit
(Strauss, 2013). Presently, this initiative is mainly discussed as a
macro-economic instrument. Considering the potentials of establishing
a social institution supporting the European social model at the EU
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level adds an additional (and challenging) dimension. New question
demand answers: not only is a decision needed on where contributions
are raised geographically, but also the questions of who organises the
scheme and how trade unions can be involved need to be answered.
Further, the EU unemployment insurance can hardly be restricted to
short term unemployment, should it have the potential of constituting a
social institution for an EU level social model.

This is only one example of how SSGI established within a Union
framework, but relying on societal actors may contribute to a social
dimension of EMU and the European Union in general.

Towards an ever closer Union of the Peoples of Europe

These institutional considerations already point toward a substantive
vision of how the ever closer Union of the Peoples of Europe could do
justice to the grand social traditions of the European Union.

The specification of the EU’s constitutional commitment for
reconciling economic and social integration (Schiek, 2012, pp. 215-224)
for active solidarity within the European Union (Schiek, 2013 ¢); Schiek,
2012) offers ample opportunities to develop policies towards that end.
The constitutional framework also allows interpreting the legal bases
of the € area in ways that allow resolve potential tension between the
commitments to price stability and avoidance of excessive government
deficits on the one hand (Articles 119, 126 and 127 TFEU) and social
justice, high levels of employment and social inclusion (Article 3 TEU)
on the other hand. Policies developed from these principles are also
suitable for closer cooperation between the Member States constituting
the € area. I will only mention a few examples.

In the political economy literature, many authors have stressed that
EMU reduces the choice of instruments for national policies for dealing
with cyclical shocks and will motivate states to utilise wage flexibility
and reduction of social transfers as “shock absorbers” (Fernandes &
Maslauskaite, 2013, p. 74). The constitutional demands referred to
above lend an additional justification to political demands of identifying
alternative ways. Next to defending a different set of priorities, there
would also be the option to ensure that Member States are limited in
seeking to rely on “wage flexibilisation” in times of crisis. One way of
ensuring this would be the creation of an EU minimum wage level —
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whether through legislation or collective bargaining or a combination
of both. Encouraging even a relative minimum wage, the EU would
prevent national policies from relying on the easiest and most damaging
way of ensuring adaptation. The establishment of a legal competence
on the basis of the Treaties would constitute a challenge. However,
that challenge is not insurmountable — though some recourse to policy
coordination instead of harmonisation legislation might be needed.

Further, there is the danger that the slogan of “structural reforms”
translates to flexibilisation of working conditions much more easily
than to overcoming weaknesses of enterprises in their market oriented
activities. So far, the EU’s new economic governance has been
accompanied by a reluctance of the EU legislator to secure minimum
standards of employment conditions through harmonising legislation.
(Schiek, 2013 a), p. 206; Clauwaert & Schomann, 2012, p. 6) Changing
this political preference would better comply with the constitutional
demand to reconcile economic and social integration. Returning to the
politics of ensuring a minimum level of employment regulation could
be an important lever for transnational social governance.

Last but not least, the European Union should remind itself of the
prominent role that non-discrimination law and policy have played
in the development of its governance model in the past. While non-
discrimination law and policy cannot be characterised as an element of
EU social policy (Somek, 2011), it is important that EU socio-economic
policy does not betray this set of normative commitments. This has,
however, happened in devising specific crisis-combating instruments
for Memoranda of Understanding. For example, demands to ensure
that wages or working conditions differentiate by age are common,
(Schiek, 2013 a), pp. 205-206 with further references), and a thorough
mainstreaming of those measures under aspects of gender equality
or avoiding discrimination (Articles 8 and 10 TFEU) is absent. This
lack of attention risks giving up a valuable contribution of the EU to
modernising national social policies, and endangers the sustainability
of the often-preached structural reforms.

Conclusion

On the lines of the principles outlined above, more policy initiatives
and principles for regaining social sustainability of economic and
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monetary union can be developed, which would have exceeded the
limited space for this contribution. It seemed more important to stress
some often-neglected principles to which EU institutions and policies
in the ongoing global crisis should respond if they are not to violate the
constitution of social governance demanded by the Treaties. These are
the need to ensure sustainable social institutions at EU level for ensuring
social inclusion without over-reliance on state and public initiatives, and
the need to safeguard substantive legitimacy of EU economic policy in
times of crises. In regards of the second objective, it seems particularly
important to ensure substantive minimum floors of rights for the most
vulnerable, and to not abandon the equality and non-discrimination
agenda for the purposes of crisis management.
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As the answer to your kind invitation to contribute on how we might
recover from the economic and social crisis through a deepening of
European integration, please find a few general comments and remarks
regarding the best institutional framework for the Eurozone and the
blueprint for a Political (federal) Union beginning with the Eurozone.

1. What is the best institutional framework for the Eurozone,
in order for it to function in the most efficient, transparent and
democratic manner?

It is probably widely accepted that current imbalances in the
Eurozone are caused by some factors, like the low level of coordination
of economic policies of Member States, while in future it would be
difficult to exist without their partial centralization. That is not only the
problem of loss of sovereignty by Member States but how to achieve the
institutional framework for it. In my view we should base on existing
EU institutions, increasing their powers and making the Commission
the future “headquarters” of implementing it.

Another present problem is so called budgetary federalism, which
should be worked on in the following decades. In future we must
consider not only how the national budgets should be ruled, since this
has been at least partly achieved and needs mainly improvements, but
we should not get rid of an idea of the Treaty regulating some areas of
EU citizens and economies financed directly by the European Budget in
a similar way as national governments do now. However in such a case,

* Chair of International and European Law, Chair Jean Monnet for European Legal
Studies Wroclaw University. Poland.
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the treaty provisions should be shaped as current art. 2 TfUE drawing
rather a strict dividing line between areas where Member States are
responsible for and those financed by the Union. Politically the most
difficult would be to introduce some kind of a European Tax paid by
citizens.

Taking into account even historical experiences of the European
States, the conclusion should be drawn that only fully democratic
institutions should have the powerto decide on revenues and expenditures.
Therefore, if the European Parliament is to be this institution, its power
should be greater than the Council’s. Consequently, the competences
of the latter should rather be limited to the approval of the whole set
without the opportunity of amendments.

2. Blueprint for a Political (federal) Union beginning with the
Eurozone.

The idea of full Political Union seems to be of particular importance
for the future of the EU, however in the complex current political
situation it is highly doubtful whether this idea can be implemented
over the coming years.

Apart from these doubts, there is the idea of firm, sound basis for the
Political Union through the strong political leadership. In this context,
the Eurozone appears as the most wanted beginning of the political
federal union in Europe. The stronger the Eurozone is, the stronger
Political Union could be too. The very close financial and monetary
ties between the Member States in the Eurozone are essential for its
achievement. But on the other hand, leaving behind these 18 closely
integrated states, one can see the problematic symptom of the two-speed
Europe (or even Multi-speed Europe, when taking into account other
branches of integration). One strong, efficient and united Eurozone is in
this context the firm basis for the Political Union, which certainly is not
surprising if we bear in mind the importance of economic issues for the
overall unity of the EU.

In order to avoid future risk of creating some kind of a new
organisation within European Union, the idea of the Eurozone having its
own political institutions should be abandoned, even the one providing
selected organs of the European Parliament. So, if we want to combine
it with the need for leadership, instead of establishing new institutions
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and new procedures, the role and competences of the President of the
European Commission should be significantly increased: both political
and economic powers. This conclusion seems to be justified since, by
virtue of the art. 17 TEU, a candidate for President shall be proposed
taking into account the elections to the European Parliament. It would
be easier to cope with allegations relating to the democratic deficit,
especially if some other measures to make such a candidate known to
the public even before the elections are introduced.

It should be also taken into consideration that there are Member
States, which have not (or could not) introduced the Euro so far and they
also might be deeply interested in participation in the Political Union. At
least some such societies might be discouraged not by such an idea itself,
but by the consequences of having the Euro — the advantage of which
would be taken by euro-sceptics. Therefore even if the Eurozone is to be
the framework to achieve a new advanced stage of the integration, these
States should receive an offer of at least conditional cooperation with
or even within the Political Union, voting rights in the most essential
topics of the European future included.

Key words:

European Union; Political Union; crisis; Eurozone; European
Commission.
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Danuta Kabat-Rudnicka”

What institutional framework is needed for the Eurozone to
function in an efficient, transparent and democratic manner?

General remarks

The European Union was conceived of as an international
organization which would bring about economic and political prosperity,
and since it has become an almost fully-fledged economic entity, it was
expected that in times of crisis appropriate measures would be taken not
only by member states individually but, above all, by the European Union
itself. However, as the crisis has clearly demonstrated, the European
Union was not, in fact, prepared for the economic downturn, let alone
the ensuing deep economic and financial crisis, and consequently took
actions limited to ad hoc and legally questionable measures.

The crisis made it clear that integration processes are able to
develop and flourish in the case of complementary economies. The
European Union (formerly the European Community), having achieved
the monetary union, departed from its fundamental principles, i.e., strict
compliance with convergence criteria and commitments according to
the stability and growth pact. Besides, a monetary union was created
but not an economic union, as economic policy still remains the
responsibility of individual member states.

The measures taken by the European Union fell into three areas:
financial management, economic governance and banking union. And
yet these measures are criticized since: they represent different legal
regimes (communitarian and intergovernmental); formally maintained,

* Cracow University of Economics
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but in a sense a new institutional architecture is being established, since
the existing institutions were equipped with powers which go beyond
those provided for in the European Union treaties; and in addition to
this, new regulatory regimes were created, which escape democratic
control. So, there is governance characterized by a shift in authority
from representative institutions (European and national parliaments) to
member states (represented in the European Council), next to a change
in the European Union institutional balance, which raises the issue of
democratic legitimacy for actions taken and policies implemented.

What should be done? What is necessary and what is feasible?

In dealing with competing aims and values, certain questions are
inevitably raised, such as: who should take the necessary measures?
should this be the European Union (given the risk of negative spill-
over)? should it be the member states (according to the principle of
subsidiarity)? or, since we are dealing with monetary policy, should it be
the European Union? or perhaps the member states, as some measures
fall within the scope of economic policy?

Following points are offered for consideration:

1. As far as the Eurozone institutional framework is concerned,
there are already institutions in existence, and we simply need to make
better use of them. Since we are dealing with the monetary union,
the integrated core, European Union institutions clearly need to be
involved as follows: the Council on behalf of the member states; the
Commission on behalf of the European Union; the Court of Justice as
the European Union adjudicator; the European Parliament representing
the European peoples; the European Central Bank on behalf of the
Eurozone. Additionally, within this given framework the influence of
the European Parliament and the Commission should be strengthened.

2. The European Union should undertake only these measures which
are necessary, leaving room for member states to act independently,
especially when it comes to economic policy. However, it should be
the responsibility of the European Union to coordinate actions taken by
individual member states.

3. The European Union law should be simple, precise and
comprehensible to anyone. Any ad hoc and legally questionable measures
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as well as measures of a non-binding force and a non-permanent
character should be avoided. Besides, when member states conclude
agreements between them, European Union institutions should not be
involved in them, since by doing so they are exceeding their authority
and competences far beyond those provided for in the existing treaties.

4. Better use should be made of the given institutional framework,
i.e., European Union institutions along with independent agencies,
bodies and committees. They should adhere to such values as:
professionalism, accountability, accessibility, openness, transparency,
simplicity, predictability, cooperation, compliance, and economization.

5. Other measures should also be taken such as: better supervision,
better compliance, better enforcement of commitments, enhanced
cooperation not only between Eurozone countries but also between
Eurozone and non-Eurozone member states, along with a better use of
provisions already in existence either in the primary or in the secondary
law.

Blueprint for a political (federal) Union based on the Eurozone
General remarks

Political union, a European federation — such was the dream of the
founding fathers, and indeed the European Union has become such a
federation (sic!). It is also an international organization, albeit a special
one, based on treaties, the instruments of public international law. As to
its formal, institutional structure, it is closest to confederation, however,
as to its day-to-day work, it is a federation, a structure based on federal
principles but without the status of a federal state.

The European Union is a dynamic and an evolving structure, a
combination of different principles, types and forms, characterised by
federal, intergovernmental and sui generis features. It pursues various
aims (economic, social, political, legal, etc.) and it encompasses diverse
states (as to their identities, history, experiences, economic and social
models, etc.).

Generally speaking, the European Union should be open,
transparent, comprehensible and accessible to everyone. It should be
rigid but at the same time flexible, in line with the rules and principles
to which both the European Union institutions and the member states
adhere. Measures should be common (not unilaterally imposed) and a
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better use should be made of given institutions and legal provisions.
The European Union should respect member states’ identities, ways of
development, social models, etc., whereas member states should adhere
to their commitments and work for the common good.

What kind of a political (federal) union?

The European Union is already a political union (although not yet
fully-fledged) and a federation since it is characterised by a self-rule
and a shared-rule.

It should be said that there is not just one federal system but rather
two principal models, i.e. dual and cooperative. Both solutions are
present in the European Union, i.e. dual federalism, when it comes to
exclusive competencies and the principle of conferral, and cooperative
federalism, when we face shared competences and the principle of
subsidiarity. However, due to strong national identities, in the European
Union features of dual (rather than cooperative) federalism should be
strengthened.

The principle of loyalty is another feature of federalism. Itencourages
cooperation and imposes obligations on the federal government and on
the governments of constituent units to respect mutual interests. In the
European Union it is known as sincere cooperation and is characteristic
of cooperative federalism. Another principle is that of primacy (or rather
supremacy) for although the European Union is not a fully-fledged
federation in the sense of a federal state, its law prevails over conflicting
national law. Another principle is that of subsidiarity, a political and
a legal directive, since it refers to the allocation of powers between
different levels and to the exercise of concurring powers, typical of
cooperative federalism.

The European Union is already a federation, i.e., a federation
where member states retain their status and at the same time accept
a new entity with a legal personality, a federation based on the treaty
which resembles a constitution, a federation whose law prevails in areas
assigned to it — a federation without a federal state (sic!).

To sum up, the European Union is a federation, where next to the
member states, an individual is a subject with rights and obligations
enforceable in courts (European and national). Regarding the political
dimension of the Union, there is no need to create new institutions,
indeed, we already have plenty of them (regular and ad hoc meetings
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of the representatives of states and governments, President of the
European Council, Eurosummits, etc.). What we now need is simply to
make better use of the powers assigned to them.

The European Union cannot lose its identity at the cost of short-
term economic and political gains. It is a legal and political entity where
fundamental freedoms are observed and human rights are guaranteed.
Such European Union is (and will continue to be) accepted by European
citizens, irrespective of whether it is called an international organization,
a political union, a federation or a sui generis structure.

Crisis and what next?

In the time of crisis, the European Union enacted new measures
but also gave new meaning to the existing mechanisms. In principle,
the institutional framework was maintained, however, the European
Commission gained new implementing and monitoring powers, the
position of the European Council as well as the European Parliament
were strengthened, and also the powers of the European Central
Bank were increased. Besides, some domains, previously national are
being communitarised (or rather jointly coordinated, e.g. European
semester). So, we can observe a creeping centralization of competences
and the rise in importance of existing institutions (communitarian
and intergovernmental). However, due to the fact that some of the
institutions do not have a democratic mandate, it makes that the
effectiveness prevails over the transparency of the decision-making
process. Besides, some measures were taken outside the European
Union legal framework, in the form of intergovernmental agreements,
thus bypassing the institution of enhanced cooperation. This does not
go hand in hand with a transparent and an accountable European Union.

It should also be added that some elements of fiscal federalism
were brought in. One should point out to the implementation of two
of its components, namely: fiscal rules, coordination of policies and
supervision (six pack, two-pack) and crisis management mechanism
(European Stability Mechanism). The crisis also made the Union
consider issues, which previously have not been undertaken, for they
fall within the domain of the member states. It also showed how much
national economies are interdependent, and hence require common
measures.
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The European Union has not yet entered the phase of fundamental
institutional reforms and the measures, ithas taken, have beennecessitated
by the situation, so they are somewhat random, nevertheless they prove
that change is possible (sic!). The Union is becoming more and more
heterogeneous, however, its diversity, which denies the preached so far
philosophy of uniformity, allows for a better adaptation and a greater
efficiency of measures taken, especially in difficult situations, to which
the recent financial crisis belongs.

New challenges the European Union is facing

The financial crises, which according to some is over, while in the
opinion of others is still haunting the European Union and its member
states, is not the only challenge the Union is facing now. On the 23"
June 2016 United Kingdom citizens voted to leave the European Union
and meanwhile the migration crises reached the Union and its member
states. So, on the one hand, the European Union is making efforts to
complete the banking union, whereas on the other, it must face new
problems and challenges that Brexit and migration crises have caused,
next to the changing nature of transatlantic relations and an uncertainty
as to their future shape.

The very withdrawal of a member state weakens the whole
construction and points to the shortcomings of the integration project,
however, this new situation is also an opportunity to make the European
Union reform and strengthen. And since the European security is now
an issue, there is need for a closer cooperation, especially in an area of
security and defense.

An ever closer Union?

To make the European Union stronger and ready to cope with new
challenges, it must strengthen its policies in an economic (banking,
fiscal) and a political (security and defense) domain, thus creating an
ever closer Union, a European federation (sic!).

We Europeans must work together for our common future since
only united we stand divided we fall.
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keywords: professionalism, accountability, accessibility, openness,
predictability, cooperation, compliance, economization, supervision,
enforcement, competencies, loyalty, subsidiarity, primacy, international

organization, sui generis structure, political union, federation, identity,
heterogeneity, uniformity.
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EU Economic Studies

Dieter Krimphove®

1. Economical Background the Proposals

The Jean Monnet Chair “ad personam” of Prof. Dr. Dieter
Krimphove aims to evaluate the entire range of phenomena’s of
European state formation and integration by the means of the “The
New Economical Approach” (New Institutional Economics, Economic
analysis of Law). For this reason the following report relies on welfare-
economic analyses.

This Economical Approach (especially the Public Choice Theory
and the Economic Theory of the Democracy) assesses Law- or Political-
Institutes according to their ability to reduce costs, which incurred the
Community (here: The European Union) by its transactions.'

A starting point certainly offers North’s?> economic theories of
“states”. North maintains that the State — by offering various transaction-
facilities to his citizens — reduces the transaction costs:*

* Prof. Dr. jur.

' Buchanan/Tollison/Tullock: Towards a Theory of the Rent-Seeking-Society, Texas
1980 Aslund/Boone/Johnson: Escaping the Under-Reform Trap, Internetional Monetary
Fund Staff Paper, Bd. 48, S.88 ff. (m.w.H); Niskanan: Non-Market Decision Making —
The Peculiar Economics of Bureaucracy, in: American Economic Review, Vol. 58 (1968),
S. 293 ff.; Barro: Recent Developments in the Theory of Rules versus Discretion, in:
Economics Journal Vol. 96, (1986) (Supplement), S. 23 ff.; Snidermann/Theriault: The
dynamics of political argument and the logic of issue framing, in: Saris/Snidermann
(Hrsg.): Studies in politic option — Gauging attitudes, non attitudes, measurement error
and change, Princeton 2004; Rawls: A theory of Justice, Cambridge 1975, S. 284 ff.; Hare:
Rawls’ Theory of Justice, in: Daniels. Reading Rawls: Critical Studies of a Theory of
Justice, Oxford 1973, S. 81 ff.

2 North: Structure and Change in Economic History, New York, 1981, Theorie des
Institutionellen Wandels, Tiibingen 1988, S. 21 ff.

3 North: Structure and Change in Economic History, (a.a.0.), S. 24 ff.

4 See also: Krimphove: The Weimar Triangle “and its multinational Role in Conflict-
Management and Reconciliation — An erconomical approach, in: Kuklinski, Pawlowski:
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In order to manage its own life and economical prosperity the individual is
to acquire raw materials, food and services from resources. Therefore the
Law-Institute of “Property” or assets and even the possibility of their transfer
must be defended against annexation, destruction and the unjust practice of
non-owners. Several considerable transactions costs must be expended toward
these defenses.

These costs are macro-economically detrimental, because they do not improve
neither the quality of products and services, nor their distribution range and
availability. On the contrary; financial resources (that could have otherwise used
to improve R & D) will be bond by these costs. These costs will furthermore
hinder the exchange of goods and services.’

In this context the Institute “State” comes to the fore, as the state guarantees
by its law-system legal protection of property, assets and their transmission.
The state — by its monopoly of force — grants also the legal enforcement of this
law and economical Institutes.® The state offers, due to synergy-effects and the
specialization of its executive-organs (police, judges, and executive officers),
the possibility of this defense services far cheaper to provide than each of its
members.” In other Words, the legitimacy of a state is justified by the fact that
he will offer necessary protection achievements far more favorably than its
individual members.®

For this reason, the state may even require contributions in the form of taxes
and fees to ensure such services. He also may claim penal-sanction for any
threat to the so-protected legal interests.’

A democratic system will endure only if the members have the impression that
the costs paid by them are not too high and their expenditures are used only
for their benefit. Otherwise their members opposite against the governmental
because of their discontent (voice), or they wander over to another state that

REUPUS Recifer Eurofutures Publication Series, Vol. I, Europe — the Strategic Coices, S.
337 ff.; Wyzsaza Szkota Biznesu; Nowy Sacz, February 2005.

5 Krimphove: Das Européische Sachenrecht: Eine rechtsvergleichende Analyse nach
der Komparativen Instituti-onendkonomik, in: Jean-Monnet Schriftenreihe: Europdisches
Wirtschaftsrecht Bd. 1; S. Eul-Verlag, Lohmar, March 2006; S. 25 ff.

6 Kirstein/Schmidtchen: Okonomische Analyse des Rechts — Center of the Law of
Studies an Economics — Discussion Paper, 2003-04, v. 15.9.2003, Saarbriicken, 2003, S.
85 1.

7 Wittmann: Why Democracies produce Efficient Results, in: Journal of Political
Economy, Vol. 97 (1989), S.1395 ft. (wh.fu.evid.); Buchanan/Tollison/Tullock: Towards a
Theory of the Rent-Seeking-Society, Texas 1980, Kapitel 1 — 3 (further citations available).

8 North: Structure and Change in Economic Historie, New York, 1981, Theorie des
Institutionellen Wandels, Tiibingen 1988, S. 23 ff.

9 Kirchgessner: Okonomische Theorie der Verfassung, Diskussionspapier No. 2004-
17, Dezember 2004 St. Gallen, S. 10 f. (m.w.H.); also: G. Simmel: Philosophie des Geldes,
zweite Aufl., Miinchen 1900, S. 387.
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will better fulfill these economical conditions (exit).!”!! To prevent risks of
revolution and the emigration, the states must offer the citizens some advantages
that will appeal to each remaining citizen and motivate them to stay, by:

1. lowering taxes and fees, or by

2. offering the citizens some advantages that will appeal to each remaining
citizen and motivate them to stay. The last-mentioned aspect will be satisfied by
the social Institutes of Democracy and/or Integration.!> Mainly the “social-
Integration” itself is able to spare transaction-costs as an efficient Integration

reduces search— and information-costs.

2. Some deduced Proposals

2.1. Amendments in Transparency of European Banking-Law
and Banking-Facilities

The increase of transparency has a direct influence on the
increase of integration. This concerns in particular the transparency of
regulations, which directly affect citizens. The efforts of the EU in the
context of promoting transparency of European legal standards are up to
acknowledge. However, significant gaps exist in the field of European
Banking Law:

Both the conditions of European money traffic as well as those of
investment transactions appear unknown to the consumer.

19 Siehe dazu: Hirschmann: Exit, Voice and Loyalty: Responses to Decline in Firms,
Organizations and States, Cambridge 1970; North: Structure and Change in Economic
History, New York, 1981, Theorie des Institutionel- len Wandels, Tiibingen 1988, S. 27 ff.

Siehe dazu: Wagener, Eger, Fritz: Europiische Integration — Recht und Okonomie,
Geschichte und Politik, Miinchen 2006, S. 150 ff. (further citations available)

I A citizen chooses emigration when the costs of leaving were essentially higher
than the disadvantages he will have to accept with the existing transaction costs. Such
circumstances are observable within the European Union, for example is the emigration
of German medical staff to Scandinavian countries: Hirschmann: Exit, Voice and Loyalty:
Responses to Decline in Firms, Organizations and States, Cambridge 1970; North:
Structure and Change in Economic History, New York, 1981, Theorie des Institutionellen
Wandels, Tiibingen 1988, S. 27 ff.

Siehe dazu: Wagener, Eger, Fritz: Europiische Integration — Recht und Okonomie,
Geschichte und Politik, Miinchen 2006, S. 150 ff. (further citations available)

12 Siehe auch: Tullock: The Paradox of Revolution, in: Public Choice, 11 (1971), S.
89 ff.; Olson: Macht und Wohlstand, Tiibingen 2002; Tullock: Autocraty, Doderecht 1987;
Wintrobe: The Political Economy of Dictator-ship; Cambridge; Kapitel 1,2,6 (m.w.H.);
Th. Mdrtz: Interessengruppen und Gruppeninteressen in der Demokratie, Hohenheimer
volkswirtschaftliche Schriften, Bd. 12 Frankfurt 1990.

213



Dieter Krimphove

It is in particular the general ignorance of the mode of action of
the European Law in its relation to the national Banking-laws. Also
citizen’s ignorance of European and national organizational competence
in the banking, investment, and monetary arrangements leads to great
disintegration. In addition, access to a structured European or national
complaints-board is missing for investors and bank customers.

The deficiency can be countered by granting bank-customers a direct
contact to European complaint centers and European information
centers. These centers shall by installed ad ESMA, EIOPA, EBA, or/
and ESRB.

2.2. New Law-setting relative to the “international repayment of
state and/or EU-financial support”

Only those individuals seem ready for integration into a law-system,
who can agree with its legal standards. This is not the case, if they feel
disadvantaged compared to other legal participants (viz. national or
international Banks and financial institutions).

The US-American Law situation provides possibilities of
repayment of state financial assistance (public credits and loans)
delivered to banks and companies, in order to avert their insolvency. In
contrary to the US-legal status European nationals are to compensate all
fiscal help to resolve the banking-crisis.

The possibility is necessary on a long-term basis where fiscal
help for the avoidance of the Financial-Crisis the banks and enterprise
borrowed money to reclaim from these.

This system has to claim also validity for non-European banks
and enterprises. From the basis of international law, a European
law settlement (European regulation, or — by affecting interests of
institutes having their seats outside the EU — an international Treaty or
Agreement) relative to the “international repayment of state and/or EU-
financial support” appears desirable.

2.3. Implementing a Law-Advisory Committee of the Member States

Integration as well as the reduction of transactions costs is
guaranteed not only by understandable legislation'® but also by a

13 see above
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comprehensible jurisdiction. The jurisdiction of the European Court
of Justice — especially in the context of citizens directly affecting law,
e.g. Labor Law, — sometimes does not appear acceptable by nationals,
because the European Jurisdiction violates national or national organic
Law-standards, its cultural tradition or mentality.

It is true that the European Commission is not to interfere into
the ECJ’s Jurisdiction or opinions. Nevertheless — from the author’s
perspective — it seems desirable to set up an Advisory Committee of
the Member States situated at the European Court of Justice. This
committee may (at the request of the ECJ)

1. advise the Court in questions related to each national law of the
29 Member States.

The Advisory Committee (at the request of one or more Member
States) will also

2. raise the Courts awareness of the existing national law-Institutes
and of the explosive nature of its judgment to the national law.

The Advisory Committee will have only an advisory — non-decisive
— function. It may support the quality of the courts decisions and
options, and furthermore guarantee the application of the international/
European Principle of Subsidiarity also in the area of jurisdiction.

2.4. European News Agency

The steady increase of Information technology utilization has
created a ground of state espionage. In the past European states had
been strongly affected by political and economic spying. With reference
to these unauthorized operation it is also an issue in current political and
economical discussions.

As a protective mechanism against cyber-attacks it is recommended
to set up an European news agency in order to establish a saver
economic zone. Focusing on the level of EU citizen’s rights the European
News Agency can counter the surveillance measures through non-
European countries.

According to this scheme the European data transfer, — storing and
— editing will be protected. The information regarding to the EU and its
citizens have a highly worth of protection.

In consequence of the deep alliance between the member states,
stolen information of one particular member can affect further member
states or even the entire European Union.
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Supported by the national news agencies the European news agency
allocates relevant information providing European security.

Similar to national security agencies, which have for instance
the function to communicate humanitarian aims the European News
Agency is able to enforce these measures with a greater self-assertion.

2.5. European economic growth due to start-up networks

The interaction of economic growth and the deepening of European
integration constitute a method to recover from the European crisis.
Offering assistance to young entrepreneur is an approach to develop
emerging markets. In addition, launching start-up businesses consti-
tutes a method to reduce unemployment.

Systematic support for start-ups, as well as the networking of small
entrepreneurs is in focus. Due to the implementation of European
networks and consulting sites, an exchange of reinforced knowledge
affords a foundation for internal growth.

The internet-based network should comprise the following categories:

1) Self-presentation: Detailed information of the company including
the branch, products/services, as well as future projects.
2) Meet and explore:
a. Come together with potential partner companies in order to
ameliorate the product-lifecycle management.
b. Cooperation between different start-ups can create new
alliances and common projects are possible.
3) Knowledge Transfer: Exchange of know-how concerning to the
market-information and product related details.

With regard to this database the search of partner companies in the
European Union is facilitated. This concept generates new jobs and
safeguards those in the long term at EU level. As a consequence the EU
achieves economic growth for all its members.

2.6. Promotion of the education systems and the implementation
of euro-wide acknowledgement of school performance

Education and the ability to question issues independently have
contributed to the development of today's world to a considerable
extent. Learning from other people and cultures has always initiated
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new horizons. For this reason it is important to focus on the national
education systems of European states.

The following approaches are suitable to improve the European
education system, expand cultural school exchanges within the EU and
decrease the youth unemployment.

2.7. Acknowledgement of school degrees

School exchange programs are already an integral part of national
education systems. Especially young people are eager to learn and
discover. Hence it is advisable to implement school exchange programs,
which last over a longer period. Periods of at least one school term
should be binding for all pupils. In contrast to the traditional exchange
program, the new system is intended to encourage the self-reliance of the
participants. Such school ex-change programs will only have sustainable
success if they are completed by Europe-wide acknowledgement of
tests, exams and diplomas. In order to strengthen the social — cultural
effect of school exchange programs we would prefer to introduce a
complete acknowledge system of school performance, as it is set out
for universities and students in the credit point system.

2.8. The euro-wide organization education of craftsmen and non-
academics

The above mentioned economical effects will also be granted by
the implementation of euro-wide education of craftsmen and non-
academics. The German system of craftsmen education is extremely
elaborated and sophisticated. The high quality of this education system
will cause disadvantages by the exchange of technology and people
(craftsmen) from other European countries. Euro-wide organization of
the education of craftsmen and non- academics will sustainably reduce
unemployment by strengthening the quality of handcraft products /
services and the transfer of technology in Europe. Further advantages
of the above mentioned (2.6 and 2.7) are the following aspects.

1. Understanding among nations: Strengthening the feeling of

being united in the EU. Other cultures are explored through the personal
contact. The particularly long period is crucial in this context.
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2. Learning a foreign language in-depth: During their stay
abroad, adolescents improve their language skills immensely. After
an overcoming of the language barrier, the students develop a deeper
understanding of language.

3. Personal development: Exchange students have to face many
challenges through which they grow beyond themselves.

Several countries in the European Union are complaining about
a skilled worker shortage, while others suffer from high youth
unemployment. By supporting the pupils in participating in exchange
programs both defects can be narrowed. The establishment of training
centers especially for youth apprenticeship seekers from other EU
countries is in focus. Young people receive the opportunity for an
accommodation, as well as language courses. Professional fields are
trained where skilled worker shortage predominates.
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La zona euro, nucleo di una federazione europea

Dusan Sidjanski”

Le elezioni europee saranno I’occasione di un bilancio generale
dell’Unione europea, dei progressi nella lotta contro la crisi finanziaria
e dei danni subiti dall’economia e dalla societa europea. La lenta ripresa
della crescita non provoca una netta diminuzione della disoccupazione;
1 fallimenti di imprese, I’impoverimento e la depressione dei cittadini
hanno bloccato la dinamica europea. La strategia di Jean Monnet
dell’engranage settore dopo settore risultante nell’Unione politica ¢
arrivata al limite. Ancor peggio, la spirale ascendente (spillover) ¢ stata
invertita sotto lo shock della crisi e sotto 1’effetto dell’austerita.

E’ vero che sono state prese tutta una serie di misure che hanno
evitato il venir meno della zona euro, ma rimangono senza soluzione
problemi fondamentali: puo I’euro sopravvivere a lungo termine senza
una vera unione politica e in assenza di un federalismo fiscale e di
bilancio ? A maggior ragione, puod sopravvivere e svilupparsi la “zona a
18” senza una Unione politica e una forte coesione sociale ? E’ sempre
piu evidente che gli Stati membri della zona sono di fronte ad una scelta
definitiva: impegnarsi sulla via dell’Unione politica federale o accettare
prima o poi la fine dell’euro. Dal momento in cui, da qualche millennio,
¢ apparsa la moneta, € noto che battere moneta ¢ un atto sovrano, simbolo
del potere politico. Nessuna moneta ¢ sopravvissuta senza comunita
politica, citta o Stato. Ne deriva che ¢ urgente consolidare la zona euro
ed inserirla in una Unione federale.

* Professore emerito della Facolta di scienze economiche e sociali e dell’Istituto
europeo dell’Universita di Ginevra e Consigliere speciale del Presidente della
Commissione europea.
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Piu unione economica

Ora, paradossalmente, il nucleo pioniere dei 18 continua a funzionare
in modo intergovernativo in una Unione in cui il metodo comunitario
tende ad espandersi nel settore “comunita economica”. Da qui
I’urgenza di convertire la zona euro al metodo comunitario, associando
la Commissione e il Parlamento europeo nella loro dimensione a 18 al
processo decisionale a maggioranza qualificata della zona. Un passo
in questa direzione ¢ stato fatto con la creazione del vertice della zona
euro.

A suavolta, la BCE che ha assunto maggiori responsabilita potrebbe
essere dotata in futuro di competenze in materia di debito, cosi come di
crescita e di impiego. C’¢ tutta una serie di proposte che riguardano il
Fondo europeo di stabilizzazione (FES), il Fondo di rilancio economico
e ’adozione di un bilancio del 3% del PIL della zona.

Il dibattito sulla politica macro-economica ¢ al suo massimo
in un linguaggio incomprensibile per la grande maggioranza dei
cittadini. Per questi ultimi le preoccupazioni riguardano la precarieta
del lavoro, il costo della vita, in breve la vita quotidiana ben lontana
dall’alta politica dei dirigenti europei. Essi soffrono sulla propria
pelle gli effetti dell’austerita e delle riduzioni di bilancio nel settore
sociale e nell’istruzione insieme alla diminuzione dei salari e del potere
d’acquisto.

Il sogno della prosperita promessa dall’Unione dell’Europa si ¢
tramutata in incubo, senza una speranza in vista. Non ¢ forse arrivata
I’ora di lanciare un progetto europeo ?

L’austerita fa da incubatrice ai nazionalismi di nuovo emergenti
insieme alle pressioni di partiti e di movimenti estremisti nutriti
dalla disperazione degli strati sociali sacrificati. Da qui la crescita
sorprendente dei partiti di estrema destra come il Fronte nazionale in
Francia e il suo omologo olandese, o di movimenti d’estrema sinistra
di protesta antieuropea per i quali I’Unione e Bruxelles servono da
capri espiatori. La situazione politica in Grecia, dove la maggioranza di
governo ¢ legata ad un filo, ¢ drammatica. Nei sondaggi il partito Syriza
dal dubbio profilo ¢ in testa, seguito da Nuova Democrazia, mentre in
terza posizione si profila la minaccia del movimento neo-nazista “Alba
dorata”. Quest’ultimo si distingue per il razzismo e la violenza che
riesce ad attenuare con 1’aiuto nei confronti degli strati piu fragili della
popolazione.
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Pitu Unione politica

La culla della democrazia, sulla quale si chiudono gli occhi mentre
la Troika continua a perseguire una politica di austerita, ¢ in pericolo.
Ma il caso della Grecia ¢ tutt’altro che isolato. La recente elezione di
un nazista a capo della regione di Banska Bystrica in Slovacchia ¢ 1i a
ricordarci che la xenofobia e I’eurofobia inserite in una campagna anti-
Rom minacciano i valori fondamentali dell’Europa. A cio si aggiunge
una pletora di movimenti populisti. Propagandosi attraverso le reti
sociali, tutti sembrano convergere verso la destabilizzazione dei sistemi
politici e, ancor piu, dei contesti economici e sociali. Sono questi
altrettanti pericoli convergenti che oscurano il cielo europeo e di fronte
ai quali le misure previste si annunciano impotenti.

Forze centripete sono all’opera all’interno di parecchi paesi
europei. Nel Regno Unito, mentre la Scozia si prepara a un referendum
per I’indipendenza, il governo Cameron sotto la pressione dell’UKIP e
di una parte della propria maggioranza ha promesso di organizzare un
referendum sull’appartenenza all’Unione europea. Il Belgio non ¢ da
meno della Catalogna, il cui governo esige da Madrid un referendum per
la propria indipendenza. Alla rinascita dei nazionalismi si aggiungono i
movimenti independentisti delle regioni. Per soddisfare almeno in parte
queste rivendicazioni che sfociano nella moltiplicazione di mini-Stati
non bisognerebbe creare nel quadro dell’Unione politicaun “Senato delle
regioni” come quello proposto per i Laender al momento dei negoziati
del Trattato di Maastricht ? In tal modo, rinforzando 1’autonomia delle
regioni e delle metropoli, si garantirebbe la loro partecipazione alla
funzione legislativa.

La crisi che minaccia la democrazia dell’Unione europea esige
uno sforzo da parte dei responsabili e dei cittadini europei. E’ urgente
prendere sul serio gli avvertimenti della Cancelliera Merkel quando
evoca 1l pericolo che corrono sia 1’euro che 1’Unione in assenza di
una Unione politica dotata di un governo e di una seconda camera. A
questi appelli fanno eco 1 discorsi del Presidente Hollande a favore di
un governo dell’economia e di una strategia globale che comprenda
una vera politica estera e di difesa comune in modo che 1’Europa possa
parlare con una voce sola. Gli interventi della Francia in Mali e nella
RCA costituiscono altrettanti esempi di azioni e iniziative che in futuro
dovrebbero iscriversi in una strategia globale.
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Osare la Federazione europea

Sul piano mondiale la nuova ripartizione di potere e le sfide
rappresentate dalle potenze emergenti (Cina, India, Brasile, il ritorno
sulla scena mondiale della Russia) esigono una risposta comune se
I’Unione vuol essere un attore influente nel G8 e negli affari del mondo.
La gravita dei conflitti nelle vicinanze dell’Unione e le minacce da parte
dei gruppi terroristici e delle organizzazioni criminali costituiscono
altrettante sollecitazioni per la creazione di una Federazione europea.
Cid equivale a dire che il tempo per una iniziativa da parte del
motore franco-tedesco, sostenuta dall’Italia, dalla Commissione e dal
Parlamento europeo, ¢ quasi esaurito. Se ¢ difficile concepire una Unione
politica dei 28, ¢ tuttavia urgente iniziare dalla zona euro, pur lasciando
aperto 1’accesso ad altri Stati membri. La storia delle federazioni che
hanno avuto successo ci insegna che esse si sono formate intorno ad un
nucleo federatore.

L’Unione politica contribuirebbe a far rinascere la coesione e la
solidarieta fra i paesi europei e renderebbe possibile il ricorso agli
eurobonds a sostegno a un New Deal europeo per il finanziamento
delle grandi opere infrastrutturali e di comunicazione, di ricerca e
d’innovazione che hanno come presupposto un nuovo slancio nel campo
dell’istruzione e della formazione: un insieme di azioni immediate,
insomma, che diano un forte impulso all’occupazione e al settore delle
imprese piccole e medie, principali fonti d’impiego. Ne deriverebbe un
rilancio della dinamica dell’integrazione all’interno della zona euro e,
conseguentemente, anche all’interno dell’Unione europea.

Non resta che sperare che la campagna elettorale che si preannuncia
si concentri soprattutto su progetti di federazione europea concisi
e comprensibili e sul New Deal europeo. Temi — questi — centrali e
suscettibili di far rinascere la speranza nei cittadini dell’Unione europea.
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Elena V. Khakhalkina®

I am not an expert in the Eurozone and can hardly offer a vision of
a blueprint for a Political (federal) Union beginning with the Eurozone.
But these problems, in my opinion, lie in the context of broader, deeper
issues related to the development of European integration and the
current problems of the European Union.

The European Union has passed all five stages of integration
indicated by Bella Balassa. However, due to the failure of the European
Constitution project in 2004-2005 in European and global community
of experts had been tried an answer to the question whether the
European Union has reached the limit of integration. It would seem
that with the signing of the Treaty of Lisbon 2007 key disagreements
were resolved. However, from time to time there are discussions on
deepening integration — what are its limits and what areas it can not and
should not cover.

I am convinced that the way out of the economic and social crisis
must be comprehensive, impossible to resolve these problems in
isolation from other problems of the EU. In my view, EU should
focus on:

1) The understanding the problems associated with the Eurozone
is unlikely only in the context of macroeconomic indicators.
Recipe: need to break the look at the Eurozone, according to
which strong states “swallow” the weak states. Such a view had
formed not only in connection with the events in Greece, Spain,

* Associate Professor, Department of Modern, Contemporary History and International
Relations, History Faculty, National Research Tomsk State University.
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Italy and other countries but the recent joining the Eurozone of
Latvia. Replacement of the national currency — lats — the euro
has led to higher prices for food and consumer goods. But
do not forget that financial support for Greece, for example,
has become a financial burden for the leading countries of the
European Union — especially Germany, the UK and others.

2) The growth of social tension is a direct consequence of economic
hardship, expressed not only in unemployment, but leads to
multiracial clashes. According to my view, two challenges before
the European Union countries:

» What course of conduct towards the descendants of migrants
— those migrants who began to enter European countries in
circumstances of decolonization in the 1960’s? The descendants
of'these migrants are already full citizens, but not well integrated
into the local community and in some cases prefer not to work
and to live on benefits.

» What course of conduct in relation to arriving migrants? In
the UK, for example, made a bombshell film “Benefit Street”
shown on TV in January 2014. Depressing statistics were given
— 2 million children raised in families where no one has ever
worked. Another example — recently Minister of Immigration
UK M. Harper, resigned after he was accused of hiring a
cleaning lady, a foreigner who had no work permit UK.

Now migrants are in a unique situation of dual identity — depending
on the situation they have the opportunity, where it suits them, regard
themselves as citizens of the country, which during the decolonization
sheltered work and gave to their ancestors, where unprofitable — to
demand respect for their own culture, language etc. This situation is
reminiscent of the Cerdanya valley residents on the French-Spanish
border of the 19th century. So, some residents of the French Cerdanya,
when they were called to military service in 1870, 1914 and 1940, chose
to identify themselves as Spaniards in the order not to serve (Sahlins P.
Boundaries. 1991. P. 267-269).

However, this situation creates a certain image of Europe as a
whole. It requires thinking. Europe has traditionally positioned itself as
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the main fighter for democracy, but it should not lead to problems with
the silencing of clashes between migrants and the local population or
lead to double standards in assessing political developments.

Recovery from the economic and social crisis through
European integration deepening, will likely lead to a backlash: the
natural attempt to nation states to protect themselves and severing the
deepening of integration. The British, for example, regularly returns to
a discussion of the extension of the country's participation in the EU.
May be it's nothing more than political speculation by David Cameron,
but the situation makes rethink achieved by the EU.

The main recipe — do not rush with the deepening of integration.

Other measures: reducing corruption, the fight against the
Eurocrats, strengthening of trust between people and power: through
new educational programs, increasing of public awareness about the
nature and purpose of the measures taken the European Commission,
the possible costs — explain the meaning and direction of each action
step. EU should also take into account other factors: The EU economy
is strongly tied to the U.S. economy. EU needs to strengthen economic
ties with the CIS countries and Russia and increase investment in the
Russian economy (direct and portfolio). Russia is open to Europe.
Unfortunately, recent events of the Civil war in Ukraine threatened to
complicate relations between Russia and the European Union (though
Russia's population doesn’t support the provision of assistance to
Ukraine in the amount of $ 15 billion and to the authorities' attempts
to influence events in Ukraine). Recipe: EU is necessary to develop
relations with Russia despite political differences not only through
the purchase of raw materials and energy, but also efforts to create
a positive image of each other, through increased trade, cultural and
social cooperation.

Ernest Hemingway did not accidentally took the following epigraph
to the novel “For Whom the Bell tolls”: “No man is an island, in itself,
every man is a piece of the continent, a part of the wave will carry
and if the sea coast cliff, Europe is the less, and as if the edge of the
cape will wash or destroy your castle or other thy death of any man
diminishes me, because I am involved in mankind, and therefore never
send to know for whom the bell tolls, it tolls for thee”. We are too
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interdependent, and the Eurozone can not be a closed area, EU must
take into account all the factors both internal and external order, which
may have an impact on economic development and social relations.

Elena V. Khakhalkina
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Emer Janez Juhant”

1. A long-term politics

To deal with the challenges of the modern world the grounds for
more long-term politics need to be developed. The question arises
how to educate people to prepare their minds for these challenges.
People from all sectors of the society need to develop appropriate
virtues, especially empathic capabilities. This is particularly necessary
for the most influential and powerful individuals of modern society
(owners of capital, politicians). Cooperation is imperative in order to
prevent a Ukrainian, Syrian or other violent scenarios. We are faced
with the alternative: to solve the tensions in society dialogically or
to allow future perturbations or revolutions in parts or in the broader
world of today. Concretely it supposes a politics oriented toward more
inclusivity of ordinary people in the political processes. Furthermore
the politicians and other decision-makers of the modern world need to
be ready to perceive the critical voices against financial and economical
lobbies. They also need to integrate the new ideas to develop a new

* Full Professor Emeritus of U Ljubljana Janez Juhant Th M, PhD, was born on
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member of the International Association of University Presidents, and a vice president
of the European Society for the Catholic Theology. He was a member of the Council for
Humanities at the Ministry for Research and Technology and a member of the Presidential
Committee of the Society for the Promotion of the Catholic Social Ethics Vienna, and
a member of other professional (philosophical) associations. He has got the Leopold
Kunschak-price (from Austrian Federal chancellor) for his theoretical and practical work
on the social-ethical area, and the Slovene national Zois-price for scientific work in
anthropology and ethics (2008). From 2012 he is a member of the European Academy of
Science and Arts in Salzburg.
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socio-political order leading to the solutions of these dilemmas. In
my opinion this will require additional endeavours regarding spiritual
or special training which will hopefully lead to more economic and
social inclusiveness or cooperation. Each person needs to see that his/
her endeavour towards humanity is good and has long-term economic,
political and other implications. All these will demand much more
effort regarding ethical education on all levels: political, economic and
pedagogical. New abilities for making good decisions are needed. This
issue is now very evident in the case of Ukraine. Russia is an economic
and political supporter of the former regime and at the same time an
exploiter of the Ukrainian people. Although the EU supports democratic
changes this includes many problems. Removing totalitarian structures
and habits will lead to a problem of economic societal transition. The
question arises: if the EU is (or can be) ready to support this and is
it ready to accept all refugees especially assailants from Africa, Syria
and other places of the world. But the EU and/other powerful factors
of the world (USA, Japan, China, Russia) have only one chance to
prevent undesirable development and exploitations of poor countries.
The principal question arises: if especially China, Russia (look at
Syria!) and Islamic states are ready to do it. In general it is impossible,
if we do not have the foundations of a new sustainable and long-term
economic politics, supported by the decisive economic leaders of the
world. This could be the grounds of a very profound and new economic
decision towards “new justice” (Sen 2010, Pope Francis 2015).
Therefore EU needs to deal with this issue on the international level.
The political, economic, social and cultural measures have to include an
ethical and spiritual support for these efforts. The idea includes much
more subsidiarity, more critical exchange, more readiness to see the
problems of ordinary people and to deal with economic problems in
accordance with the needs of people. In other words, it is necessary
to support democratic processes especially in the transition countries,
which includes that they have the possibility to take measures for the
lustration’s processes. Lustration refers not as much to people but to the
old (totalitarian) habits. In this sense the world policy in general needs
to employ several measures for the lustration of the obsolete political,
economic and social habits, procedures and sometimes even juridical
forms.
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2. Post-totalitarian realities, repair of the injustices and the role
of religion(s)

The EU was not able/ready to act politically at the right time
and distinctively/ decisively enough to prevent the wars in former
Yugoslavia (BIH). The role of religions and politics in the Yugoslav
crisis is a very complex issue. To speak about it from an American
or European point of view, without including the complexity of these
topics in their own context, would lead us to many misunderstandings.
If there was no basis for it our understanding would be misinformed
if the Yugoslav conflict was described simply as an “ethno-religious
chauvinism”, exposed as “religious violence” and stressing the need
for religious education and formation for peace (Appleby, 2009:58,75).
The wars in the former Yugoslavia were a social, political, national
and European and international problem, which included religious
implications as well. The peace-formation is not only a religious task
but also an obligation of the whole society. When religion in communist
countries was expelled from the societal spheres it became difficult to
expect that religion would play an important role in the time of crisis.
Religious education is an investment for the future. Modern societies
faced a general problem regarding how to construct a new “religious”
formula in the sense of a new religious illuminated humanism.
What emerged is more like “verdringeter Humanismus, verzogerte
Aufklirung” (repressed Humanism, delayed Enlightenment). Religion
was attacked and expelled several times from the societal sphere. It was
difficult to quickly restore an ethical and religious consciousness. The
communist revolution introduced opposing values: killing, stealing,
and lying. Hidden liberal attacks and pressure (Kulturkampf) presented
grounds for struggle. The Marxist revolutionary methods increased and
legalized this struggle not only by words but also by iron means. Post-
Marxist societies are unable to change it immediately. Religion, already
driven out of the individual and public consciousness, remains a proper
scapegoat for many societal problems.

The “ideology of success dominates” (Girard 1989, 157) and the
remnants of rivalry and exclusion of class-enemies became a practice.
Still Girard argued that Christianity contributed very much to the real
picture of victimisation and victims, but many modern authors didn’t
want to realize this. “In the future, all violence will reveal what Christ’s
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Passion revealed, the foolish genesis of bloodstained idols and false
gods of religion, politics, and ideologies” (Girard 1989, 212). Nazism
attempted to absolve Germany and then the whole of Europe from
caring for the victims; the same can be said of Marxism. The exclusion
of religion via accusation and establishing of violence is a “proprium”
of modern ideologies which reaches its full realization in the totalitarian
systems. The consequence of this “bad conscience” was the burdening
of religions with predictive “violence”, to diminish one’s own violence,
to excuse him, to “kill” the religious tradition of brotherhood of people
and to change societies with violent revolutionary methods. It had fatal
consequences for the wars in the Balkans.

Bosnian Islamic theologian Enes Kari¢ (2012, 23) states that “in the
modern West Islam as a religion, Islam as a culture, and as a civilization is
excluded out of concept of ‘Judeo-Christian civilization’”. Probably the
same problem could be stated in many Islamic countries with the Judeo-
Christian concept of society. But also in Christian countries the concept
of Christian religious view is more and more questioned. Despite this in
modern society religion is still seen and evaluated as a cultural power
or the ground of cultural identity but there is the tendency in society
of post-communist countries to diminish the influence of religion or
to exclude it completely out of the societal consciousness in order to
come to a “neutral” status of it. In modernity the experiences of religion
were marked by many ideological and political dimensions, which
were fixed by liberal: freemason, socialist or so called civil, humanistic,
“neutral”, or non-liturgical (Cavanaugh 2009, 113) worldview of
man. Modern understanding of religion contained more political than
religious connotations. Religion was expanded in the socio-political and
strategic circumstances of modern development as was the case with
the religions in BIH: “The traditional religion is privatized, while the
religion of politics occupies the public realm”. (Cavanaugh 2009, 116)
Because of the fear of the Islamic BIH and of the political disunity, the
EU allowed the political clash and oppression of the Islamic believers.
The consequence was the revenge of the radical partisans of the Islamic
religion which has lasted until today.

Ivo Andri¢ (1989) states in Bosnian Chronicle (The Chronicle of
Travnik) that Bosnian Franciscans were not preparing people properly
for the future changes in Europe. He also indirectly accuses Franciscans
of not reacting at the appropriate time to implement freedom and liberty
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or to assist people to equip themselves for life in freedom. He states
that a big and strange struggle, which in Bosnia lasted for centuries
between partisans of two religions was actually a struggle for land and
power under a mask of religion, a struggle for a special way of life and
ordering of the world. In these struggles the imperial powers, Turkey,
Austro-Hungarian and Serbia were involved and Andri¢ states that
BIH was (and still is) a neuralgic point of relations between East and
West, between Islam and Christianity, and consequently between the
nations in BIH, Turks and Bosniaks, who were known in that time as
Muslims, Serbs and Croatians. The territory of BIH was always crucial
for the future of Europe. This importance reached its culmination in
the modern liberal imperialistic competitions. WW 1 began in Sarajevo.
In WW2 and afterwards, the Yugoslav communists had an important
role in an anti-fascist alliance. Yugoslavia in times of the “cold war”
was a litmus test of European policy. It played a guiding role in the
club of the “Non-Aligned Movement” which was very influential in
European and world policy. Still the first Yugoslavia was pushed into
these happenings through inner crisis, which profited the communists
regarding revolution. They ascended to power in Yugoslavia with the
support of English (and Soviet) policy. Yugoslavia as a communistic
country with a so-called social self-government socialism was actually
a big lie (or actually a lie based upon a lie) because all decisions in the
society were controlled and all the details determined by the leading
communistic class. The communists merely covered the problems and
through the power of totalitarianism suppressed the burning national,
social and mental problems of Yugoslav individuals and nations. Most
of them had a background in religious education and those with roots
in Catholicism were usually the most fanatical fighter against the
Catholics.

Hannah Arendt’s book The Origins of Totalitarianism, with
its highlights and downfalls, struggles and contradictions is a very
instructive work on the rise of modernity in Europe. According to her
the leading motif of European development was the broadening of
power, in which the underclasses were usually left with empty hands.
The smaller nations had no chance of success against imperialism. This
occurred not only because of political bargaining but also because of
the prevailing conviction that imperialism (the power of the biggest) is
able to establish world ruling power and solve the problems of modern
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people. In this sense the racial and pan-national movements prevailed
over the concept of nation. The small ones remained without citizenship
— there was no place for small nations, “e.g. Slovaks in Czechoslovakia
or Slovenes and Croatians in Yugoslavia” (Arendt 1951). The Wilsons
idea of self-determination by nations didn’t work. The history of
Yugoslavia is a history of failed promise regarding self-determination
of nations (Wilson) and non-fulfilled hope of nations for liberty and
cooperation. In the consciousness of Slovenes, Croats and other nations
of the first and second Yugoslavia it was only a realisation for the liberal
(communist) state of Serbs; the other nations did not attain their national
and political rights. Therefore the conflicts came to their first crisis in
WWI, then WWII and later on after the changes in the year 1989.

After the WWII Slovenian in association with other Yugoslav
communists took power over the country and began to terrorize people.
The victims were Slovenes opposed communism. After the War the
“domobranci” (Home Guard), some accompanied by their wives and
children and other civilians were returned by the British forces to the
Yugoslav communists. Approximately 15.000 people were placed in
communist concentrations camps and soon after most of them were
killed. In Slovenia after the war, along with Slovenians there were
several groups of Croatians, Serbian Chetniks and civilians who,
without being sentenced by the court, were executed. In the first years
of communism several actual and imagined opponents, primarily
Christians, many priests, owners of enterprises, farmers etc. were
expelled from the country or killed. Several ten thousands emigrated. All
people had to submit themselves under the political terror and pressure
of the totalitarian dictatorships. In Slovenia there are approximately
600 mass graves. Among them is Huda Jama where some victims were
still alive, were enclosed in a 100 meter barrier shaft of concrete, steel
grate, gravel and other materials. Because the victims were mummified
in these underground conditions the disclosure of Huda Jama on March
31,2009 shocked the people.

Many of these graves have still not been investigated. There are
over 100.000 people buried in them. After the Resolution of Informbiro
and the separation of Yugoslav Communist Party from Moscow in 1948
the Yugoslav communists established several concentration camps in
Slovenia for the imagined and real adversaries of new regime. Goli otok
is the most recognized among the settlements. The Church and Catholics
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supported the suffering people under the communist occupation and a
terror even though the Church was viewed as class enemy Nr. 1 and a
continuing danger for the people.

The communists prepared the “final solution” for all nations by
imposing total communistic rule over them. They supressed the actual
national, social, cultural and religious problems of the nations. These
unjust directives violated the social and religious dimension of ordinary
man and small nations, in order both to hide their inability to deal with
the complex problems of society as well as to promote the hope and
rights of the ordinary man. (Komarica 2001).

The Slovene mufti Nedzad Grabus (born in BIH) states that the war
in BIH was a war for territories. The Muslims defended their territories
first against the Serbian aggression then against the “Croat Defense
Council”. There was no religious war because the people did not fight
for this or this religion but primarily for territory or their survival.
Therefore the wars in BIH and in other post-communist countries open
the complex dimensions of social, cultural and political life of these
nations under communist pressure. The political openness gave the
opportunity for the people and nations to attempt to live their own life
and to challenge new political national elites to realize their national
aspiration. This freedom opened possibilities for articulating religious,
national, social, political and individual interests. These complex
interests of people were often covered by the simple term the ‘religious’
or as an identification of religious and national problems, without
reflecting on the complexity of historical, social, national, international
and religious dimension (Palaver 1992). The years of change (falls of
the communist regimes) opened the question of individual, national,
political and religious freedom. The people believed that we could
implement all of this peacefully through democratic processes.
Nonetheless there were few suppositions for it. The majority of the new
elites were former communists and devoid of any religious attitudes but
knew very well the importance of symbols for mobilisation of people.
Ideological and political mass media were implemented. They were a
mix of former communist rituals, new religious aspirations, attempts
and hopes that the time for individual and national resurrection was
coming. This was occurring internationally not only by orthodox Serbs,
Catholic Croats and Slovenes. This was combined with the problem of
Islam’s role in Europe and in the global World. Islam was perceived as
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a foreign element in Europe and in the USA. The memory of Turkish
invasions in Europe rose again and became an excuse for European
and World politicians (especially those from France and Great Britain',
who were historically prone to Serbs) to provide a basis for a simplified
perception of Muslims in Europe.

The European and World policy has to ask forgiveness of the
people of BIH and of many other people because it didn’t prevent the
wars in which many people suffered and lost their life. The story of
modern refugees should be a reason for a permanent questioning of
consciousness of the politicians and other responsible persons in order
to deal with modern conflicts with human empathy, dialogically, with
understanding, and with more respect for people, their own and others.
The survival of the modern world depends on such a way of dealing with
the problems. Everybody is responsible for it, especially the bearers of
the power.

According to Jacques Monod (1990) the exclusion of a spiritual
dimension is a completely new moment in the history of humankind
and the history of (post)-Marxism demonstrates that the solving of
societal problems by austere means is just a temporary solution. In such
difficult time of violent implementation of communism in Slovenia the
bishop Anton Vovk from Ljubljana was espionaged by secret police
almost every night. During his journey on January 20", 1952, he was
attacked on the train at the railway station in Novo mesto. Gasoline was
poured over him and he was set on fire. He survived but the attack left
him with serious health issues. During the war in BIH in Prijedor Ivica
Grgi¢, a parish-priest, was murdered because he was a very talented and
perspective Catholic cleric.

The Yugoslav crisis is a sad consequence of such societal distress.
The Churches and religions were scapegoats for the unsolved problems
of (post)-communist society. The believers were often and still are
subjected to (verbal) attacks and violence. Similarly Christians in
several Islamic countries are tools of unsolved socio-political problems.
The politicians and their intellectual or religious advisers often used the

! This was confirmed by the former president of EU Commission Jacques Lucien
Jean Delors to the author of this article at the XIIth [AUP (International Association of
University Presidents) Triennial Conference Touchstones for a Modern University Culture
in July of 12, 1999,
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partisans of other religions to target their political ambitions, hiding
the political and imperial motives with so called “religious” ones.
The respect of person is fundamental in overcoming the problems of
violence. This is not only a societal but a spiritual problem, which
involves the question, what does it mean to be human, and are we ready
to accept our spiritual dimension. We cannot define ourselves only by
negation. Rather we have to discover a positive personal ground, which
is personally exchangeable and could transcend our limitations and
offer us the courage to be open to each other.

3. The problems of employing

The importance of employing young people was recently stressed
at the conference Jean Monnet, Brussels, November 13" and 14" 2013.
Ritkin (2009) emphasised that today because of the many changes
in the development of the world serious modifications of the work-
management should be made. The influential German social teacher
Oswald von Nell-Breuning (1890-1991; 1983, 1985) suggested that
change is possible. That all the people of the world live well, everyone
would have to work less (according to him: just one day a week). This
would be sufficient for the needs of ordinary people; but for the needs
of capital we must work much harder.

As a consequence of this situation politicians need to be persuaded
and they in turn need to persuade capital and financial owners to change
or to better balance this disproportion towards improved cooperation.
There is no possibility of steadily increasing world development, but
social dialogue from within is needed. It seems to be utopic to overcome
this complex economic and social tension. However, the dilemma
should be dealt with because this issue is a basic problem of human
development and involves several concerns regarding sustainable
development. Therefore the new abilities of the art of life both on the
individual and social level as well as a readiness for cooperation are
needed. (Strahovnik 2009)
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meilleure integration au sein de ’Union européenne

Emilio Castorina”

La crise économique du début du XXIe si¢cle apparait aujourd’hui
comme ’exemple le plus évident des effets négatifs de 1’absence
d’une réelle intégration politique au sein de 1’Union Européenne.
Il est clair que, depuis le Traité de Maastricht, apres I’intégration
monétaire et économique, ce qui aurait dii étre une évolution naturelle
de la Communauté Européenne en «union politique» réelle et 1égitimée
démocratiquement n’a pas eu lieu.

L’absence d’une gouvernance européenne forte et directe, aggravée
par la distinction toujours plus marquée entre la Zone Euro et I’Union
Européenne, semble étre la cause principale des faiblesses du systeme
européen. Elles se sont manifestées de maniere flagrante avec la
propagation de la crise américaine, qui a mis I’Europe face a la nécessité
d’un renforcement de la gouvernance au sein de la Zone Euro, au moins
dans le domaine économique. Cela a creusé ultérieurement I’écart déja
existant entre la Zone Euro et les Etas Membres qui n’ont pas adopté a
ce jour la monnaie unique.

Les faits qui semblent confirmer le propos ci-dessus sont nombreux:
premierement, I’influence grandissante de la BCE, qui a davantage joué
le réle de décideur politique que celui d’une banque centrale.

Des mesures qui visaient la réduction de la pression exercée par les
marchés sur la dette publique se sont succédées dans le temps a partir du
Security Market Program (SMP), remplacé ensuite par le programme
Outright Monetary Transaction (OMT). Autres mesures qui visaient a

" Prof. Avv. Ordinario di Diritto costituzionale; Cattedra Jean Monnet.
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assurer un soutien aux états membres en difficulté ont été également
mises en place: le Fond Européen de Stabilité Financiere (FESF) et
le Mécanisme Européen de Stabilité Financiere (FESF), suivi par le
Meécanisme Européen de Stabilité (MES). La conséquence des mesures
ci-dessus a ¢été la transformation progressive de la Zone Euro en une
sorte de «communauté de risques», ce qui constitue un pas en avant
significatif vers un renforcement du lien communautaire et un processus
dont la nature est désormais essentiellement constitutionnelle.

Un tel processus a ét¢é marqué par une forte interaction entre
institutions nationales (politiques et de justice constitutionnelle) et
institutions européennes: un dialogue qui a permis 1’adoption du
Pacte Europlus en 2010 et par la suite des «Six Pack», «Two Pack»
et «Fiscal Compact», entrainant un renforcement du réle de contrdle
de la Commission sur le budget des états membres. Un tel échange a
abouti ultérieurement au traité international sur le «Fiscal Compacty,
a la suite duquel les états membres de la Zone Euro s’engagent a
introduire dans leurs systémes le principe «d’équilibre du budget» (E.
Raffiotta, Il governo multilivello dell’economia, Bologna, BUP, 2013).
L’introduction de ces regles et les contraintes qui en découlent ne sont
pas percues par la collectivité comme étant des décisions politiques
prises a I’issue d’un processus démocratique légitime.

En Europe, ou plus exactement dans la limite de la Zone Euro,
les mesures adoptées et les contraintes introduites dans 1’urgence
constituent un niveau d’intégration sans précédent, qui va au-dela de la
stricte gouvernance ¢conomique. Toutefois, des régles économiques de
nature technique, décidées par des techniciens, influencent davantage
les politiques de chaque état membre que les politiques européennes:
il est désormais urgent de résoudre ce «déficit démocratique» de 1’UE,
maintes fois signalé et toujours existant.

Il n’est certes pas facile d’envisager des solutions a la crise
¢conomique et politique qui traverse aussi — plus on moins
transversalement — les états de 1’Union Européenne, méme s’il est
souhaitable que cette crise puisse étre enrayée par I’amélioration des
conditions de vie des «citoyens de I’Union» et par le renforcement de
la démocratie en Europe. En définitive, la crise politique et économique
des Etats nationaux pourrait permettre un pas ultérieur dans le
développement de I’intégration transnationale.
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Mon impression est que, aujourd’hui, ’attention de 1’opinion
publique est surtout attirée par la dimension €économique de la
conjoncture actuelle. Le coté économique, toutefois, ne constitue pas
I’unique aspect de la crise, que ce soit concernant les Etats eux-mémes
ou le développement de 1’Europe.

En particulier, la crise qui sévit en Italie ne dépend pas seulement
de «1’¢état des comptes publiques», mais surtout d’une forte perte de
crédibilité¢ de la «représentation politique». Et par conséquent, pour
sortir d’une telle conjoncture négative, il faudrait avant tout récupérer
cette «identité nationale inhérente a (...) la structure fondamentale,
politique et constitutionnelle», dont fait expressément mention le TUE
(art.4.2). En fait, cette identité est essentielle, non seulement pour notre
pays, mais pour le développement futur de I’intégration européenne,
qui se base sur le maintien de systemes constitutionnelles différents et
variés.

En conséquence, plus que jamais, le renforcement de 1’Union
dépend du renforcement des mécanismes (institutionnels et
constitutionnels) internes aux Etats, dont dépend a son tour une
«identité constitutionnelle» bien définie. Pour I’Italie, cette identité
n’est pas claire, due a I’inachévement des réformes constitutionnelles
sur la forme du gouvernement et des structures décentralisées de I’Etat.
(Je me réfere en particulier a la nécessit¢ de redéfinir au plus tot le
role du Sénat, afin qu’il reflete davantage le renforcement du role des
Autonomies locales, qui lui, a déja eu lieu).

[lyaquelquesjoursal’Universita degli Studi de Catania, al’occasion
de la premicre rencontre de la Chair, dans le cadre des initiatives
du cours Jean Monnet, «Services publiques, droits fondamentaux,
constitutionalisme européen», rencontre que je coordonnais, la
discussion a porté sur un sujet qui peut illustrer ce propos. Une these
a ét¢ mentionnée, theése reprise récemment par un constitutionnaliste
italien réputé (G. Zagrebelsky, Fondata sulla cultura, Torino, Einaudi,
2014): toute «unité politique» est fondée nécessairement sur trois
¢léments essentiels: I’économie, la culture et le gouvernement.

Le premier ¢lément étant évident, je pense que, a ce jour, aussi bien
I’Union Européenne que les Etats membres, dans leur role respectif,
doivent valoriser davantage ce deuxieme et la troisieme €lément (culture
et gouvernement).
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On s’est efforcé avant tout de rechercher une solution uniquement
au probléeme de la récession économico-financiere. Cette solution,
trouvée par certains dans I’austérité, par d’autres dans une idée, pour
ainsi dire, néo-keynésienne d’intervention publique dans 1I’économie,
par d’autres encore dans la soi-disant «sortie de I’Euro», a été
envisagée sans méme essayer d’aborder réellement le manque certain
de «participation civique» des citoyens aux activités des institutions de
I’Union. La conséquence inévitable est que justement cette légitimation
culturelle et civique indispensable vienne a manquer, alors que c’est
elle qui peut réellement renforcer cette idée de gouvernement. Sans
oublier, d’autre part, que seule un gouvernement fort, en vertu d’une
légitimation aussi forte, peut mettre en place des «recettes anticrise»
univoques et convaincantes.

Par conséquent: sans «prise de conscience civique européenney
il n’y a pas de légitimation (d’ou essentiellement «un déficit de
démocratie»); sans légitimation, il ne peut y avoir une idée forte de
gouvernement; sans un gouvernement fort, on ne peut résoudre le
probléme de la récession économico-financiére, que ce soit interne aux
Etats ou a I’échelle européenne.

Il est urgent que les citoyens des Etats membres prennent conscience
du statut juridique dont ils sont titulaires (la citoyenneté européenne)
et puissent en valoriser le potentiel. En outre, dans un laps de temps
le plus court possible, il est urgent que les citoyens aient réellement
la possibilit¢ de devenir — pour utiliser une métaphore chimique —
les composants d’«une solution unique» (le peuple européen) et pas
simplement les composants d’«un mélange» (1’ensemble des peuples
européens). Dans cette optique, un statut commun relatif a 1’utilisation
des «services d’intérét économique générale» (mais également d’autres
services non économiques: je pense, ¢évidemment, a 1’administration
de la justice) serait souhaitable et je dirais essentiel, justement pour
marquer un pas décisif vers la construction des contenus «civiques» de
la citoyenneté européenne.

C’est dans le cadre ci-dessus qu’il faut identifier progressivement
et plus clairement les aspects constitutionnels liés aux principes dont
le systeme juridique de I’Union s’inspire. Il est possible d’affirmer
que le «droit constitutionnel européen» fournit les outils juridiques
de médiation entre le processus d’intégration en cours et les systemes
juridiques des états membres, et cela par un parcours circulaire récurrent
et d’échange mutuel.
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Le «droit constitutionnel, européen» considere les citoyens de
chaque état membre comme partie intégrante d’une seule et plus ample
«communauté de droity. Cependant, une telle communauté n’est pas
caractérisée par un systeme politique dans le sens strict du terme. Elle
est plutot un acteur poursuivant des dessins politiques dans les différents
domaines reconnus par les Traités, domaines dans lesquels les actions
des pouvoirs publiques produisent des effets sur la liberté personnelle
de chaque citoyen. (Je me permet de citer a ce propos: E. Castorina,
Riflessioni sul processo costituente europeo, Torino, Giappichelli,
2010).

De ce point de vue, il semble négligeable que les individus
concernés (les citoyens européens) ne constituent pas un «peuple» dans
le sens technique du terme, cela a cause de la nature non politique et du
sens général dans lequel en I’occurrence le concept de peuple est utilisé.

Les «politiques» couvrent des domaines de plus en plus nombreux
et étendus, en dehors et au dela de la production de biens et de services.
C’est le cas par exemple de la politique étrangere, de la sécurité et de
la coopération judiciaire dans le domaine du droit civil (avec mesures
communautaires rapprochant lois et réglements des €tats membres).
C’est aussi le cas du droit pénal, ou le Parlement Européen et le
Conseil peuvent décider de I’introduction de «normes minimales», qui
portent sur la nature des sujets et pas uniquement sur la forme et sur
les procédures; cela dans le but d’assurer une meilleur sauvegarde des
droits des individus concernés.

Si un systeme juridique est censé é&tre I’expression d’une
communauté, il est alors évident qu’il se doit d’exprimer un systéme de
valeurs, auquel les décisions politiques se conforment systématiquement.
C’est la clef de lecture de I’art. 2 du nouveau Traité de 1’Union, qui,
par I’introduction d’une «super-norme», souligne I’importance des
«valeurs communes» comme fondement de 1’Union. En fait, le partage
de telles valeurs caractérisent les sociétés pluralistes contemporaines et
jouent un rdle important dans la formation progressive d’un nouveau
«démosy, fruit de I’intégration sociale des différents peuples européens.

Une occasion favorable se présente: les prochaines ¢lections
européennes au printemps. Les citoyens des Etats membres devraient
changer de regard sur ces élections, passant d’une vision simplement
«intérieur» a une vision «commune». Pour donner un exemple: un
¢lecteur italien qui choisit de voter pour le candidat d’un parti politique
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nationale devrait avoir conscience du fait qu’il exprime une préférence
en faveur d’un groupe représenté au Parlement européen, auquel le dit
parti national appartiendrait.

Le développement des «contenus civiques et sociaux de la
citoyenneté européenne» est d’abord la conséquence du développement
d’une «culture commune» des citoyens des Etats membres. Cette culture
prendra forme seulement si ces derniers vivent partout dans I’U.E.,
dans un contexte ou les mémes droits fondamentaux et sociaux sont
respectés d’une fagon égale. A son tour, le dégré réelle de 1égitimation
des Institutions de 1’Union dépend essentiellement de cette «culture
communey, qui est justement la valeur fondamentale a la base d’une
plus vaste et profonde 1égitimation politique des Institutions de I’Union
Européenne.

Plus clairement, sur la base solide d’une investiture populaire
largement participative, les Institutions auraient la possibilité¢ (et le
pouvoir — devoir) d’améliorer de maniere significative notamment la
stratégie anticrise.

A cet égard, il suffit de mentionner I’art 14 du TFUE, ou les services
d’intérét économique général sont soumis «aux valeurs communes de
1’Union», notamment en ce qui concerne le role positif que les dits
services peuvent jouer dans la «promotion de la cohésion territoriale
et sociale», qui est un des objectifs de I’intégration. Normes et regles
du service public jouent alors un role central dans la construction de
la «société européenne». La référence aux valeurs de I’Union montre
la base constitutionnelle de la «communauté de droit» supranationale.

On retrouve les mémes concepts dans I’art. 106 du TFUE, qui
stipule que les entreprises chargées de la gestion de services d’intérét
¢conomique général soient soumises aux regles de la concurrence
(a différence des services qui n’ont pas de caractére économique).
Toutefois, cette obligation n’a pas de caractére absolu: elle s’applique
dans les limites ou ces regles «n’entrave plus 1’accomplissement de
la mission spécifique» confiée aux entreprises. En conséquence, les
Etats membres ont la faculté de faire appel aux entreprises dans le but
de poursuivre leurs fins politiques, économiques et sociales, toute en
recherchant en permanence un compromis avec le respect des regles de
la concurrence et le maintien de 1’unité du marché intérieur.

I1 est notoire que le systeme juridique européen est caractérisé par
la neutralité du régime propriétaire en vigueur dans chaque état membre
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(art. 345 TFUE), et cela également vis-a-vis de la configuration juridique
des entreprises publiques ou chargées, de la gestion de services d’utilité
publique. En fait, le droit européen n’impose pas comme obligation
absolue la privatisation des services de nature économique. Par ailleurs,
les états membres décident eux-mémes de la classification des activités
comme ¢étant de nature économique ou non.

On peut alors comprendre la nécessité de trouver un point d’équilibre
entre les principes du «droit de I’économie intégré européen», a savoir
d’une part le respect paritaire des droits fondamentaux et sociaux et,
d’autre part, les exigences liées au marché et a la concurrence. (On
rappelle ici que dans les systemes juridiques nationaux c¢’est aux Etats
d’assurer la protection du marché concurrentiel (art. 117, alinéa 2, lettre
e, pour protéger la libre initiative économique de tous les acteurs et
en méme temps assurer I’intérét général de la collectivité. On rappelle
¢galement que la définition des régles de concurrence, nécessaires
au bon fonctionnement du marché intérieur est du ressort exclusif de
I’Union, art. 3, alinéa 1, lettre b).

Le Traité de Lisbonne, tout comme la Charte des droits fondamentaux
de ’UE, promeuvent la cohésion sociale et territoriale de I’Union et
considerent fondamental ’accés aux services d’intérét économique
général, conformément a la Iégislation et aux usages nationaux.

L’objectif final devrait consister en la création d un «statut européen
commun des services d’intérét économique général» mais aussi d’un
statut des services non économiques. Je pense surtout a I’administration
de la justice, dans le but d’accroitre effectivité et efficacit¢ dans
I’application de standards communs entre les états membres. Il serait
souhaitable que 1’Union aille dans cette direction, car sa compétence
en matiere de cohésion économique, sociale et territoriale est partagée
avec les états membres (art. 4, alinéa 2, lett. ¢, TFEU).

La construction de la citoyenneté européenne sur des fondements
concrets, solidaires et donc civiques demanderait a I’Union européenne
un pas ultérieur, pour aller au dela de la simple «reconnaissance» et
du «respect formel des législations et des usages nationaux, comme
actuellement selon 1’art 36 de la Charte. Ce pas aurait le but d’assurer le
méme niveau d’utilisation des services publics dans les états membres
et, en conséquence, le méme niveau de jouissance des droits sociaux
correspondants. Cela constituerait une avancée certaine par rapport a
I’art 36 de la Charte de Nice.
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A mon avis, sont dénués de tout fondement les objections (provenant
d’observateurs, de partis politiques et de mouvements de la société civile
qui soutiennent une position antieuropéenne) selon lesquelles chaque
intervention (ou plusieurs interventions) des Institutions européennes
équivaut (équivalent) concretement a une ingérence dans les affaires
intérieures de chaque Etat. «’enrichissement des contenus civiques et
sociaux de la citoyenneté européenne» peut constituer au contraire le
seul instrument possible de Iégitimation des Institutions européennes,
en partant de la base.

La «souveraineté nationale a tout prix» n’est plus un argument sur
lequel batir I’avenir de I’Union Européenne, si I’on y tient vraiment.

Catania, 13 mars 2014.
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How we might recover from the economic and social
crisis through European integration deepening

Evrard Claessens’
Dear colleages,

Please find herewith my answer to your two questions. Because of
my specialty on trade, transport geography, I have focused my analysis
on the second question, related to the upgrade of the committee of the
regions.

1. What is the best INSTITUTIONAL FRAMEWORK for the
Eurozone, in order for it to function in the most efficient,
transparent and democratic way?

2. Blueprint for a Political (federal) Union, beginning with the
Eurozone?

Answer:

There is a definite need for more institutional power, related to the
interplay between on the one hand the ‘trails’ (external trade, internal
traffic and the current account) , and on the other hand the monetary
consequences of the ‘European dividend’ (trade balances, both external
& internal).

As is explained in the annex, especially the Eurozone suffers
fromstructural trading asymmetries. Though the service sector accounts

* Prof. Dr. (Ph.D.), Jean Monnet Professor at the University of Antwerp; Faculty of
(applied) economics, Prinsstraat 13, B-2000 Antwerp; claessensblomme@hotmail.com.

245



Evrard Claessens

only for about 20% of total trade (visible and invisible), the visible trade
allows substantial ‘embodied services’, for example in the form of
value-added logistics, and so regional spillovers may occur. Therefore,
the well-known monetary should be related to the geographical and,
especially trading asymmetries as well.

In terms of institutional blueprint, I suggest the rewriting of the
concerned texts in the “draft TREATY establishing a Constitution
for Europe”, i.e. Title VI The functioning of the Union, section 2
(The Union’s Advisory Bodies):

— Subsection 1: the committee of the regions. The present total
number of members may be reordered to the NUTS-2 reality
(e.g. ‘provinces’) with one delegate per region instead of the
current list, which is a copy of the ECOSOC. Then, the draft
text in the treaty can be strengthened from a purely advisory
function in order to include a number of federal competences,
related to regional development in (service) industries.

— Subsection 2: the economic and social committee may remain
unchanged.

The annex to this opinion statement selects three economically
verifiable issues, related to regional (and monetary) inequality, i.e.
— The mainport dominance & the ‘horseshoe’ syndrome;
— The issue of trading asymmetry, especially the import dominance
of some ‘gate-way’ ports,
— The general conduct of trading asymmetry, related to products
(1iT or Grubel-Lloyd GLP) and to member-gates (GLT).

They were presented at recent Jean Monnet conferences in co-
authorship with:
— Dr. Vesna Stavrevska, my assistant to the Jean Monnet chair for
the last decade, and
— Ba sc. Christophe Boogaerts, a last-year master student,
conducting this research for his master thesis (due for June 2014).

This topics will also be presented in my application for a new Jean
Monnet module, named “European Trading Trails”.

Sincerely yours;
Evrard Claessens, chair jean Monnet
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Annex

1. The horseshoe Syndrome

The EU external trade volumes are dominated by maritime relations.
These EU gateways may portray a kind of horseshoe with the historical
coasts. The mere shape of geography focusses on two medieval rival
port ranges which penetrate the internal market, i.e. the Hamburg-
Le Havre (the ancient Hanseatic) and the Mediterranean coast from
Valencia to Genoa, including the North Adriatic. The ‘syndrome’
means that the Hamburg-Le Havre keep its excessive concentration
of especially unloadings (portrayed by the left-hand half-circles with
the evident dominance of Rotterdam). Nevertheless, other port regions,
such as Antwerp and the Scan-Baltic region portray a more balanced
pattern of loadings and unlading.

Figure 1: port traffic by NUTS-2 regional detail

Bron: Eurostat, haventrafiek per NUTS-2 Rechts =lossing, links = lading
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2. Trade asymmetries

This discussion can be enlarged towards value trade taking all
modes of transport and comparing the extra-EU trade balance with
intra-EU traffic with a similar ‘balance’ within the internal market. Both
balances add up to a kind of European dividend, revealing on which
market segment performs best for each member state. So, Germany does
not surprise with a dividend of about € 3,000 per capita, dominantly
extra-EU (totaling € 139 billion) and to a lesser extent on the internal
market (57 billion). All this reflects the visible character of the German
economy (visible trade), sometimes in contrast to the other components
of the current account (e.g. services).

What strikes is the asymmetric situation in the Netherlands with
a similar total ‘dividend’ of circa € 3000 per inhabitant. The extra-EU
imports of 231 miljard € obtains some “embodied services” by value-
added logistics towards intra-European expeditions a 307miljard. This is
especially an inbound transit business, including own production as well.
These numbers are possibly an underestimation since ‘simplified customs
procedures’ allow the ultimate clearance in the region of final destination.

In any case it remains striking that the Dutch ‘dividend’ of 49 billion,
necessitates a total trade flow of 930 billion, (441 billion external and
489 billion internal), of which the dividend represent a mere 5 %. The
German dividend of 196 billion represents almost 10% of the trade

flows (813 billion extra-EU and 1,223 billion € on the internal market.

EU-28 trade (in billion € ) compared to intra-EU traffic

Extra-EU trade >>>>> | Euro- dividend | <<<<Intra-EU ‘traffic’

iMport | eXport | Balans Total | Dividend | Arrivals | expedit. | Balans
332 471 139 | Germany 196 573 650 57
172 181 10 France =77 349 261 -87
251 181 -97 Un.King. -150 236 183 -53
231 110 -121 Netherl. 49 119 370 170
107 95 -12 Belgium 7 228 246 19
21 30 9 Denmark 12 48 53 5
42 58 16 Sweden 4 87 75 -12
22 26 4 Finland -1 37 32 -5
50 34 -16 Poland -16 106 106 0

Note: trade-balance (extra-EU) plus (intra-EU) traffic balance = Euro-dividend (*)
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The table can be enlarged to the whole EU which extends the
scope of this message. A new application for a Jean-Monnet module
“trading trails” will be suggested this spring with these type of ‘visible
asymmetries’ in the EU.

3. Intra-industry trade

A last point is the issues of intra-industry trade (iiT). Most textbooks
on European integration consider trade within the same industry as
source of trdae growth and global competition (e.g. American flying
with Airbus and Europeans with Boeing).The graph below pictures the
top 30 external partners of the EU. The GLP measures this fenomenon
by a simplified Grubel-Lloyd analysis on the horizontal axis. Most
trade partners show a tendency for trading within the same industries
(say 5<GLP<40), whereas others remain highly specialized (say raw
materials etc.). What we recently discovered within the chair Jean
Monnet is that the geographical asymmetry run more or less parallel to
the product Grubel-Llyd. For this we applied the Grubel-Lloyd logic to
the different gates of the EU . So the GLT (something we invented) is
low when EU imports and exports are handled through the same ports
and airports, and scores up to 40 when import gateways differ from
outbound (air)ports. The correlation between the GLT and the GLP
means that ‘main gates’ activate intra-industry trade.
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The here-used GLT & GLP are only taking the ratio | X-M|/(X+M)
instead of 1-{|X-M|/(X+M)}

249



Evrard Claessens

These visible asymmetries may generate some monetary asymme-
tries as well, and hence jeopardize regional cohesion in backward re-
gions.
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European Union — A multilevel territorial governance:
the role of local autonomies

Fabio Zucca”

Summary

The question of a Europe of regions and local autonomies is highly
topical today. Moreover, the negative effects of the globalization
challenge can only be managed by creating a true European power — the
United States of Europe —while also providing for strong involvement by
the territories. Political as well as historical reflections on the role of the
local authorities thus highlight the need to democratize the Committee
of Regions, transforming the latter into a second-level elective body,
adopting planning and financing measures that directly involve the
regional and local authorities, and allocating supplementary resources
in the area of territorial cooperation by adopting innovative methods of
governance, such as European territorial agreements directly involving
the municipalities. Finally, the European Union must put into
play a widespread information and training policy in favour of the
local administrators in order for the latter to more fully participate in
governing the Union.

Historical analysis

The theme of the Europe of regions and local autonomies is highly
topical today. Political as well as historical reflections are becoming
increasingly important even though each has a different view of the
role of local governments and their importance as a political instrument
for governing the profound changes which have occurred in Europe
beginning in the middle of the last century.

* University of Insubria Varese campus.
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The process is rooted in historical events in which the local
authorities, if they were not among the main protagonists, surely
played a non-secondary role in the formation of Europe’s political and
administrative structures.! The early European Communities were
created at the start of the 1950s based on the Treaties among the six
sovereign nation-states: the Federal Republic of Germany, France,
Italy, Belgium, the Netherlands and Luxembourg. Five of these states
had centralized governments; only the FRG had a federal structure,
with the Ldnder having true political and administrative competencies.
The Treaty of Paris in 1951 regarding the European Coal and Steel
Community (ECSC), the Rome Treaty in 1957 creating the European
Economic Community (EEC) and the European Atomic Energy
Community (EURATOM) did not even refer to the local authorities,
apart from marginal citations of no political relevance. The preamble
to the Treaty establishing the EEC merely referred to a harmonious
economic development in the various countries with the objective of
narrowing the differences among the European regions, which were
considered more as geographical entities than political-territorial ones.

During the 1970s and ‘80s the European regions and local authorities
began to play more of a political-administrative role as several
centralized states restructured themselves by means of an increasingly
marked administrative decentralization (Italy and France first and
foremost, followed by Spain), while others, such as Belgium, applied a
gradual federal reform to their state structure.> Moreover, in 1975 the
European Regional Development Fund was created, which marked the
start of an embryonic European regional policy. This policy was also
spurred by the entry of new countries into the Union, such as Britain,
which recognized a role for the local government level. The first
Committee for regional policy was then formed within the Community,

! On the historical role of the local authorities in the European integration process,
cf. Fabio Zucca, Autonomie locali e federazione sovrananzionale. La battaglia del Conseil
des comune et régions d’Europe per ['unita europea, preface by Valéry Giscard d’Estaing,
Bologna, 11 Mulino 2001.

2 On the state and territorial structure of the various European countries and the
processes presently under way, cf. Fiorenzo Ferlaino and Paolo Molinari, Neofederalismo,
neoregionalismo e intercomunalita. Geografia amministrativa dell’Italia e dell Europa,
Bologna, 11 Mulino, 2009 pp. 33-256.

252



European Union — A multilevel territorial governance: the role of local autonomies

and this tendency was gradually reinforced and further acknowledged
when the European Parliament, elected with direct universal suffrage
on June 7-10th, 1979,® convened the First Conference of the Regions
at Strasbourg on January 25-27" 1984.

At the same time the Draft Treaty establishing the European Union,
promoted and drew by Altiero Spinelli and voted on in plenary session
by the European Parliament on September 1983, and approved by
absolute majority on February 14" 1984, officially recognized the
need for the participation of the local and regional authorities in the
construction of the European Union.

The successive Treaties strengthened the presence and role of
the local governments as an active part in the European integration
process.

Models of territorial organization and of new governance

Cultural diversity, which is Europe’s great heritage, has produced
a peculiar reorientation of the state/regions relationship and led to the
creation of vast spectrum of regions, which can be grouped into five
categories that at times overlap within the same country:

1) Administrative districts (Portugal and the United Kingdom have
both administrative districts as well as administrative regions
and, in the case of the U.K., autonomous or political regions
as well);

2) Regions as second-level territorial entities in the form of
groupings of local authorities (Germany and the Netherlands);

3) Administrative regions (France, Portugal, the U.K.);

4) Autonomous or political regions (Belgium, Italy, the Netherlands,
Portugal, the U.K. and Spain);

5) Federated regions (Austria, Belgium, Germany).

3 On the historical significance of the election of the first European Parliament, cf.
the still unsurpassed study by Luigi Vittorio Majocchi and Francesco Rossolillo entitled
1l Parlamento europeo. Significato storico di un’elezione, Napoli, Guida, 1979. On the
role of the local authorities in favour of the election of the first European Parliament, cf.
Fabio Zucca, La contribution du Conseil des communes d’Europe a la premiere élection
du Parlement européen, in <<Historiens de I’Europe contemporaine>>, published by the
Groupe de liaison des historiens aupres des Communautés, n. 1-4, 1996, pp. 23-45.
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These different categories reflect the variety of actors and of
international or supranational processes, and in general the profound
reorganization of the state and administrative structure under way in
Europe. This is the context in which we can place the independence
movement in Scotland as well as the referendum for the secession of
Catalonia in Spain. In the face of such events, the European Union
should not take on a closed attitude and threaten expulsion. On the
contrary: European institutions should play an active role in supporting
phenomena that could, by signalling a strong change with respect to
the past and leading to a distancing from the traditional comparative
schema in favour of new conceptual models, represent an impetus in the
direction of federal unification through a progressive regionalization in
the distribution of political power.

It must be stressed that this impetus is in accord with the objectives
of the supporters of a multi-level governance (MLG) of European
policies as an alternative to the intergovernmental management model
(IGM), which has characterized relations inside the Communities and
later the Union. In the IGM model the main decision-makers are the
member states of the Union, while in the MLG model there is both a
shift of competencies upwards (toward the European institutions) and
downwards, toward the local governments.*

If one believes in the utility of the role of the MLG in the
globalization challenge, in order to guarantee a high level of economic
and social co-existence in Europe, then one must hope, going back
to the historical positions of the Council of European Municipalities
and Regions (CEMR), that the Committee of the Regions will play a
more conspicuous political role thus increasing the participation of
citizens in the EU governing and in the challenges of globalization.
Undoubtedly, this process should be managed so that, through the
new legal instruments that exist today, such as the European Grouping
of Territorial Cooperation (EGTC), created in 2006, it will become
possible to respond to the present global crisis with actions that favour
a conscious political and economic development that finally involves

4 On the MGL see, in particular, Gary Marks, Structural Policy and Multilevel
Governance in the EC, in The State of the European Community, ed. by A. Cafruny and S.
G. Rosenthal, Harlow, Longman, 1993, v. 2.

254



European Union — A multilevel territorial governance: the role of local autonomies

European citizens in the process under way, even at the local government
level.

Possible strategies for multilevel governance

— Considering the decentralization process, which at times has
assumed a federal aspect, under way in many European Union
countries and which has led among other things to greater public
investment at the local and regional levels, and thus to more
strategic decisions being entrusted to the local governments;

— Considering that 75% of the European cohesion policy fund is
earmarked for the objectives set forth in the Lisbon Agenda,
which include actions linked to territorial policies. Moreover,
the regional and local authorities represent (2009 data) 16%
of the Gross Domestic Product (GDP) of the 27-member
European Union, one-third of its public expenditure, 56% of
public employment, and, more importantly, two-thirds of public
investment in the entire Union.’

It is necessary to adapt European policy to the new challenges
by defining its objectives and thus the budget necessary for their
achievement; however, consideration must be given to the European
local governments and their crucial role both in terms of expenditures
and of economic recovery. Furthermore, the negative effects of the
globalization challenge can be managed only through the creation of a
true European political entity — the United States of Europe — which
also entails a strong territorial involvement:

— The Committee of the Regions must be democratized by its
transformation into a second- level elective body that guarantees
appropriate representation for the regions, cities and small
municipalities by setting quotas which are proportional as well
as representative on an interregional basis;

— The planning, and thus financing, of projects for macro-regional
development must begin with the involvement of the regional
and local authorities in their conception and drafting in order

5 Reference: Dexia, http.//www.dexia.be/fr/particulier/pressPressrelease20090295-
localauthorities.htm.
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that these projects respond to the true needs of the territories and
involve European citizens directly in the construction of a MLG;

— The EGTC must be reviewed taking into account the experiences

gained during its initial application phase, which were not always
positive due to the complexity of the regulations for its creation
and implementation;

— Supplementary resources must be allocated for territorial

cooperation by also encouraging innovative methods of
governance, such as European territorial pacts that involve, above
all, the local authorities, in particular the municipalities, through
their territorial organizations as well;

— The European Union must produce a widespread information

and educational policy to enable local administrators to
increase their participation in the management of the Union and
in partnership activities as well as to bring citizens closer to the
Community.

The FEuropean Commission, Council and Parliament must

be ever conscious of the need for the local authorities to play a
greater role regarding the challenges of globalization, such as climate
change, energy policy and the internal market, taking account of the
decentralization process (often of a federal nature) under way in many
European Union countries. This process has, among other things, led
to greater public investment at the local and regional levels and thus to
more strategic decisions being entrusted to the local governments.

The final goal should be to utilize the European local governmental

level to meet the economic challenges of globalization and to win the
battle for the construction of the United States of Europe, a process in
which European citizens should play a founding role.
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How we might recover from the economic and social
crisis through European integration deepening

Jean Monnet Conference 2013:
THE POLITICAL IMPLICATIONS OF EUROPEAN ECONOMIC
INTEGRATION TOWARDS A POLITICAL UNION

Felice Gnagnarella®
Proposals on the Following Matters:

1. What is the Best Institutional Framework for the Eurozone, in Order for It to
Function in theMostEfficient, Transparentand DemocraticManner?
2. Blueprint foraPolitical(Federal) UnionBeginningwiththe Eurozone

1. Introduction

These two matters can be better understood if one answers first
another (and perhaps more) important question: what the European
Union and the Eurozone are for? At the end of the Second World War,
when in1951 the European Coal and Steel Community was established,
it was easy enough to answer that question: it was needed a “Union”
among the European States in order to stop multiple and upsetting
carnages that had been spreading out in the Old Continent for centuries,
if not millennia. From this of point view, it is possible to say that the
European integration process must be generally considered as a great
success: since the end of Second World War, we have been witnessing
a long period of peace, which has never been experimented in this part
of the planet before. This is an indisputable fact that, as such, requires a
completely changed perspective over the current EU’s purposes: given
that within Europe it is not any more a problem of war and peace, it is

* Universita LUM Jean Monnet — Casamassima (BA) — Italy.
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necessary to understand what today — that is after more than sixty years
of its life — the Union stands for.

In fact, as the EU is neither a medical order nor a dogma, it could
be useful to rephrase the question: can we

live without the Union and the Eurozone? The answer is very
simple: yes, of course; there are no doubts about that. Yet, we should ask
ourselves about the conditions in which we will live without the EU and
Eurozone. In brief, what would the economic and social consequences
of the European Union dissolution be?

Apart from some eurosceptics — who believe that the EU and the
Eurozone are historical tragedies, even because they are intended against
the “childish myth of the State’s sovereignty” (as Luigi Einaudi called
it in 1945) — the majority of analysts agree that, under the pressing
phenomena of globalization and immigration, the dissolution of both
the UE and the Euro would affect million of European citizens, making
their situations even worse. In this sense, the current economic and
social crisis shows that the European integration process finds itself
at a very important juncture. In other terms, it is time to choose an
alternative: European leaders have to decide whether to walk further in
the path of European integration or to opt for its ultimate dissolution
— that is a return to national-sovereignty States, as it was before the
Second World War.

So that, if we decide to save the EU and go further in the process
of European integration, it is necessary to clarify that, institutionally
speaking, a more solid framework is important for both in terms of
reducing the likelihood of future crises and in order to deal with the
existing crisis.

In sum, from a political and juridical perspective, no credible crisis
mechanism will be established as long as the institutional framework of
the EU and the Euro is not strong enough to reduce the probability of
future crises to an acceptable (juridical and political) level. This is more
evident when taking into account the Eurozone.

2. Some proposals

Some European policy-makers have been reluctant to concede
that the Eurozone is institutionally flawed. Even now (2014) many of
them assert that the current economic and social crisis is not one of the
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Eurozone itself, but of errant behaviour within it: if certain States had
not broken the rules, the Eurozone would never have run into trouble.
The way to restore confidence, it follows, is to ensure that rules are
rigorously enforced. It is correct to think that these claims are wrong on
almost every count.

It is clear that a monetary union outside a fiscal union and without
both a real Central Bank and the EU’s single market is a deeply unstable
arrangement; and the efforts to fix that institutional flaw with stricter and
more rigid rules are making the Eurozone less stable, not more. Yet, for
some European policy-makers rules (that is governance) exist because
common institutions (that is government) do not. Nevertheless, not only
the history of European integration process, but also the history of the
Western Legal Systems demonstrates that rules are no substitute for
common (political-public) institutions. Furthermore, tighter and stricter
rules do not amount to political institutions.

The hallmark of integrated institution is “mutualisation” that, in
financial and economic fields, implies banking Union, fiscal union,
greater pooling of budgetary resources, a more integrated market,
and joint debt issuance. Now, tighter rules are not so much a road to
mutualisation, as an attempt to prevent economic and social crisis
from happening. In this respect, it is known that the Euro is a currency
union without a treasury or a lender of last resort. The European policy
framework is ill-suited to a big, largely closed, economy, and the
national markets are insufficiently flexible and imperfectly integrated.

For all these reasons, it is reasonable to believe that, as said
before, European leaders now face a choice. They must either address
the Eurozone’s institutional underpinnings or risk a disorderly break-
up. In order to avoid this last disaster scenario (which will produce a
devastating result not only for debtor Countries, but also for Europe as
a whole), it is appropriate to think that the EU needs to approve at least
four interrelated reforms:

1) mutualisation of sovereign borrowing costs, via the adoption of a
common bond;

2) broader mandate for the European Central Bank;

3) coordinated fiscal policy;

4) greater market integration.
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None of these reforms is sufficient. But each is necessary.

It is well known that the legal, political and democratic obstacles to
such a path of action are huge. Nonetheless, the Euro crisis is not just a
debt crisis and a banking crisis, but also a governance crisis. Moreover,
decisions regarding the institutional design of the banking union, fiscal
union, and other institutions are so problematic because member States
are all attempting to pursue their own (often conflicting) interests. For
this, it should be right to think that the time for ambiguity and muddling
through is over.

2.1. Mutualisation of Sovereignty Debts

In the longer-term only the mutualisation of debt issuance will
generate the low (risk-free) interest rate, which is necessary to put the
State’s public finances on a sound footing and lay the basis for a return
to economic growth. All Eurozone member-States should therefore
finance debt by issuing bonds, which would be jointly guaranteed by
all of them.

Now, the problem with Eurobonds is well known, and it is manly
related to the efficient prevention of fiscally irresponsible States.
A possible solution would be for member-States to issue debt as
Eurobonds up to a certain level — for example, 60 per cent of GDP — but
be individually responsible for any debt above it. This would give States
with high levels of public debt an incentive to consolidate their public
finances. However, for a number of economies, the additional borrowing
would simply be too expensive. A better solution would therefore be for
a new, independent fiscal body to establish borrowing targets for each
Country and for a European debt agency to issue Eurobonds (up to an
agreed level) on behalf of the member-States.

These fiscal rules should be set with reference to the cyclically
(adjusted) fiscal position for each State, which have to be permitted
to run deficits when their cyclical positions demand it. Inappropriately
pro-cyclical fiscal policies and ruinous interest rates depress economic
activity and with it the investment needed to boost productivity. The
Eurozone’s States would no doubt struggle to agree on the composition
of the new fiscal body. A board of certain number of people, one from
each Eurozone economy, would be unwieldy and unlikely to win the
support of the Eurozone’s principal creditor Countries. At the same
time, a board dominated by the creditor States would be unlikely to win
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the backing of the debtor ones. A board of economists and fiscal expert,
from the big Eurozone economies, the European Commission and the
European Central Bank (ECB) might form a good basis.

In any case, such a reform would necessary require a high level of
political integration, including a Eurozone budget and revenue-raising
powers.

2.2. Real European Central Bank

The Eurozone crisis has shown that a shared currency with an
increasingly integrated financial sector cannot co-exist with national
regimes for supervising and rescuing banks. The problem is not just
that the supervisory banking architecture is not sufficiently effective,
but also that the current European system is more prone to sovereign
debt crises, which is mutually alimented by member-States. Under such
a system, conservatively-run banks that are located in States with weak
sovereigns are vulnerable to runs on their deposits — this is evident when
taking into account States (like Greece) perceived to be at risk either of
defaulting or of leaving the Eurozone.

In this respect, a crucial step would be to set up a jointly-funded, the
Eurozone-wide deposit protection scheme. The most stable arrangement
would be for the European scheme to cover all banks. This would help
to reduce the vulnerability of banks in highly indebted States.

Now, if fiscal backstops to the Eurozone’s banking sector were
to be ‘Europeanised’, then banking supervision might have to be as
well. In other words, this kind of reform would necessarily require that
the European Central Bank (ECB) have greater powers over national
authorities than it does at present. A strengthened ECB would help to
weaken the unhealthily close relationships that often prevail between
local politicians, banks and national supervisors in the member-States;
which encourage damaging policies of regulatory forbearance and act
as impediments to fully institutional reform.

In this sense, it is useful to consider that in the last two years the
EU has been developing a single set of rules for the supervision and
regulation of the financial services. More specifically, in the banking
union the implementation of these common rules will be centralised.
Supervision and resolution of banks will move from the national to
the EU level: to the Single Supervisory Mechanism and the Single
Resolution Mechanism. All Eurozone member-States will automatically
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become a part of the banking union. Non-euro area Countries may
also join the banking union if they wish to do so'. Work is currently
underway on the next piece of the banking union structure, the Single
Resolution Mechanism (SRM). This mechanism will complement
the Single Supervisory Mechanism (SSM). The resolution of non-
viable banks will move from the national to the EU level. Should a
bank supervised directly by the ECB risk becoming unviable, a single
resolution authority will be in charge of its resolution.

In any case, in December 2013 the European Council adopted
its position on the SRM regulation: Ministers decided that certain
provisions should be governed by an “intergovernmental agreement”
rather than the SRM regulation in order not to risk a conflict with some
State’s Constitutions®. So, although this framework sets out uniform
rules for resolution, national regulators will retain a certain degree of
flexibility in applying these rules. Specifically, within certain limits
they have the scope to protect groups of creditors against losses in order
to maintain critical banking functions or prevent contagion®.

For this reason, that reform is a step in the right direction of a full
banking union. But, in this field the institutional design is not completed
yet. A banking union can only be effective if supervision, resolution and

! Under the Single Supervisory Mechanism (SSM) responsibility for bank
supervision in the Euro area will be shifted from national authorities to the ECB. The ECB
will supervise systemically important banks directly and national authorities will continue
to carry out a number of supervisory tasks for smaller financial institutions. The process
will start in the spring of 2014 with an asset quality review of the banks that will be moved
under the umbrella of the ECB and will continue with EU-wide stress tests. The outcome
of this exercise is expected to be known in the autumn of 2014. If it transpires that some
banks need to be recapitalised, they will have to raise the required amount of capital before
they move under the supervision of the ECB. This exercise will improve the transparency
of the European financial system and thus ensure solid foundations on which the ECB can
build when taking over its supervisory role. The SSM is expected to be fully operational
as of the autumn of 2014.

2 The negotiations on the intergovernmental agreement among Member States, and
between the Council and the European Parliament on the Regulation, started in January
2014. The aim is to reach final agreement before April 2014 so that the SRM can be
operational as of 1 January 2016.

3 We have to remember that, clearly, the European Commission has presented a
significantly more ambitious proposal regarding the transfer of powers to itself and
regarding the establishment of a common resolution fund than some of member-States —
and, by extension, the European Council — currently consider desirable.
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emergency funds are established at the same institutional (European)
level. Although the implementation of the current reform can reduce
costs for stronger banks and taxpayers, a common resolution fund will
ultimately remain essential in order to improve the stability of the Euro.
And it is precisely on this crucial issue that the policy-makers (i.e.
European leaders) continue to disagree.

In this sense, it must be clarified that, if the ECB had to take economic
activity into account, not only would Eurozone interest rates be lower,
but the European Central Bank would also be pumping money directly
into the Eurozone economy. In this manner, much like the US Federal
Reserve, the Bank of Japan and the Bank of England, the ECB would
engage in so-called quantitative easing, the un-sterilised purchasing of
government debt and other assets.

In sum, common supervision and a single European resolution
mechanism are a political condition for having a resolution fund. As long
as policy-makers fail to find a credible solution to the current problems,
it will be difficult to see the establishment of a full banking union. As
a result, the policy for both the current crisis and the policy to prevent
future crises are clearly tied up together, with the unwillingness of
politicians to take the inevitable losses of the current banking problems
being reflected in the inadequate institutional framework.

2.3. A coordinated (United) Fiscal Policy

The member-States’ fiscal policy has to be co-ordinated to ensure
the maintenance of demand across the Eurozone. This requires an
acknowledgement of the connection between the States’ fiscal positions
and their external balances in a monetary union that lacks fiscal transfers.

The Eurozone clearly needs to agree fiscal targets and a regime
to monitor them effectively. But, the announcement of tough targets
without any action to create the conditions under which they can be met
will do nothing to prevent the future (economic and social) crisis and
restore investor confidence in the Eurozone. It is almost impossible for
economies to deleverage against a backdrop of economic stagnation
or contraction. A new fiscal regime needs to be accompanied by a
symmetric imbalances procedure.
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2.4. Greater Single Market

A shared currency cannot rest on a patchwork quilt of national
markets. Factors of production do not move as freely between France
and Italy as say between New Jersey and Delaware. If factors cannot
move freely, differences in prices and productivity will become difficult
to reverse, increasing the risk that interest rates will be too high for
some European States and too low for others.

Within the Eurozone, trade in goods is highly integrated, but this
is not the case for services and labour. If labour were more mobile
within the Eurozone, differences in wage growth between the member-
-States would have been less marked, addressing one of the reasons for
the large trade imbalances. In order to achieve this result, the UE may
establish a minimum wage for economic area, which includes some
adjacent (geographically and economically speaking) European States.

Increased labour mobility within the currency union may be difficult
to bring about due to language differences, but it does not mean that
Eurozone policy-makers should not try.

3. Blueprint for a Political (Federal) Union Beginning with the
Eurozone

From the European legal system point of view, it is reasonable
to believe that, beginning with the Eurozone, the implementation of
those proposals would be a major step towards a true political (federal)
Union. This is because they would design an institutional framework
that would necessarily have to be administered by real federal bodies.
Central tax resources, a fully-fledged banking union, and mutualized
debt would in other words become powerful symbols of a real United
(political) Europe. Besides, the need for strong democratic oversight
will spur the creation of a revitalized European Parliament and (perhaps)
directly elected Commission, affirming a well-proportioned relationship
between governance (rules) and government (public institutions) at the
European level. Which could finally evolve into the system of a United
States of Europe able to stand up alongside the leading powers of the
emerging multipolar and globalised world.

If the Eurozone had been a fully-fledged political (federal) union,
it would not be in its current predicament. Its aggregate public debt and
deficit ratios, after all, are no worse than the US’s. But, the Eurozone

264



How we might recover from the economic and social crisis through European integration deepening

is not a political union, which is why it faces an existential crisis, and
the US does not. The absence of such institutional framework explains
why economic imbalances between as say Germany and Spain matter
in a way that economic imbalance between Delaware and New Jersey
do not. And this explains why some Eurozone member-States face
sovereign debt crises, while States in the US do not. Unlike the US’s
States, Countries of the Eurozone did not assume joint liability for
rescuing banks. More specifically, during the last five years financial
vulnerabilities in distressed Countries have been exacerbated by both
the absence of fiscal integration at European level and the difficulties
of adjustment in a monetary union, which is politically (that is to say
institutionally) incomplete.

On the other hand, the punishing (and self-defeating) economic
adjustments imposed on debtor Countries contrasts with the self-
righteous complacency shown in the creditor member-States. Not
only have the latter insisted that debtor States implement the kind of
structural reforms for which they have shown no enthusiasm themselves
(like opening services to greater competition). But they have also been
reluctant to accept the potential for write-downs among their banks. So
the very States that have insisted on wrenching economic adjustments
in debtor Countries have often been the ones that have done the most to
conceal the fragility of their own banks. So, this asymmetry in treatment
has deepened the financial-economic crisis and increased the social cost
of resolving it.

It is now clear that a currency shared by fiscally sovereign member-
States is more vulnerable to losses of confidence than a monetary and
political union that is more fully integrated.

4. Conclusion

The Eurozone’s economic and social crisis is a crisis of politics and
democracy. It is clear that the Eurozone will remain an unstable, unless
critical steps are taken to place it on a more sustainable institutional
framework. But it is equally clear that European policy-makers have
no democratic mandate in the short term to take the steps required. The
reason is that greater integration would turn the EU and the Eurozone
into the very thing that some European leaders said it would never be:
a ‘transfer union’, with joint debt issuance and greater control from the
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centre over tax and spending policy in the member-States. In any case,
the same EU leaders have now to decide, as did the European policy-
-makers at the end of Second World War; even because there is not
much difference between social and human costs of the current crisis
and the social and human produced by a war.

As said before, the European leaders have now to decide. Either
they can accept that the Eurozone is institutionally flawed and do
what is necessary to turn it into a more stable institutional and legal
framework; this will necessarily require some of the States to lose part
of the national sovereignty, in the classical sense of the term. Or they can
continue to nourish the “Euro fiction”, that confidence can be restored
by the adoption of (tougher and more rigid) rules. The final vision is that
that this last scenario will condemn the EU and the Eurozone as to self-
defeating policies that hasten crisis, contagion defaults and eventual
destroy the Union as a whole, producing intolerable social and human
costs. In sum, it is time to remember that State sovereignty and the
Euro’s rigid rules cannot be considered as ends in themselves, but they
are simply instruments that aim at assuring a better life for European
citizens in this part of the planet.

KEYWORDS: Eurozone; Rules; Institutions; Mutualization, Fiscal

Union, Bank Union; Integrated Market; Decision-Makers; Sovereignty;
Democratization.
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Economic and Political Integration in the Eurozone:
a Challenge for the European Union

Francesco Sciaudone”

1. Introduction

This contribution is aimed to provide some insights concerning
the characteristics that the Eurozone should have in order to become
a fully-integrated part of the EU legal system and to be the center of a
deepened, enhanced integration.

The Euro has represented a profound change. It can be considered
as the landmark on the European integration pathway. It is not by chance
that Euro-crisis coincided with a political emergency’, during which the
core itself of European integration has been put under question.

Restoring confidence in the Eurozone has been the necessary step
to take in order to restore confidence in the EU as a political entity. As
President Barroso stressed several times during his speech of 14" of
November 20132, regaining confidence in the Euro has needed a strong
political commitment. It has been a political choice.

The same degree of commitment is currently essential in order
to develop a sound Eurozone governance, capable to head future
economic challenges. As also Member States outside of the Euro have
been affected by the Euro-crisis, it is evident that building up a sound
Eurozone governance is of vital importance for the whole European
Union.

* Jean Monnet Professor

!'It is worth to remember that, in very short terms, the Euro crisis has been originated
by a combination of a sovereign debt crisis and a banking crisis, fuelled by the spread
between the degrees of competitiveness of the various Member States in the Eurozone.

2 Barroso, J.M, Jean Monnet ECSA World Conference 2013: Opening Speech The
Political Implications Of European Economic Integration — Towards A Political Union, 14
November 2013, Brussels.
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2. A sound institutional framework: enhancing efficiency,
transparency, and accountability in the Eurozone

The debate raised on the European response to the economic crisis
has highlighted at which extent Eurozone stability is key for the future
of the EU. The establishment of a more solid institutional framework
for the Eurozone could no longer be procrastinated.

In these regards, can a strong political consensus sustain an
institutional framework for the Eurozone other than the most efficient,
transparent and democratic? Can Eurozone Member States opt for
a system not fully consistent with the principles of accountability
developed in decades of European integration? Is it prudent to build
up the Eurozone governance outside the existent EU institutional
framework? In my opinion, no is the sole answer for all these questions.

Despite the fact that economic integration was mainly prompted
by a vigorous political momentum (namely, post-Maastricht), the most
significant resistance in transferring effective sovereignty instruments
to the European institutions (especially following the creation of the
single currency) has surely to be appointed as the main cause of the
incomplete picture of the Eurozone institutional framework?.

An erratic political will at the EU level, together with the absence
of a clear political mandate to European institutions, compelled
the Eurozone governance to rely on a fragile hybrid model that had
dramatically shown its inadequacy.

The response of the EU to the crisis was, at least in the very
beginning, mainly focused on sustaining national recovery measures®.
Even when effective, those measures revealed the critical gaps of the
EU architecture. As deep recession in some Eurozone States created
a risk of a ‘spill-over effect’, European policymakers were urged to
take important actions to strengthen economic governance®: Six-Pack
legislation, the Fiscal Compact and Two-Pack regulation.

3 See. Hodson, D., Puetter, U., The European Union and the Economic Crisis in
M. Cini and N. Pérez-Solorzano Borragan (eds.) European Union Politics, 4th edition,
(Oxford: Oxford University Press): 367-39 (2013).

4 See. Visco, 1., The Crisis of Sovereign Debts and the Process of European Integration,
in The Federalist Debate, 2013 (3), http://www.federalist-debate.org.

5 Baratta, R., Legal Issues of the “Fiscal Compact”. Searching for a mature democratic
governance of the Euro, in de Witte, B., Héritier, A., Trechsel, A., (Eds), The Euro Crisis
and the State of European Democracy, European University Institute, Fiesole, 2013.
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After the summit of June 2012, a clear political consensus emerged,
finally aimed to develop the “specific and time-bound road map for
the achievement of a genuine economic and monetary union”® that the
crisis revealed as mandatory.

As highlighted most notably in the Four Presidents report’,
deepening economic integration and building-up a common economic
policy must be accompanied by a commensurate involvement of
political institutions. In these regards, the Eurozone governance model
has therefore not merely to be capable to operate efficiently (and to
respond promptly) but also to ensure accountability, with a high level
democratic participation and transparency.

What follows is an overview of what the import of all these
characteristics should be in practice.

a) An efficient model of governance, avoiding duplication and
inconsistencies

In the last years, the Eurozone governance has surely suffered in
terms of efficiency. The manifest difficulties in finding rapid and effective
responses to the challenges of the global crisis in the Eurozone (also
caused by a volatile political consensus on economic policies of wider
impact) has mainly to be attributed to the inherent limits of the model
originally designed in the Treaties as substantially intergovernmental®.

Even though, “never in the past have so many competences been
exercised at EU level”, the inadequacy of the EU institutional framework
to respond to the need of an univocal and consistent governance, opened
the debate around the creation of a mew political and institutional
scheme, overcoming (or, at least, re-shaping) the framework designed
by the Treaties.

¢ European Council, Euro Area Summit Statement, 29 June 2012.

"Van Rompuy, H (with J.M. Barroso, J-C Juncker and M. Draghi), Towards a Genuine
Economic and Monetary Union, 5 December 2012.

8 Allard C., Koeva Brooks, P.; Bluedorn J-C; Bornhorst, F.; Ohnsorge F.,
Christopherson, K., Toward A Fiscal Union for Euro Area, International Monetary Fund
Papers 2013 (9), www.imf.org.

° Barroso, J.M, The European Way Forward: Leadership and Ownership,
SPEECH/12/351.
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I share the view, as also expressed by President Barroso (in his
abovementioned speech), that the need of a more stable and predictable
governance cannot drive the Eurozone to a duplication of bodies. On
the contrary, it is necessary for the Eurozone to fully adhere with the
EU decision making process, relying on the institutional structures
provided for by the Lisbon Treaty and preserving its acquis.

Establishing the Eurozone governance framework will have,
among many others, the advantage of avoiding potential disruptive
inconsistencies between economic and monetary policies (within the
Eurozone) and the other EU economic policies, especially those aimed
to growth.

b) Democratic legitimacy: which role for the European Parliament?

The second, crucial characteristic of the Eurozone governance
model lies on its full democratic legitimacy'®. Whether it is undeniable
that the role played by the European Council has been key in setting
up measures to cope with the Eurozone crisis, it is equally true that
the European Parliament has experienced a marginalization, having
diminished scrutiny powers''. Such a model, with its democratic deficit,
cannot be sustainable in the long term.

Shifting away from the Euro-crisis scenario, any approach to a
sound Eurozone governance has to fully comply with the principle of
democracy'?. In this context, the process towards an enhanced deepened
economic and monetary integration has necessarily to include the
attribution of full scrutiny powers to the European Parliament, vis-a-vis
the other institutions of the Eurozone'.

10 Fabbrini, S., After The Euro Crisis: The President Of Europe. A New Paradigm For
Increasing Legitimacy And Effectiveness In The EU, CEPS Commentary, CEPS, Brussels,
June 2012.

" Wolff, G., Hallerberg, M. Marzinotto, B., How effective and legitimate is the
European semester? Increasing role of the European parliament, Bruegel Working Papers,
September 2011.

12 Eleftheriadis, P., Democratic Accountability For A Monetary Union, in Bellamy R.
and Staiger U (eds), The Eurozone Crisis and the Democratic Deficit, London, UCL, 2014.

13 On the risks, see notably: Bini Smaghi L., Austerity: European democracies against
the wall, CEPS, Brussels, 2013, p. 130-135.
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This scenario raises various concerns. Among those, one is of
extreme importance. Strengthening the European Parliament role
would also imply a possible differentiation among the MEPs, limiting
the voting rights only to MEPs elected in Eurozone Member States'*.
An ongoing debate is offering alternative solutions, even the creation of
a new elected body (a sort of “Euro-parliament”).

As already mentioned, promoting a new assembly (even whether
composed by members of national Parliaments) would represent a
duplication that will negatively affect the Eurozone.

Moreover, any limitation to voting rights within the European
Parliament should be considered extremely harmful. As the single
currency lies at the foundation of European integration, the simple
cut-off of a “Euro-vote”, within the European Parliament, would have
a dramatic impact on the political cohesion of the European Union,
excluding MEPs representing EU citizens voting outside of the
Eurozone.

As a consequence, the only viable solution to strengthen the
democratic component in the Eurozone governance remains to gradually
enhance the role of the European Parliament (with no limitation of
MEPs’ voting rights)'>. It is indeed desirable to expand progressively
the participation of the European Parliament, transferring the scrutiny
powers that belong to the ordinary legislative procedure.

¢) Transparency as predictability of the policy-making choices
within the Eurozone

A third essential characteristic of the Eurozone governance is
transparency'®. A high degree of transparency, in the meaning of
openness concerning the operating methods and stability targets of
Eurozone governance, is able to boost confidence in its decision-makers.
Transparency allows market operators and citizens to more precisely

4 For an overview, see: Maureas, A., From EMU to DEMU: The Democratic
Legitimacy of the EU and the European Parliament, IAl Working Papers 2013 (11).

5 De Schoutheete, P., Micossi, S., On Political Union in Europe: The changing
landscape of decisionmaking and political accountability, No. 4 / 21, CEPS Essays, 2013.

' For an overview, see: Heritier, A., Policy Effectiveness and Transparency in
European Policy-Making, in Jones E., Menon A. & Weatherill S.(eds), The Oxford
Handbook of The European Union, Oxford, OUP, 2012, 676-689.
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predict future policy moves, mitigating the risks of instability caused by
the errors in the private sector!”.

In short terms, concerning the characteristics of the Eurozone
model able to enhance transparency'®, it is worth to focus on two of
them in particular.

First, it is essential for the Eurozone governance to have a
predetermined and timely policy agenda. Inrecent years, the unsteadiness
of EU policy making process has surely lowered the chance of providing
a better understanding of possible actions in Eurozone governance.
Avoiding both the procrastination of expected decisions, or reaching
political agreement in intergovernmental emergency summits, is in
these regards more than desirable.

Another necessary characteristic is related to the monitoring powers,
in particular in favour of the European Parliament. The possibility to
schedule regular hearings in which the other institutions involved in
the Eurozone governance are briefed is one of the best mean to provide
reliable data, fully intelligible by market operators and citizens.

3. Eurozone: shifting the EU architecture towards a deepened
integration

Following the model previously outlined, a sound Eurozone
governance is going to have the necessary characteristic to be more
efficient in: (i) coping with economic and financial distress; (ii)
functioning in compliance with democratic principles and accountability;
(ii1) maintain a high level of confidence within the market.

By being fully integrated in the multi-level EU model, the Eurozone
— the policy area with the highest level of political integration — has an
impact on the integration process, boosting the EU architecture towards
a more integrated model®.

17 See, especially in the context of the banking sector: Gandrud C., Hallerberg, M.,
Supervisory transparency in the European banking union, Bruegel Policy Contributions,
2014 (01).

18 Biefang-Frisancho Mariscal 1., Howells, P., Monetary Policy Transparency:
Lessons from Germany and the Eurozone, Bristol Business School Working Papers 20114.

9 European Commission, 2012, A Blueprint for a Deep and genuine Economic and
Monetary Union — Launching the Debate, November 30, 2012.
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It is worth to stress on the fact that this process has started. Measures
implementing an increased budgetary integration (notably, the Stability
and growth pact reform, the Fiscal compact and finally the Two pack)
have enhanced fiscal coordination among EU Member States. Tighten
rules on budgetary issues for the sake of stability has provided the
foundation of a genuine fiscal union. In parallel, European financial
integration (aimed to neutralize the negative outcomes on Euro stability
of national policies) has accelerated the completion of the European
banking union legal framework?®.

Finally, it is important to remark that Eurozone policies will coexist
with (and almost surely influence) all the other EU policies?!. It is
indeed unrealistic to envisage — for example — the EU external policy
conducted without taking into consideration the Eurozone. The same
can be said for EU Enlargement or for international trade agreements®.

4. Conclusions

In comparison with the decades preceding the crisis*, European
political integration has indeed accelerated: a result that has been hard
to reach. It is worth to remember that, only few months ago, exit the
Euro seemed a realistic scenario for some Member States.

The factors foreclosing the achievement of a sound governance in
the Eurozone have been (gradually) removed only by the means of a
strong political commitment, shared by the European Union as a whole
(Member States and EU Institutions, together). As the Eurozone is still
in fieri, the same solid political consensus (necessarily subjected to full
democratic scrutiny) is even more necessary in the future.

20 See, in these regards; Breuss, F., European Banking Union, WIFO Working Paper
(454/2013), September 2013; loannidou, V., 4 first step towards a banking union, in Beck,
T., Banking Union for Europe: Risks and Challenges, CEPR, 2012.

2! Hinarejos, A., Fiscal federalism in the European Union: Evolution and future
choices for EMU, Common Market Law Review, 2013 (6), pp. 1621.

2 See, for example, in these regards: European Commission, Fu-Us Transatlantic
Trade And Investment Partnership — Cooperation on financial services regulation (January
2014) available on http://trade.ec.europa.eu/

2 Hodson, D., EMU and political union: what, if anything, have we learned from the
euro's first decade?, in Journal of European Public Policy, 2009 (16), 508.
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A conclusive remark: it has been by responding to the crisis
(deepening financial and economic integration and shifting towards a
more sound and resilient Eurozone) that the EU is finding the way to
become a more mature political entity, moving further along the path
of integration.

Brussels, March 14", 2014
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How We Might Recover from the Economic And Social
Crisis Through European Integration Deepening:
Crisis Prevention Provisions, Full Employment
Mandate and Beyond

Gancho Todorov Ganchev®

The global financial crisis revealed the macroeconomic vulnerability
of the EU. Without radical change in the way the macroeconomic
policies are conceptualized, implemented and coordinated, Europe will
continue to lag behind the USA and the Asian countries.

The biggest EU achievement in the field of the macroeconomic
coordination and regulation is the introduction of the euro. The
expectations were that the elimination of the exchange rate fluctuations
and the implementation of common monetary policy will accelerate
growth and facilitate economic integration in the Eurozone countries.
However, the results are just the opposite of what has been anticipated.
The Eurozone went through dramatic sovereign debt crisis, the
economic growth declined, the unemployment increased spectacularly
and the eagerness to deepen integration noticeably subsided. Since the
Eurozone is at the heart of the EU, the overall economic performance
of the Union deteriorated and the position of the EU in the Global
Economy weakened. Great Britain even rejects the very idea of being
part the EU integration project.

The main reason for this negative evolution is the inappropriate
monetary policy prescribed to the ECB by the Treaty on the Functioning
of the European Union and the Statute of the Bank. The ECB monetary
policy has been driven by superseded neoliberal and monetarist ideas.

* Prof. South-West University, Blagoevgrad, Bulgaria, Grant Decision No 2009-
-2871/001-001
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According to the classical dichotomy and money neutrality postulate
(see Lucas, 1995), monetary and real processes can be treated
separately. So the central bank must be independent and focused on
price stability only. In the same time, the ECB is the only big central
bank that continues to use monetary aggregates and possibly intends to
continue to do so (see for example Falagiarda and Sousa, 2017), as a
supplementary policy instrument in accordance with the monetarists’
prescriptions.

Another theoretical underpinning of the ECB monetary policy is
the so called fiscal theory of price level. According to this point of view,
a strong connection exists between the government debt and the price
level. As to the monetary policy, it is a kind of a game of domination
between the central bank and the government. In principle, the empirical
research does not confirm this point of view (see for details Daly and
Smida, 2014).

Based on these deceptive assumptions, the monetary policy of the
ECB has been limited just to the objective of keeping inflation down
without explicit responsibility for the real sector and employment. It
is believed that the EU Commission and the national governments will
take care of the real sector equilibrium. In order to guarantee the central
bank independence no explicit mechanism of coordination, relating
fiscal and monetary policies was introduced. This is in sharp contrast
with the arrangements of the Federal Reserve and the Bank of England.
In the USA and the UK the central banks are supposed not only to
stabilize the purchasing power of the national currency, but also to be
responsible for full employment (see about the origins of the FED full-
employment mandate in Baker, Rawlins and Stein, 2017).

If the EU does not broaden the objectives of the ECB monetary
policy to include the real economy, Europe will continue to lag behind
its main competitors. In this respect we agree, that the efforts of the EU
authorities to stabilize business cycles should be strengthened relative
to the activities that have been dedicated to impose structural reforms
(De Grauwe and Ji, 2016). The new European Commission initiatives,
related to this problem, are articulated by Dombrovskis and Moskovici
(2017). Their recently published Reflection Paper also emphasizes on
the need for more growth oriented fiscal policy and stronger cyclical
convergence, but does not include any change in the ECB policy
objectives.
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Another problem is the embedded confrontation between the bank
and the countries facing problems with government debt financing. In
spite of facilitating public debt funding with mechanism similar to the
Fed Quantitative Easing, the ECB embarked into a kind of a “chicken
game” (see about chicken games in the euro area Schimmelfenning,
2015) with the problem countries with final objective to impose hard
budget constraints. The result was an upsurge of problem countries
public debt interest rates and further worsening of the financial position
of the indebted states. The austerity measures imposed by the ECB and
the EU Commission were one of the factors that led to deep recession
and high unemployment in most of the Eurozone countries. This is
natural result of the policy, subordinated to the rule, that price stability
takes precedence in all decisions (Monetary Dialogue, December 2009).
Later the ECB changed policy orientation, but it remains uncertain what
kind of behavior the bank will adopt in the future, since bank’s mandate
remains unchanged. Up to now the new ECB policy testifies certain
positive results. Consequently, the Eurozone image improved, but is
still below the pre-crisis level (Wiegand, 2017).

This is not to argue that financial discipline does not matter. It
is obvious however that monetary policy is not neutral, on the one
hand, and that binding coordination between monetary and fiscal
policies is indispensable. This excludes the ECB independence in its
present form. It is also evident that fiscal restrictions do not guarantee
economic recovery. Sustainable macroeconomic environment entails
the introduction of coordinated fiscal policies fully supported by the
ECB on equal for all countries basis.

The EFSM (European Financial Stability Mechanism), EFSF
(European Financial Stability Facility) and later (2012) the European
Stability Mechanism (ESM) presuppose IMF type of financial support
for sovereign bailout programs, precautionary financial assistance,
bank recapitalization program, primary and secondary market support
for troubled countries. This means, that in spite of assigning a new
connotation to the role of the ECB, the EU introduced a kind of crisis
management facility. The ESM, while necessary in case of economic
emergency, does not guarantee smooth functioning of sovereign debt
markets.

The real problem is not how to handle, but how to avoid crisis
situations without prejudice to sustainable growth. The experience of
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Poland with the IMF Flexible Credit Line confirms this conclusion (see
IMF, 2016). If the objective is to secure the credibility of the ECB and
the euro, sovereign debts crisis must be excluded by definition. In fact
the ESM itself requires a further strengthening of the pivotal role of the
ECB in countries-members government debt management. A good EU
macroeconomic strategy should largely aim at transforming the ESM
into precautionary financial instrument guaranteeing against tail risks.

Recently the EU introduced macroeconomic policies coordination
known as European Semester. The objective was to avoid high budget
deficits and to reverse the process of government debts expansion.
Taking into account the connection between government debts and
current account deficits, the European Semester includes requirements
concerning external equilibrium. One could object however that the twin
deficit hypothesis is not necessarily true and that even if correct, the
causality is supposed to be from fiscal sector to current account and not
vice versa. In addition, the introduction of current account constraints
contradicts at least two fundamental principles of the EU integration.

First, the EU integration is supposed to contribute to stronger
cohesion among countries members as the Treaty of Rome and the
other fundamental EU arrangements stipulate. The capital inflow from
the more developed to the less developed states is the most important
channel of resolving this problem. Imposing limits in this respect goes
against the natural trend towards higher income equality in the EU.

At second place the implicit control on capital flows directly
contradicts the proclaimed principle of free movement of capital as one
of the cornerstones of the EU integration.

The broadening of the scope of the macroeconomic restrictions
as well as the over emphasize on the Maastricht criteria goes against
the needs of the European economy after the global financial crisis.
The after crisis economic development of the EU and the Eurozone in
particular demonstrates the need for more stimulating role of the core
countries’ economies such as Germany. Stronger domestic demand in
the Eurozone core is the best remedy for the ailing southern economies.

Another problem is the growing tax systems divergence in Europe.
In terms of taxation Europe is divided into an old and a new part.
In the former European communist countries flat income taxation,
modest social contributions and low corporate taxation prevail. The old
Europe is characterized by progressive tax systems, relatively generous
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social security and comparatively high corporate taxes. This partition
increases social disparities, distorts competition and makes unfair the
fiscal redistribution via EU structural funds. The basic principles of
taxation in EU should be harmonized taking into account the need for
higher social justice and solidarity.

The new planning horizon 2014-2020 adds additional problems. For
the first time the common budget declined under the pressure of Great
Britain and some other countries. This is movement in wrong direction
given the growing disparities among EU member and the emergence of
new collective challenges such as the refugee crisis and the new defense
spending requirements. The insufficient funding of the common policy
objectives narrows the ability of EU to react adequately to the internal
and external challenges. Efforts should be taken to increase the common
financial resources.

To summarize, the protraction of the economic crisis in the EU can
be essentially explained by the inappropriate conceptual basis of the
macroeconomic policy of the ECB and the EC, and by the emphasis
on crisis management rather than on crisis prevention. The EU needs
stronger coordination between monetary and fiscal policies, bigger
Eurozone, less fiscal restrictions and stronger integration in the field of
taxation. Another emerging problem is the potential conflict between
macro prudential and monetary policy, both under the auspices of the
European Central Bank. The ECB authority is simultaneously limited
in the sense of lack of explicit commitment towards the real economy
(absence of full employment mandate) and overextended in terms
of potentially conflicting involvement in both monetary and macro
prudential policy.

In practical terms the strategic question is how the European crisis
management mechanisms can be improved and strengthened. There
are several relatively unconnected crisis management and prevention
organizational structures in the Eurozone and EU in general. The most
important is the European Central bank itself, supported by European
Stability Mechanism in the context of macroeconomic adjustment. The
EU disposes also with such supplementary arrangements in the field of
macroprudential regulation as the Single Supervisory Mechanism and
the Single Resolution Mechanism jointly responsible for the banking
sector and the European Systemic Risk Board (ESRB), focused on
financial system as whole.
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Common feature of all these institutions is, as already mentioned,
their predominantly ex post problem orientation. The only exemption to
some extent is ESM were a kind of early warning system is established.
This system however has very narrow objectives. It is limited to the so
called program countries, i.e. countries subject to adjustment programs
with the objective to guarantee the repayment of the ESM loans.

What is needed in practice is much more comprehensive approach.
The Eurozone would be much more stable and predictable if a
comprehensive early warning system is put in place. Such a system
could cover all Eurozone member states plus EU countries outside the
zone but interested in guaranteeing macroeconomic stability. This early
warning system must be established under the auspices of the ESM
and could work efficiently only if coordinated with ECB, EC, SSM,
SRM and ESRB (see about the problems, related to systemic risk
measurement and identification in Sibert, 2009). In the same time the
Eurozone early warning system should function in close cooperation
with the IMF which disposes with global information about the financial
system risks.

When threats to the macroeconomic stability in some countries are
detected, the ESM must start consultations with the European Central
Bank, European Commission and the respective countries in order to
prepare package of measures (including preemptive financial support in
the spirit of IMF Flexible Credit Line), to counteract risks and secure
economic and financial stability. This implies also broadening of the
ECB mandate to include full employment objective. The suggested
coordinated policies should be implemented irrespectively of whether
the origin of the problems is in the fiscal sector, banking system or
capital markets. Such a combination of financial resources pooling,
preventive actions and coordinated efforts would rule out any significant
Eurozone crisis in the future.

References

Baker D., Rawlins S. and Stein D. (2017). The Full Employment Mandate of the
Federal Reserve: Its Origins and Importance. CEPR, Fed Up and CPD. http://
cepr.net/images/stories/reports/full-employment-mandate-2017-07.pdf

Daly H. and Smida M. (2014). Fiscal Theory of Price Level. International Journal of
Economics, Commerce and Management. Vol. II, Issue 11, Nov 2014, pp 1-22.

280



How we might recover from the economic and social crisis through European integration
deepening: Crisis Prevention Provisions, full employment Mandate and Beyond

De Grauwe P. and Ji Y. (2016). Flexibility versus Stability A difficult trade-off in the
Eurozone. CEPS 2016.

Dombrovskis V. and Moskovici P. (2017). REFLECTION PAPER ON THE
DEEPENING OF THE ECONOMIC AND MONETARY UNION. European
Commission COM(2017) 291 of 31 May 2017

Falagiarda M. and Sousa J. (2017). Forecasting euro area Inflation Using Targeted
Predictors: Is Money Coming Back?. ECB, Working Paper Series, No 2015
/ February 2017.

IMF (2016). Republic of Poland, Review under the Flexible Credit Line Arrangement,
IMF Country Report No. 16/12/

Lucas, R. E. Jr. (1995). Monetary Neutrality. Nobel Prize Lecture, December 7, 1995.
http://www.nobelprize.org/nobel_prizes/economic-sciences/laureates/1995/
lucas-lecture.pdf

Monetary Dialogue, December 2009 (2009). European Parliament, POLICY
DEPARTMENT A: ECONOMIC AND SCIENTIFIC POLICY, PE 428.982

Sibert A. Systemic Risk and ESRB, in European Parliament, POLICY DEPARTMENT
A: ECONOMIC AND SCIENTIFIC POLICY, PE 428.982, pp 81-86.

Schimmelfenning F. (2015). Liberal Intergovernmentalism and the Euro Area Crisis.
Journal of European Public Policy, Volume 22, 2015, Issue 2, pp 177-195.

Wiegand, J. (2017). The Re-Emerging Privilege of Euro Area Membership. IMF,
Working Papers. WPIEA2017162.

281






How we might recover from the economic and social
crisis through European integration deepening

Gazmend Qorraj”*

The main questions to be addressed in this contribution are:

* EU institutions — mechanisms

* Productivity issues — transformation of sectors

* Education and innovations

* Western Balkans — effects from their enlargement — increase of
convergence

If EU institutions ensures the long term progress and reforms or
just their functioning ensures stability and emergent solutions for EU
member states? Do EU member states have an active role on the process
in order to create a sustainable development?

1. Institutions

There is a crucial need to create an institutional sustainable
mechanism in order to manage fiscal policy at central level. The main
steps to be undertaken within this framework are:

a) The mechanism which could monitor the economic difficulties in
member states, especially the countries of the South,

b) The mechanism to monitor the weak policy coordination between
member states,

¢) The mechanism which prevent the imbalances,

d) The mechanism which enforces the effective implementation of
SGP rules within member states,

e) Enforcement of local institutions at EU member states level.

* Jean Monnet Chair.
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f) Common Policies in specific area (taxation, social, diplomatic,
military should involve all of the Member States in the same
way- which means that there should be negotiation over the
establishment of cooperation between various states to move
forward in certain areas.

In general, the EU should employ a common fiscal policy that
providesinsurance againstnegative and short-term economic fluctuations
and transparent regulation of national governments. Furthermore
the centralization of the monetary and fiscal policies enables a more
(mix-efficient policy) supporting the monetary and fiscal authorities to
coordinate their instruments.

If local resources (comparative advantages) ensures a sustainable
economic development in some of the EU countries. Transformation of
comparative advantages from traditional resources in to creative services.

2. Productivity

First, there is a need to increase of competitiveness in the EU member
states, especially to reduce large productivity gap in countries such as:
Greece, Italy, Portugal and Spain. The recent global financial crisis and
the present difficulties in the Euro zone have highlighted the need not
only for financial assistance but also for improvement of production
capabilities.

Second, the real sector of the economy should be supported
and transformed permanently from traditional sectors (primary and
secondary) in to creative sectors (services) in order to create high level
of productivity, decrease the level of costs and be able to increase the
export volumes globally.

Third, the SME development should create not only employment
but innovative products and services. The EU should create also more
flexible and attractive business environment compare to main business
competitors.

Fourth, the EU should reduce barriers such as low access to finance
for SME-s in order to improve the EU’s job and growth. In addition EU
should increase the investments in ICT by 2020.

Finally, the wage policies in many EU countries should be followed
by the increase of the convergence, respectively real sector in these
countries.
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If EU educational institutions can create a value added and
innovations?

3. Education and innovations

First, there is a need to increase financial support for the education
and research respectively invest in the knowledge society in order to
attract high level professionals reduce the negative effects of ageing and
increase capabilities of EU to compete with US and Japan.

Second, the EU should continue with further improvement and
support of Europe 2020 agenda in order to be much more pragmatic
flexible, and prepared for the new demands coming from the labor
market such as high qualifications profile of jobs.

Third, the EU should combine the University education with more
access to training respectively in lifelong learning programmes.

IfEU enlargement in Western Balkans can create a positive spillover
effects for European Union?

4. The challenges of Western Balkans

First, the EU should support Western Balkan countries in order to
overcome the political challenges respectively improve the inter-ethnic
and regional relations between Western Balkans countries.

Second, the EU should transform the ownership to Western Balkans
and support these countries to benefit economically and institutionally
from the European integration process otherwise the EU membership
without economic convergence, democratic institutions and effective
governance will hamper the functionality of these countries respectively
the European Union perspective.

Third, the Western Balkan countries should increase their
absorption capabilities, benefit from the regional and EU market as well
as contribute to the European Union by exporting peace, stability and
positive spillover effects.

Key words: convergence, institutions, sustainable, mechanism,
innovative
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EU Economic Studies
Giulio Querini®
Dear Professors,

My opinion is that the present exchange rate Euro-USD (1,37)
is one the main causes of the actual crisis of the European Union.

These exchange rate is too hard to sustain for the Mediterraneum
countries of the EU.

It would be necessary divide the Euro zone in two areas: the
strong area with a northern Euro (about 1,60) and the weak area with
the southern Euro (1,00).

In the short term, the exchange rate between the two currencies
will fluctuate. In the long run, the two currencies will return to the
same value.

Best regards.

" Sapienza — Universita di Roma.
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EU Political and Administrative Studies

Giuseppe Cataldi®

The euro crisis has exposed deep structural flaws in the functioning
of the common currency and put pressure on the cohesion of the
European Union as a whole. Stagnant growth, rising unemployment and
public dissatisfaction are threatening the European project. Moreover
the rise of anti-Euro parties in nations once Euro enthusiastic has shown
some structural weakness in the European Union project.

Nevertheless Europe, compared with the US and Japan, has the
lowest level of debt of all three economic regions. The crisis is a crisis
of refinancing affecting individual countries within the Eurozone, and is
primarily due to some institutional inadequacy, that the implementation
of Outright Monetary Transactions (OMT) by Central Bank has just
partially solved.

The crisis has not come about just because individual countries
have behaved badly, but is due in large measure to systemic problems.
These cannot be solved by greater efforts at the national level alone;
they require a systemic answer.

There are only two coherent strategies for dealing with the current
crisis: a return to national currencies across the EU, which would expose
each individual country to the unpredictable costs, or the institutional
underpinning of a collective fiscal, economic and social policy within
the Eurozone.

Only a significant consolidation of European integration can
sustain a common currency without the need for a never-ending series

" Professor of International Law. ad personam Jean Monnet Chair on “The Protection
of Human Rights in Europe”, Vice-President, University of Napoli “L’Orientale”. e-mail:
gcataldi@unior.it
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of bailouts, which in the long term would strain the solidarity of the
European Union. This means, however, that a transfer of sovereignty to
European institutions is unavoidable in order to impose effective fiscal
discipline and guarantee a stable financial system. At the same time we
need closer coordination of financial, economic and social policies in the
member countries, with the aim of correcting the structural imbalances
within the common currency area.

If we wish to avoid both a return to monetary nationalism and a
permanent euro crisis, then we need to begin the process of moving
towards political union.

Future projections backed by statistical data indicate that Europe is
headed for further change, destined to become a continent of shrinking
population numbers, declining economic importance and dwindling
political significance. The people of Europe must learn that they can
only preserve their welfare-state model of society and the diversity of
their nation-state cultures by joining forces and working together.

Napoli, February the 16th, 2014
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An institutional approach for stability and growth in
the euro zone and the European Union

Grigore Silasi”
Liliana Eva Donath™

Introduction

The Euro, as a medium of exchange and store of value encompasses
the health of the underlying economies inside and outside the Euro
zone, given the deep economic, financial and social interdependences
among these countries fostered by the European project. But, the
recent crisis took to surface a whole range of factors that undermines
the proper function of the Euro zone and of the European Union as
a whole. Undoubtedly, building prosperity and welfare based on the
single currency, as the founding documents proclaim, brings mutual
gains if the supportive economic structures are similar.

By joining the European Union and the Euro zone allowed less
developed countries to access funding, thus diminishing the feeling of
isolation and, in the mean time, raising the costs of leaving the Union. The
integration weaved a wide web of various interests and compensation
mechanisms, but the fast pace of enlargement based only on political
will and disregarding the economic gap endangers the existence of the
Euro zone and the European Union.

The European Union is a three tier entity: The economic area,
The Schengen area and the Euro zone. The European countries are
already divided by belonging either to all the tiers or only in one or two,

* Professor Grigore Silasi PhD. Professor Jean Monnet, Professor emeritus, West
University Timisoara, (RO) Centre of Excellence, European Centre of Migration and
Mobility, e-mail: grigoresilasi@yahoo.com

** Professor PhD, Faculty of Economics and Business Administration, West University
of Timisoara (RO), Department of Finance. Competences: Public finance, International
monetary systems, Behavioural finance. E-mail: lilidonath@yahoo.com
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meaning, at least, a double standard approach that deepens economic
and social inequality. The great challenge for the European Union
and the Euro zone is to create the institutional architecture that would
restore solidarity and cooperation in the region by providing the
necessary economic and financial tools to surpass the negative effects
of the crisis on the member states. Relying only on administrative
and punitive measure, as the newly envisaged institutional framework
requires, undermines trust in the future of the Euro and the viability of
the European Union.

The paper emphasises that the present Euro zone crisis appears
to be a vengeance of economics over politics requiring a serious
reconsideration of institutional and institutional governance approaches.
Therefore, it is advisable to prevent bottlenecks by boosting real
convergence and competitiveness as the main pillars of a healthy and
stable currency since relying only on the nominal convergence criteria
seems to be insufficient. In the absence of a sustainable long term
development of the real economy, nominal values alone do not support
economic progress and welfare. In addition, the real convergence may
negatively impact on the nominal criteria (when the basic requirements
are not met), raises awareness on the “Maastricht paradox”. Under these
circumstances, in order to support economic development and market
mechanisms, the institutional architecture of the Euro zone and of the
entire European Union should pursue the requirements of good public
governance, transparency and responsibility.

1. Good governance as a prerequisite for stability and growth

In a celebrated book, Amrtya Sen (Sen, 2000) shows the importance
of good governance and transparency, allowing it to operate on trust and
showing that disclosure and lucidity are fundamental for the democratic
process and instrumental freedom.

Largo sensu, the development of the European society is complete
when incorporates, alongside economic determinants, a large area of
rights, allowing the society to evolve in a harmonious manner: property
rights, political freedom, public decision transparency, social security,
a high quality of public institutions, etc. Under these circumstances,
institutions and governance play a crucial positive as well as negative
part, by offering the basic public services and the necessary support
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in protecting the fundamental rights. The conceptualization of the
quality of public finance as a multidimensional framework is necessary
in order to reflect the complex relations between governments and the
economic growth (Donath et al., 2009). A widely accepted definition of
governance is given by Kaufman, Kraay and Zoido Lobaton according
to whom governance means the tradition and institutions that determine
how authority is exercised in a particular country (Carlmichael &
Kaufmann, 2001). It could be argued that in public sector governance,
it is compulsory that all the participants should play their parts in an
adequate manner: the public decision makers to agree on the best
policies serving the public interest, ensure overall transparency and
promote moral values, public institutions to comply with the public
decisions and efficiently manage public money, citizens and tax payers
to obey and follow the provisions of rules and regulations. Under these
circumstances, European institutions may play an important part in
promoting accountability and credibility, further setting the foundation
for a sustainable development. On the contrary, if the rules underlying
proper governance are not obeyed, it can negatively impact upon the
economic and social evolution. Summarised, the principles of good
governance are: the need of a long term view over the public affairs
in order to ensure a sustainable revenues maximization; performance
appraisal and cost cutting; a proactive management and a rigorous
planning of activities; clear procedures and market orientation;
customers’ oriented and not bureaucracy oriented approach. It is obvious
that the paradigm change is extremely useful in the European context
that needs stabilisation and then growth.

The underlying feature of governance is transparency. When not
submitted to transparency and accountability, institutions may allow
for rent seeking and corrupt behaviour, impeding innovation, private
initiative and hindering the fulfilment of economic and social objectives.
These problems are common, on different scales, for all the countries,
irrespective their level of development. Transparency also implies the
right to be informed. It prevents asymmetric information (Begovic,
2005) and raises the response of the society to the government’s activity.
The main difficulties can be triggered by the language ambiguities that
are often misleading for the community, the voters, the academic or
business communities, etc. Transparency also requires the choice of
the best channels to pass the information to the public and hinder one-

293



Grigore Silasi and Liliana Eva Donath

sided interpretation and intentional distortions. Consequently, the most
important determinants of transparency are: honesty, credibility, the
possibility to disclose acts of corruption, the public consultations, the
simplification of the laws, regulations and procedures, standardization
of the communication language, etc.

Presently the Euro zone consists of a various range of countries
having specific economic, historical, cultural, behavioural and social
patterns: The Mediterranean, the Continental, the Scandinavian, Anglo
Saxon and Catching up group of countries. Since the single currency
reflects the strength and weaknesses of these economies, it means that
the European institutions should be designed in such a manner as to allow
the harmonisation of these economies without losing their individuality
that eventually brings added value to the region as a whole. Therefore
the governance of the area should safeguard the interest of the region
as a whole, on one hand, and pursue and preserve the characteristics of
each group of countries, on the other hand. The paper supports the idea
of a small number but effective European institutions that provide the
levers for a rational and equitable resource allocation through market
mechanisms enhancing welfare for the entire region and alleviating
inequality. The reduction of bureaucratic costs may channel funds
towards human capital development (education and health) as the main
source of productivity and welfare.

2. Back to the fundamentals. The importance of the budgetary
levers

Restoring stability and economic growth in the EU and the Euro
zone requires a profound reconsideration of the financial tools. For a
considerable time, the Maastricht criteria were considered as being
supportive for the economic development, in times of stability and
growth. Nevertheless, it should be noticed that the Maastricht criteria
were consistent with certain homogeneity of developed economies, from
institutional, procedural, living standards, historical precedence, culture
and behaviour. Once the Euro zone and the EU were enlarged, new
economies, with different economic, social and behavioural patterns
joined the EU, putting the new currency under pressure and requiring
a new institutional approach. Consequently, the Euro crisis that is a
response to the lack of harmonised economic and budgetary policies
requires a profound revision of its fundamentals.
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Under the present circumstances, the real convergence criteria
should be given more attention since they reflect the deep gap between the
European countries. Once the differentials of productivity, labour costs,
GDP/capita, the structure of the economies, unemployment rates, etc.
are acknowledged, future policies should envisage the synchronisation
of business cycles, the harmonisation of the economic structures, closing
the gap between the GDP/capita and an equitable welfare across the
Union. Unless an integrated vision on the development of the Union is
adopted, imbalances will persist, inequality will deepen, undermining
the existence of the Euro and the European Union. The rational of the
real convergence is the drastic limitation of asymmetric shocks; it also
allows the cushioning of external shocks and contagion in a sustainable
manner by encouraging economic and social structural similarities
between countries. The lack of competitiveness and of real convergence
drove a number of the Euro zone countries, mainly Mediterranean, to
suffocate and be on the verge of financial bankruptcy. But, the process
of convergence must be supported by the appropriate intervention tools
in order to alleviate and prevent market failure.

1 — The first step would be the enforcement of the European Fiscal
Compact, through the narrow 0.5% structural deficit, would
bring more discipline in spending public money, stabilise the
economies and keep deficits under control. The 3% of the GDP
for the budgetary deficit and the 60% of the GDP for the public
debt have been stated by the Maastricht Treaty, but the close to
balance or in surplus of the budget should be strictly pursued.

2 — The second step: once the economic and financial balance is
restored, a larger fiscal space should be designed, allowing
the national budgets to be used as levers in boosting economic
growth, encouraging productive, investment public expenditures
that incorporate GDP growth, productivity transfer expenditure
(education and health), thus increasing employment and
diminishing social assistance expenditure that burden public debt.
The authors think that such an approach would relax the burden of
immigration, each country being able to absorb its work force in a
productive manner and encourage entrepreneurship and creativity.
On the other hand, it should be acknowledged that the Euro zone
has no historical precedence, relying on a common monetary
policy without a fiscal union while successful monetary unions
are a mix of the two pillars (USA, Germany and Switzerland).
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3 — The third step: when the European economies will reach similar
levels of development and GDP, a centralised EU budget is
foreseeable, that will be able to become the main financial policy
tool, under a harmonised fiscal policy.

Presently, the EU budget is insufficient (1% of the GDP) and is not
used asastabilising mechanism; there are no fiscal transfersamong the EU
countries when asymmetric shocks occur and the fiscal mechanisms do
not allow countercyclical measures. Therefore, to support development
under the restrictions imposed by the monetary policy and inflation
targeting, the national budgets should be constructed on a multiannual
basis to provision the necessary funding of major, sustainable economic
and human capital investments. The budgetary multiplier used under
strict fiscal discipline is able to support the countercyclical approach,
allowing economies to reach surplus under positive output gap, and
deficit under negative output gap.

It can be argued that the European structural funding compensates
for the lack of domestic capital in Catching up countries. If implemented
effectively, with less bureaucracy, the outcome may support the economy
temporarily and on short term. But, once these funds are not available
or are granted in a discretionary manner, the domestic capital becomes
insufficient for a sustainable development and countries become net
contributors without benefiting of the necessary funding. Catching up
countries need fiscal stimuli and automatic stabilisers to face economic
and social challanges in times of distress. Therefore, though they are
not members of the Euro zone, their economies should be stimulated to
grow at such a pace as to narrow the gap of real convergence indicators
and allow the to join the Euro zone as strong stable economies bringing
added value to the welfare of the Euponean Union. Otherwise, the peril
of a two speed European Union would endanger its mare existence,
and the costs would be much higher than to harmonise its consisting
economies.

3. The Banking Union

The architecture of the Banking Union is meant to ensure the
supervision of the Euro zone banking system by the European Central
bank, the other banking systems joining it on a voluntary basis. It would
allow the monetary authority to intervene when banks do not follow
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risk alleviating rules, preventing contagion and risk spreading. The
Banking Union breaks the vicious circle which supports the bail out of
endangered banks using taxpayers’ money. Under these circumstances,
the issue of the functional effectiveness (magic quadrilateral — a unified
mechanism for crisis solution, single plan for deposit guarantee, a set
of uniform rules, supranational monitoring rules) vs. necessity (the
triangle of incompatibility — financial stability, financial integration,
national monitoring) is raised.

Financial stability

Financial integration National monitoring

Figure no 1 Triangle of incompatibility

Unified mechanism Single plan for
for crisis solution deposit guarantee

> EBA<
A set of uniform rules Supranational
monitoring authority

Figure no 2 The magic quadrilateral

Since the crisis has highlighted the ineffectiveness of diverging
national rules, a need for a common framework issued by the European
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Banking Authority, was identified to restore confidence in bank
supervision. The single rule book encompasses the reduction of arbitrage
between national regulations, strengthens the principle of competition
neutrality/ same business, same risks, same rules, increases transparency,
and a strong regulatory framework for the single market. On the other
hand, it induces less flexibility and the monitoring of a great number of
banks within and outside the Euro zone is a huge endeavour, leading to
a possible fragmentation of the single market into participating and non
participating countries, also inducing uncertainty about the role of non-
Euro zone countries in the surveillance mechanism.

Concluding remarks

The characteristics of a viable successful monetary union are: an
independent central bank targeting price stability, the free movement
of financial funds, a harmonised fiscal system, allowing a manoeuvre
margin for each country as well as fiscal discipline that promotes the no
bail out rule, the implementation of strong mechanisms, and effective
fund transfers to flatten economic cycles and prevent asymmetric shocks.

Presently, the Euro zone and the European Union as a conglomerate
of different states, with their specificities, are at crossroads, requiring
a long term vision. Its institutions entail huge costs, long negotiation
process and too little action while the economic structure is imbalanced
and does not foster entrepreneurship and savings. Therefore, in order to
reach the desired outcome, a bottom up approach is advisable, allowing
the social capital formation within the Union proclaiming its own
mutual values and institutions. Once the economies and behaviours
are harmonised by narrowing the real convergence indicators, market
mechanisms allow a rational and effective redistribution of resources,
and a centralised institutional architecture can be envisaged. Therefore,
the existing institutions should be reorganised by pursuing the keep
it simple rule when describing procedures, becoming cost effective,
avoid over centralisation and waste of resources on too many agencies
and allowing the member states to choose the intervention levers
within a sustainable margin. In our opinion all countries should grant
an increased volume of resources for lifelong learning and education,
thus reducing unemployment and social assistance. It means adopting
proactive policies for research and development in a knowledge based
society. Otherwise, as recent developments show, insufficiently prepared
countries, or those adopting the Euro in an inadequate time frame are at

298



An institutional approach for stability and growth in the euro zone and the European Union

risk of being adversely affected. Safeguarding the achievements of the
Euro zone and the European Union does not rely solely in its institutions
but in their legitimacy (i.e. economic and social security) effectiveness
(low bureaucratic costs and greater outcome) that lead to their necessity.
Institutions are important as long as they serve the purpose of economic
development and welfare of all European member states.
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Communicating EU beyond its internal/external
borders as tool of the European integration deepening

Toan Horga"

Atthe invitation of President Barroso for the Jean Monnet professors
to provide their opinions on "How we might recover from the economic
and social crisis through European integration deepening", extended
at the opening of last years' Jean Monnet conference, we respond by
presenting the proposals made by the participants in the JM Multilateral
Research Group project, entitled Initiative and Constraint in the
Mapping of Evolving European Borders'.

The proposals included in the respective volume offer solutions
to one of the key questions of the debate on the recovery from the
economic and social crises through a deeper integration, specifically the
following: “What is the best institutional framework for the Eurozone, in
order for it to function in the most effective, transparent and democratic
manner?”

Our suggestions fall within the logic of the affirmations made
by European political leaders, such as Manuel Barroso who referred
to Europe as a global actor open to trade, to ideas, migration and
investment, as well as by high-level representatives of the academia,
who speak not only about opportunities, but also about risks.

The recommendations aim at the way in which Europe has to
communicate itself within and outside its frontiers, in order to build the

* Jean Monnet Professor, University of Oradea.

! The proposals can be found in full in the volume Communicating the EU Policies
beyond the borders. Proposals for Constructive Neighbour Relations and the New EU
External Communication Strategy (eds. loan Horga & Ariane Landuyt), Oradea University
Publishing House, 2013, p. 321.
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best institutional framework for becoming more efficient, transparent,
and democratic.

1. In regards to how the EU can benefit from the opportunities

brought by migration of values and avoid sheltering within its border
unnecessary poor labour force, we consider the following:
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a. Not having a clear definition of what the European identity

represents might hinder the creation of a true solidarity between
Member States and between EU citizens. In the future, the
Member States and the European institutions should proceed in
defining what being European means and which are the European
borders.

. Until all Member States are willing and capable of implementing

certain policies, they should not be encompassed in the acquis
communautaire, as the result might be the generation of tensions
between members that are within a certain circle and those that
are outside it. The cases of Schengen and the Eurozone serve
as example of elements of the Communitarian acquis that can
generate a feeling of exclusion among EU Member States. This
also hinders the built-up of confidence and solidarity and the
creation of a European identity.

. If the EU cannot provide certain rights and benefits for all its

citizens, then it should refrain from adopting policies that in the
end could obstruct cohesion, and leave their implementation
to the states under the framework of enhanced cooperation. As
the cohesion policy argues, the citizens of the EU should not be
discriminated by the fact that they were born on a certain territory.

. Building a political identity to serve the purpose of “an even

closer union” is important, but it must be a project that touches all
the categories of citizens and provide specific measures for those
who are isolated, because of limited travel or language skills.

. Some consequences related to the Schengen Agreement such as

illegal migration should be dealt with in close cooperation with
the EU neighbours. Therefore, the EU should include as part of
the Schengen Agreement a provision that obliges countries at
the Schengen border adhering to the partnership to have good
and effective cross-border cooperation with their neighbours,
particularly on preventing illegal immigration.
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f) The EU should move away from the geopolitical-territorial
perception that tends to emphasize regional interests and an
inside-outside dichotomy, to focus on flexible integration based
on common projects/interests. The creation of euro-spheres as
common spaces of security built in partnerships could serve this
purpose very well.

2. The growing phenomena of Euro-scepticism and indifference
towards the EU are obvious to everyone. Many political studies and
documents reveal the role of the media in disseminating misconceptions
concerning the EU affairs and, furthermore, the EU’s borders. We
believe, that for a stronger communication, the EU should take the
following actions:

a) The EU’s communication should be enhanced and shaped in a
citizen-centred fashion in order to achieve more public awareness;

b) The EU’s communication service should strengthen its potential
in offering easily accessible, first-hand information to citizens of
Member States interested in EU’s affairs, for public support;

¢) The European Union should invest in creating a functional and
integrated European Public Sphere, which so far has not achieved
a satisfactory level;

d) Besides the national and sub-national levels at which the opinions
are being shaped, the European Union should also act as a
strong, independent opinion-builder through its own media and
communication policy developed in accordance with the need for
knowledge of the average European citizen (without claiming for
a more appealing, conflicting framing of news communication,
the information process should not be driven by an elite-oriented
perspective);

e) Pan-European media (even at its incipient state) should co-opt
national and regional media in forging together a European
identity, as its ambiguity is detrimental to the EU integration
process;

f) Regarding borders in particular, the European Union should
follow a straightforward discourse upon the newly gained
functionalities of inner and external borders, strongly delimited
from any other EU policy, in order to clearly inform about the
mechanisms put in motion. The transposition of the concept in
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the media should follow closely the EU’s direction, rather than
an unconditional embrace of national perceptions; this would be
definitely underpinned by the creation of a sustainable European
Public Sphere capable of setting an agenda strongly anchored in
supranational needs and not in national urges.

3. Which are the most effective ways of communication between

the Commission and the Member States and their neighbours?
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a) Disseminate basic information on the European Union, its policies
and institutions, adapting the information, in both language and
content, to diverse audiences (young people, adults, people with
different levels of education etc.);

b) Continue with a decentralized approach, involving all players;

c¢) Continue to take into account both Eurobarometer data on citizens’
level of knowledge about the EU and enlargement in particular,
and constantly monitor its own communication activities;

d) Improve networking between information and documentation
centres and increase their diffusion and involvement with the
community;

e) Boost the use of new technologies, particularly the internet,
which can be used to reach a wider and more heterogeneous
target audience and that can guarantee easy and direct access to
information;

f) Support activities and initiatives undertaken by young people that
disseminate information and facilitate communication, such as
blogging;

g) Pay attention to the quality of information when providing
content of highly symbolic value (i.e. recalling the importance of
abolishing physical and conceptual barriers) and communicate in
a clear and simple way;

h) Provide objective information that is non-judgemental so that it
cannot be perceived as propaganda;

1) Increase the number of communication projects targeting certain
groups of citizens, such as people living at borders or students
of all types and levels (i.e. communication campaigns in the
countries bordering the EU).
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4. The EU has numerous global foreign missions and interests, but
it is very difficult to speak about a unified policy at external level as a
traditional global power does. What should be done in this regard?:

a) Correlate national preferences regarding external players with
the EU’s common interests, as the discontinuity on foreign policy
reflected in divergent messages in the communication process
affects the image of the entire organization.

b) The EU should put more emphasis on its communication
capabilities with external partners, because in terms of soft power
it is one of the international leading players. Developing its soft
power capabilities, will ensure greater visibility and a better
position at the negotiations table. The EU has limited hard power
capabilities; however, it does not necessarily have to have them
in order to be a great power. In addition, an increased level of
attractiveness will also be beneficial for the European economy,
as investors will be more convinced to come and develop business
in one or several Member States.

c) The Member States’ national preferences are diverse and they
cover almost the entire globe. Nevertheless, what can be seen as
vulnerability can become an asset. A coherent communication of
the foreign policy preferences of the Member States can be an
opportunity for the EU to be a global player in terms of interests,
but also in terms of capabilities.

5. Despite the EU’s efforts to develop a strong socio-economic
space, socio-economic disparities increasingly appear. Therefore, the
EU must conceive new possibilities of communication to strengthen
citizens' trust in the European model:

1. To develop a new model for the development of the European
Union, based on harnessing the potential of the Europe 2020
strategy and applying it directly at a regional level, depending on
the potential of the area affected by the elimination of borders.

2. The numerous strategies on socio-economic and territorial
cohesion stress the fact that border regions and cross-border
regions are among the most challenged and vulnerable in the
European Union. If we look at cross-border regions within the
European Union, we will infer that they used to be neighbouring
regions before enlargements, at the same time benefitting from a
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special relation determined by proximity and facing challenges
cause by being on the periphery. Once borders were removed,
so did their proximity driven special relation, being left only
with the challenges. This special relation can be revived by
applying the logic of the neighbourhood policy to border regions.
Their socio-economic backwardness can be reduced if they
could be differentiated like the countries part of the European
Neighbourhood Policy, according to their territorial particularities.

. Therole ofthe border should be reconsidered from aneighbourhood

perspective by the European Union. Considering the EU’s need
and priority for building a strong relation with its neighbouring
countries and for creating a “ring of friends”, border regions,
especially those at the Eastern border of the European Union,
could take advantage of the proximity relationship potential
and develop stronger partnerships with their neighbours. They
can be the key to the EU’s need for constructive relations with
neighbouring countries. Hence, constructive neighbourhood
relations can be built at the border, if the border regions are
directly implicated in the policy-building process.



How we Might Recover from the Economic and Social
Crisis Through European Integration Deepening

Toannis N. Grigoriadis®

IDEAS

1. Prioritize fiscal union in order to heal an imbalance that ever
since the introduction of the Euro has created all sorts of imbalances
and moral hazard situations for