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No Time Left to Lose

“What is wrong with Europe is as clear as daylight: if one wants a
common currency, there has to be banking union, which means equip-
ping ourselves with European mechanisms for banking supervision,
bank deposit guarantees and crisis management. And that requires, in
turn, a minimum common tax, and common fiscal policies which do
not undercut each other. This too, in turn, requires closer coordination
of economic policies and a more vigilant oversight of imbalances
which might be building up, for both lender and debtor nations. For
reasons which are obvious, all of these tasks can only be carried out by
institutions which have won democratic legitimacy before Europe’s cit-
izens, not just at the moment of their election, but in each and every de-
cision taken, and under close control.”

So writes Jose Ignacio Torreblanca, one of many commentators on
the eurozone crisis to have highlighted the inescapable need for Europe
to complete its monetary union with political union ( April 5, 2013).
What Torreblanca expresses is a simple truth which the leaders of the
national governments and European institutions, the national and Eu-
ropean parliamentarians, the political parties and the lobby groups, as
well as public opinion, now have no choice but to heed.

Until they do, most of the European countries, especially those that
are currently struggling the most, are destined to go on seeing their un-
employment levels rising and their capacity to produce goods and ser-
vices falling; this will exacerbate the existing social tensions and en-
courage widespread populism; the risk of a worsening of the sovereign
debt crisis will continue to be a threat hanging over the future of the eu-
rozone. It also represents a threat to the stability of countries outside the
eurozone, like the UK, which, for this very reason, want to be closely
involved in the reorganisation of the European framework. The British
Prime Minister, David Cameron, has repeatedly reminded the eurozone
countries that Treaty changes are needed in order to reinforce the euro.



It is in this context that the UK is insisting on the need to rethink rela-
tions between the different categories of EU countries, which may be
defined, according to their situation with regard to economic and mon-
etary union, as the “ins”, the “pre-ins” and the “outs”. Cameron’s
“plan” is to renegotiate the Treaties in order to get certain competences
transferred back to national level and obtain reductions in the financial
contributions of the member states, yet without this undermining the
advantages of single market membership. He also plans to put the re-
sults of these negotiations to referendum.

At the start of 2013, the President of the European Council, Herman
van Rompuy, tried to avert the risk of a British national referendum on
Europe, arguing that this would make sense only in the wake of Treaty
change; what, otherwise, would a British referendum actually be on?
But the truth is that there already have been modifications. And in the
meantime Germany, too, through finance minister Schiuble, has re-
quested that certain aspects of the banking union supervision and con-
trol mechanisms be included in a possible future revision of the
Treaties.

How, for their part, do the eurozone governments, MPs and MEPs
intend to respond to the challenge thrown up by these developments?
Will they have the ability, and the will, to carry through to completion
the political plan that was (and still is) the basis for the creation of the
single currency? Until just a few weeks ago, the German chancellor
Merkel was the only eurozone government leader prepared to openly
raise the issue of the need to resolve the problem of political union in
order to complete the process of monetary unification, albeit without
providing precise indications on how to go about achieving this, and
without finding anyone willing to put her words to the test. Recently,
however, there have emerged leaders who do seem ready to take up this
challenge. The first was the Italian prime minister, Enrico Letta, who is
currently grappling with a national crisis whose ultimate outcome is,
without doubt, inextricably linked to the outcome of the European one.
Indeed, Letta, addressing the Italian parliament and also in talks with
Angela Merkel, French president Francois Hollande, and the leaders of
the European institutions, underlined the need to see the economic and
monetary union evolving in a federal direction. Subsequently, French
president Hollande, speaking at a press conference on 16 May at the
Elysée Palace, stated, for the first time, that “L’idée européenne exige
le mouvement. Si I’Europe n’avance pas, elle tombe ou plutét elle s’ef-
face; elle s’efface de la carte du monde, elle s’efface méme de I’imagi-



naire des peuples. Il est donc plus que temps de porter cette nouvelle
ambition. L’Allemagne, plusieurs fois, a dit qu’elle était préte a une
Union politique, a une nouvelle étape d’intégration. La France est éga-
lement disposée a donner un contenu a cette Union politique. Deux ans
pour y parvenir. Deux ans, quels que soient les gouvernements qui se-
ront en place. Ce n’est plus une affaire de sensibilité politique, c’est
une affaire d’urgence européenne.”

In short, the governments of the two key countries of the European
Union, together with that of Italy, which has always played a decisive
role in paving the way for the crucial steps in the integration process,
seem at last to be converging on a key point, underlined as long ago as
December 1991 by former German chancellor Helmut Kohl, who, ad-
dressing the Bundestag in the wake of the Maastricht summit, under-
lined that political union is the indispensable bedfellow of economic
and monetary union. As he pointed out, recent history has shown just
how misleading it is to imagine that economic and monetary union can
survive indefinitely without political union. The politicians of all the
European countries, in the wake of the launch of the single currency,
made the serious mistake of not allowing this fact to be realised; as a
result, we are today confronted with a situation so grave that it threat-
ens to bring down an entire continental-scale system of values, institu-
tions, and social and production models. France, Italy and Germany
truly have no time left to lose. The time has come to agree on concrete
steps towards political unification of the eurozone, to give this agree-
ment the tangible form of a pre-constitutional pact open to any euro-
zone country wishing to participate, and to do so now, before the pro-
ject definitively loses credibility. This is a point that the French presi-
dent Hollande, to his credit, has clearly specified, remarking: “ce n’est
plus une affaire de sensibilité politique, c’est une affaire d’urgence eu-
ropéenne.” All this amounts to an enormous responsibility and it is one
that the governments, parliaments and politicians in these three coun-
tries must, together, prove capable of shouldering, with the support —
it is to be hoped — of the Community institutions.

sksksk

The crisis has exposed institutional, economic and financial prob-
lems that have long been brewing in Europe. The inadequacy of the Eu-
ropean framework has been apparent ever since the first, hesitant re-
sponses to the Greek crisis in 2010, which were due to the fact that the



French and German governments, urged by the USA to act quickly in
order to prevent disaster on the financial markets, lacked the instru-
ments needed to intervene: the Lisbon Treaty does not envisage the
possibility of having to save the euro, while the eurozone, with the ex-
ception of the ECB, has neither instruments allowing rapid interven-
tion, nor mechanisms for correcting the economic and financial imbal-
ances that can arise between the various countries. A second sign of Eu-
rope’s inadequacy came just a year later, in 2011, when the economic
and financial instability of Spain and Italy emerged as a further threat
to the euro. This was the point at which the governments and national
parliaments found themselves with no choice but to start bending the
existing Treaties to their own requirements, and even stepping outside
the Treaty framework. All of a sudden, the widely-held belief (devel-
oped in the wake of the lengthy and laborious process of adopting the
Lisbon Treaty) that no further institutional reform would be necessary
for a great many years was swept aside. The next two years saw sever-
al major developments: article 136 TFEU was modified in order to es-
tablish the legitimacy of the European Stability Mechanism (this mod-
ification was ratified unanimously by all 27 EU member states includ-
ing the UK and the Czech Republic); 25 states entered into the fiscal
compact (an international treaty in which the UK and Czech Republic
declined to participate); and the European Stability Mechanism entered
into force for the 17 eurozone member states. Throughout all this, the
UK, having excluded itself from the eurozone consolidation process
(which it could not in any case impede, given that saving the euro was
also in its own interests), took advantage of its freedom to introduce an-
other question into the arena of political debate: that of refounding the
European Union.

Regardless of the will of the governments and of the national and
European institutions, all this has had the effect of reintroducing the
concept of differentiation into the European unification process; in oth-
er words, the political logic implicit in the creation of a currency shared
by only a vanguard group of states, which, as the experience of the past
20 years has shown, cannot work within an EU-wide institutional
framework.

At the end of 2012, this logic had assumed such force that even the
keepers of the current European order (i.e. the presidents of the Euro-
pean Commission, the European Council, the Eurogroup and the ECB)
were prompted to propose a roadmap for creating four unions (banking,
fiscal, economic and political), plus a separate, additional budget for



the eurozone. Basically, this roadmap, which sets out the stages to be
accomplished in order to transform the economic and monetary union
into a federal union, albeit by a deadline (2018) that is still too long,
provides a framework within which to act in order to speed up the
process of creating a federal Europe.

However, when the grip of financial speculation loosened, this
roadmap was soon reduced to the implementation, in the short term,
only of the banking union. The blame for this does not lie only with the
governments. Indeed, this watering down of the plan can also be at-
tributed to the reticence and reluctance, on the part of national MPs,
MEPs, and the various political families, to abandon the current Euro-
pean and national frameworks, as well as to a general lack of confi-
dence in the ability of politics, both at national and European level, to
solve problems.

Our countries are caught in a vicious cycle which sees them com-
pelled to apply austerity measures in the economic and social fields,
and crushed by the absence of growth prospects and by the deepening
political crisis. To break this cycle it is necessary to highlight, rather
than underplay (or even deny), the close relationship that exists be-
tween the need to realise the European political union project and the
need to create, without delay, the instrument that is crucial to the pro-
motion of a European monetary-economic policy, namely a separate
budget for the eurozone funded with its own resources (starting with a
tax on financial transactions and a carbon tax) — a budget that must be
democratically controlled and governed, within a bicameral federal
framework, by the representatives of the citizens of the countries that
have adopted, or intend to adopt, the single currency. This is the terrain
on which, within a very short space of time, the future of the euro and
of Europe will be decided.

ok sk

The momentous challenge now facing the Europeans is quite clear
to the rest of the world, and is summed up well in several passages of
a memorandum sent to President Obama by a group of experts from
The Brookings Institution. The section dealing with the euro, signifi-
cantly entitled Eurozoned Out, appears in the part devoted to the Black
Swans, i.e. “events so dramatically negative that [the President] will
need to take steps in advance to avoid them” (Big Bets — Black Swans,
Recommendations for President Obama’s Second Term, Brookings,
January 2013): “The question of whether EU leaders want the Euro to



remain intact has been settled. But, they now face two crucial chal-
lenges. First is the danger that political and economic accidents related
to the current crisis will threaten the survival of the Euro. It will take
some time to build a new Eurozone. During this period, much of the
European Union will be in recession or experience stagnation. Member
states will disagree strongly about the future course of action. Elections
are likely to be fought on these issues and they could bring to power
radical parties with rejectionist policies. The result may be a political
crisis that leads to an inadvertent fracturing of the Eurozone followed
by contagion and a disorderly collapse.”

The risks described above are very real ones. The uncertain situa-
tion in Italy together with the widening of the economic gap between
France and Germany are threatening to bring down the economic and
monetary union, derail the European political project, and plunge the
weakest countries into chaos. Quite simply, a confederal framework is
incompatible with the survival of an economic and monetary union.
The eurozone, at supranational level, completely lacks mechanisms of
redistribution and balancing and the fiscal and social instruments that
are needed in order to compensate for the asymmetries that, instead of
diminishing, have increased since the introduction of the euro — asym-
metries that are turning into dangerous divergences. In the past few
years, the added value produced by the German manufacturing indus-
try, considered as a proportion of the German GDP, has doubled com-
pared with that recorded in France; furthermore, Germany has record-
ed a trade balance surplus greater than that of all the other eurozone
countries put together (in 2012 it was slightly higher than China’s,
while France actually recorded a negative balance of trade). At the
same time, Italy, a key European country in terms of the size of its pop-
ulation and its economic influence, has, on account of its vast public
debt and volatile political situation, become a loose cannon for the rest
of Europe.

It falls to politics to point the expectations of the different sections
of public opinion in a positive direction, embarking on a new phase in
the process of building Europe, geared at resolving the eurozone crisis
by creating a new institutional framework and promoting the transfer,
to European level, of national sovereignty in the fiscal, banking, eco-
nomic and political spheres. For this to happen there has to emerge
without delay, in France and Germany, the concrete will to reduce the
imbalances that have been created between these two countries as a re-
sult of national industrial, economic and fiscal policies that are in-



creasingly incompatible with the objective of achieving their integra-
tion; this must be accompanied by the will to relaunch, together, the
roadmap of the four unions needed to create the federal union. For its
part, Italy, to facilitate the development of the process and play a posi-
tive role in reviving the political dimension of European integration,
must provide concrete proof of its desire and capacity to remain in Eu-
rope, implementing, urgently, the reforms that everyone now knows to
be indispensable in order to prevent its whole system — institutional,
economic, financial and judicial — from collapsing under the weight
of its social and political disorder and of the cost of its national debt. It
is only in the setting of a renewed convergence of purpose and policies
between the main players in the process of European unification that it
will be possible to implement what is the last remaining option for cre-
ating the federal union: that of creating a new, pre-constitutional pact
between the eurozone countries in which they will undertake to move
from a provisional, intergovernmental government to a democratic,
federal government responsible for currency, taxation and the economy
in the eurozone; and at the same time, convening, in the near future, a
European constituent assembly with a mandate to draw up the consti-
tution of the federal union and lay down rules to regulate the transition
from the old to the new European institutions and the relations between
the eurozone and the rest of the EU.

Because doing nothing, or allowing these issues to be postponed,
amounts to leaving the way clear for those wanting to see Europe’s dis-
integration,

This is why anyone who genuinely cares about the future of their
own country and of Europe must undertake to make politicians, the in-
stitutions and public opinion appreciate the urgency and historic im-
portance of creating a European federation now, within the framework
and using the instruments demanded by the present historical and po-
litical moment. There is no time left to lose.

The Federalist



Seventy Years of the
European Federalist Movement
(1943-2013)

SERGIO PISTONE

The 70" anniversary of the European Federalist Movement (MFE)
comes at a time when the survival of European integration is in real
danger — a situation that risks undoing the great achievements that the
process of European unification has brought in terms of the pacifica-
tion of our continent and the evolution of the economic-social and po-
litical-civil spheres. It is now desperately urgent to start a constituent
process that will culminate in the creation of a European federation em-
bracing all the countries willing to make this choice, countries that can
only come from among those belonging to the eurozone or seriously in-
tending to join it. Failure to take this step — and the European elections
of May 2014 are the last opportunity — will inevitably result in a
process of disintegration that is already clearly foreshadowed by the
depth of the euro crisis and the rise of nationalistic tendencies.

European unification is in the grip of an existential crisis and the
MEE is at the forefront of the struggle to turn this crisis into the spring-
board to make the definitive federal leap forwards that will result in a
consolidated united Europe capable of meeting the fundamental needs
of the European citizens. These include European economic develop-
ment that is environmentally and socially sustainable and territorially
balanced; true democratic representation of the European citizens in
European institutions and policies; and a real capacity to act on the in-
ternational stage, allowing Europe to contribute to the building of a
world that is more peaceful, more just, and more respectful of the glob-
al ecological balance.

Against this background, we feel it is worth outlining, for the ben-
efit of anyone involved in, or wanting to join, the federalist struggle
(especially the young), what the MFE is, what is has done, and what it
is still doing in pursuit of the objective of European federation.
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The Birth and Organisational Evolution of the MFE

The origins of the MFE can be traced back to the Ventotene Mani-
festo, written in August 1941 by Altiero Spinelli and Ernesto Rossi dur-
ing their captivity on the Italian island of Ventotene, together with
around a thousand other antifascists. The text of the Manifesto was al-
so the result of an extensive, months-long debate with Eugenio Colorni
and his wife Ursula Hirschman, which also saw the participation of a
group of other captives who went on to sign up to the Manifesto, name-
ly Dino Roberto, Enrico Giussani, Giorgio Braccialarghe, Arturo
Buleghin and a Slovenian student called Lakar. The ideas enshrined in
the Manifesto, and their dissemination in Resistance circles, partly
through the underground journal L’Unita Europea, led to the formal
foundation of the MFE during a clandestine meeting in Milan, held at
the home of Mario Alberto Rollier on 27-28 August 1943. This meet-
ing was attended by 31 people: Arialdo Banfi, Giangio Banfi, Ludovi-
co Belgioioso, Giorgio Braccialarghe, Arturo Buleghin, Lisli Carini
Basso, Vindice Cavallera, Eugenio Colorni, Ugo Cristofoletti, Alberto
Damiani, Vittorio Foa, Giovanni Gallo Granchielli, don Ernesto Gilar-
di, Leone Ginzburg, Enrico Giussani, Ursula Hirschman, Willy Jervis,
Elena Moncalvi Banfi, Guido Morpurgo Tagliabue, Alberto Mortara,
Bruno Quarti, Dino Roberto, Mario Alberto Rollier, Ada Rossi, Ernesto
Rossi, Manlio Rossi Doria, Altiero Spinelli, Fiorella Spinelli, Gigliola
Spinelli, Franco Venturi, Luisa Villani Usellini. Guglielmo Usellini and
Cerilo Spinelli were unable to take part because they had been arrested
a few weeks earlier while distributing a federalist leaflet calling on the
citizens to prepare for war with the Nazis.

Thereafter, the MFE became involved in the armed resistance
against fascism and Nazism — which cost Ginzburg, Colorni and
Jervis their lives — and also liaised with other Resistance movements
across Europe. These exchanges led to the drafting, in Geneva in July
1944, of a Federalist declaration of European resistance fighters that
incorporated the key ideas of the Ventotene Manifesto. This document,
together with a federalist congress that Spinelli, having left occupied
Italy for France (already liberated), organised in Paris in March 1945,
were among the premises for the birth, in December 1946, of a supra-
national organisation of European federalists, i.e. the Union of Euro-
pean Federalists (UEF). Ever since its foundation (if we exclude the pe-
riod 1959-1972, during which there existed two European federalist or-
ganisations: the supranational MFE and the Azione europea federal-



ista) the UEF has been the supranational political-organisational frame-
work for the action of the MFE.

As well as being involved in the formation and activities of the
UEF, the MFE also took part, within the UEF, in the organisation of
the Congress of The Hague (7-10 May 1948) that led to the formal
creation of the European Movement (EM), the body serving to coor-
dinate and liaise between Europe’s different pro-unity movements and
European-minded parties, trade unions and cultural associations. The
Ttalian branch of this movement, named the Italian Council of the Eu-
ropean Movement (CIME), was created in December 1948 on the ini-
tiative of the MFE, which, in the same year, had also promoted the
formation of federalist intergroups within the two chambers of the
Italian parliament. The first intergroup presidents were Enzo Giac-
chero (subsequently a member of the High Authority of the ECSC and
president of the UEF) in the Chamber of Deputies and Ferruccio Par-
ri in the Senate. Ever since, the federalist intergroups have been a sub-
stantially stable presence in the Italian parliament. Several years lat-
er, in 1956, the MFE, being profoundly critical of the national gov-
ernments’ Europeanist policy, which, at that time, revolved entirely
around the drafting and implementation of the Treaties of Rome, de-
clined to take part in the refounding of the CIME. However, exactly a
decade on (1966), the MFE joined the new CIME and has been one
of its main pillars ever since. In 1995 the MFE also became an ordi-
nary member of the World Federalist Movement (which had been
founded in 1948), thereby paving the way for the UEF to join this or-
ganisation in 2004.

The MFE (including its youth section) recorded its peak member-
ship (50,000 members and 1,000 sections) in 1954, a time when the
campaigns for a European Defence Community (EDC) and European
Political Community (EPC) were creating the impression that the ob-
jective of European federation was within reach. In the 1960s, the num-
ber of MFE members plunged to around 2,000, before rising to 10,000
in the 1980s, the period when the direct election of the European Par-
liament made the European integration project, once again, a more
high-profile topic. Although the MFE currently has only 3,500 regis-
tered members, it actually has as many militants as it did when its
membership was at its peak levels. It should be pointed out that the rel-
atively low number of registered members is linked to the fact that in-
volvement in the federalist struggle, because of the nature of the ob-
jectives pursued, is a complex and long-term commitment; this is in-
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deed why the MFE is essentially a movement of militants, whose mem-
bers include a relatively small proportion of general supporters.

It must also be underlined that the MFE, thanks to the political and
theoretical expertise of its leaders, its number of active militants, and
its remarkable capacity to organise campaigns geared at mobilising
public opinion, has constantly been a more prominent presence at Eu-
ropean level than all the other organisations that champion European
federal unity. Analysis of the action carried out by the various Euro-
peanist movements, from the Resistance on, seems to provide confir-
mation of Giuseppe Mazzini’s view that Italy leads the way in terms of
real commitment to European unification.

The Guiding Principles of the MFE’s Action

For a proper understanding of the action carried out by the MFE
and of the role it has played in the unfolding of the European integra-
tion process, it is necessary to have a clear appreciation of the basic
principles that, upstream of its concrete actions, which are linked to
changing political scenarios, have always been the MFE’s source of
guidance. These principles first emerged, in their essence, during the
Second World War (in the Ventotene Manifesto, in the documents ap-
proved at the time of the founding of the MFE, and in other texts) and
were progressively defined and clarified over the years that followed.
Spinelli must certainly be considered a key point of reference in this
regard, although the contribution of Albertini was equally important.
The MFE has been actively and uninterruptedly engaged in this field
for seventy years without, unlike other political forces, ever changing
its name; this is explained by the fact that its theoretical and strategic
line (despite of course evolving) has remained substantially un-
changed, and also by the fact that its fundamental objective has not yet
been reached (indeed, this is still Europe’s most important political
problem).

That said, the guiding principles of the MFE’s action can be sum-
marised schematically in two ideas: first, that the struggle for European
federation has priority over the struggles for internal reforms of the na-
tion-states, and second that the democratic national governments are
both instruments for and obstacles to the creation of the European fed-
eration.

The first of these affirmations is based on the federalists’ recog-
nition of the need to overcome internationalism, in other words the
tendency, shared by the main universalistic ideologies of the Enlight-



enment (liberalism, democracy and socialism, i.e. the ideological
foundations of Western and Western-style democracies), to consider
the elimination of violence at international level and, therefore, inter-
national collaboration and ultimately the peaceful integration of na-
tions, as almost automatic consequences of the nation-states’ full em-
bracement, internally, of the concepts of freedom, democracy and so-
cial justice. The MFE, on the other hand, completing a line of thought
begun by the fathers of the American Constitution (in particular
Alexander Hamilton) and by Immanuel Kant, and developed in the
twentieth century mainly by the English federalist school (in particu-
lar Lord Lothian, Lionel Robbins and Barbara Wootton) and by Luigi
Einaudi in Italy, holds that lasting peaceful cooperation between na-
tions can be achieved only by overcoming, through federalism, the in-
ternational anarchy that stems from the absolute sovereignty of the
states. It further explains that absolute state sovereignty is, in general,
the structural cause of wars and acts of imperialism, phenomena that
have always been a part of the history of the European system of
states and that were exacerbated in the first half the twentieth century
by the historical crisis of the nation-states, that is to say by the struc-
tural impossibility (with each country retaining its absolute sover-
eignty) of governing, in a peaceful and democratic fashion, the grow-
ing interdependence between the nation-states brought by the Indus-
trial Revolution.

This imbalance between the level of interdependence and the ca-
pacity for governing it produced a heightening of international unrest
and expansionist tendencies that eventually led to the two World Wars,
which, on closer analysis, can be interpreted as attempts at hegemonic
unification of Europe. In this setting, progress towards freedom,
democracy and social justice was inevitably arrested and replaced by a
drive towards pathological centralisation of state power, authoritarian-
ism and ultimately totalitarianism, in other words by an organisation of
the state based exclusively on its pursuit of power rather than on the
needs of the person. The effects of the exercising of absolute state sov-
ereignty in the era of interdependence were, in short, catastrophic, but
they opened up the way for Europe’s peaceful unification; indeed, in a
situation in which it was clear that the fundamental problems could be
tackled only at supranational level, European unification emerged as
the indispensable condition for resuming the journey towards freedom,
democracy and social justice. Moreover, since the interdependence
produced by the Industrial Revolution is clearly destined to extend pro-
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gressively to the whole of the world, the MFE has always seen the fed-
eral unification of Europe as a fundamental historical step towards
global unification, meaning a federation of large continental or sub-
continental-size federations.

These considerations are the basis for the MFE’s conviction that
any internal reforms of the nation-states occurring outside the context
of a process of European unification moving in a federal direction are
destined to be impossible or, at best, precarious; they are also the basis
for the identification, since the time of the Ventotene Manifesto, of a
new dividing line between the forces of of conservation and those of
progress. This line no longer coincides with the traditional ones that,
within the framework of the nation-states, distinguish between greater
or lesser levels of freedom, democracy and social justice, but rather
with the line that separates the defenders of absolute national sover-
eignty from those who advocate its overcoming through the federation
model.

These considerations on the priority of the struggle for European
federation cannot be separated from considerations regarding its
strategic-organisational aspects, which are based, as indicated earlier,
on the view of the democratic national governments as both instru-
ments for and obstacles to the creation of the European federation.
They are instruments in the sense that the European federation can be
created only on the basis of decisions reached freely by democratic
governments (given that any form of hegemonic-imperial unification
must, on principle, be excluded), but also, indeed above all, in the
sense that the governments are, objectively, obliged by the current
historical situation (characterised by the structural crisis and impo-
tence of the nation-states) to implement European unification poli-
cies. Basically, in the wake of World War II, the emergence of the al-
ternative “unite or perish” (an expression used by French foreign min-
ister Aristide Briand in 1929 when he presented what was the first
proposal for European integration to come from a government)
prompted the start of a long and coordinated drive, on the part of gov-
ernments and democratic forces, for a policy of European unification.
But it has to be understood that such a policy will not automatically
lead to European federation. The governments are, in fact, obstacles
to this outcome given that the holders of national power, even in the
framework of democratic systems, are objectively impelled — in ac-
cordance with the law of self-preservation of power explained by
Machiavelli in chapter six of The Prince — to impede the irreversible
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national system. This tendency — Machiavelli specifies — inevitably
manifests itself more strongly in permanent bodies of executive pow-
er, such as diplomatic corps and high-level civil and military bureau-
cracies, than in relatively transitional political figures (heads of state
and of government, ministers, parliamentarians). For the former, a
transfer of sovereignty would imply a more marked loss of power and
status and this is the reason why they are (albeit with exceptions of
course) the natural custodians of nationalist traditions. For the latter,
the situation is less clear-cut: they are the expression of the democra-
tic parties; furthermore, having ideological platforms containing an
internationalist component they tend to be more or less vaguely Eu-
ropeanist; in addition, they have an organic relationship with public
opinion, and public opinion, when forced to confront the fundamen-
tal problems of the contemporary world, remembers the disasters pro-
duced by the different forms of nationalism and by the impotence of
the nation-states and is increasingly inclined to favour the idea of Eu-
ropean unity.

The existence of this complex and structurally contradictory atti-
tude, on the part of the national governments, to the question of Euro-
pean unification has several fundamental implications for the federalist
struggle.

The development of an effective struggle for the European federa-
tion depends absolutely on the creation of a federalist political force
that, independent of the governments and of the national parties, has
the capacity to drive them to make the choices, in favour of federal
unification, that they themselves are unable to make spontaneously.
The principle of federalist autonomy is clearly set out in the Ventotene
Manifesto and it took a laborious process to render it tangible. A deci-
sive point in this process was the decision that the federalist force
should be a movement rather than a party fighting with other parties to
win national power; this decision was dictated by the awareness that
pursuit of the objective of European federation demanded a transverse
organisation able to represent all political forces and economic and so-
cial environments that identify with the democratic system, and that
this organisation should steer clear of factions defined by traditional
distinctions between progress and conservation. The practical and the-
oretical work of Albertini, during his time as leader of the MFE, was
another decisive contribution to this process. Indeed, Albertini’s com-
mitment to promoting the principle of federalist autonomy, which fol-
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lowed on from that of Spinelli, but was much more systematic, culmi-
nated in the concrete conceptualisation and implementation of three
fundamental principles: one political, one organisational and one fi-
nancial.

The first principle, namely that of political autonomy, is illustrat-
ed by the refusal of the body of militants leading and managing the
MEE to identify with any single national party. This choice allowed
them, at opportune moments, to establish extremely useful relation-
ships (collaborations and tactical alliances) with the democratic par-
ties, yet without ever jeopardising the movement’s complete autono-
my. The second principle is related to the selection and training of
militants. The main concern was to avoid the conditioning influences
to which a cumbersome and costly administrative apparatus would
have exposed the movement; indeed, had it had such an apparatus it
would inevitably have depended largely on external funding in order
to survive. It was thus decided that all federalist militants should be
“part-time” militants, in other words, individuals with jobs of their
own that guaranteed them economic independence but that also left
them sufficient free time to devote to their federalist activities. In this
way it proved possible to create an inexpensive organisation that was
thus totally immune to pressure or coercion by political or economic
forces. The third and final principle is that of the movement’s finan-
cial autonomy. What this meant, in real terms, was that MFE mem-
bers were always aware that their federalist work would never bring
them financial reward and, indeed, would likely cost them money.
This understanding, which was the financial basis of the MFE’s au-
tonomy from the start of Albertini’s leadership, did not preclude it
from receiving external funding, but it was established that such fund-
ing would be used above all, to pay for specific actions. Meanwhile,
the organisation’s permanent structure has always run on its “own re-
sources”, a fact that has strengthened its impermeability to external
influences.

Going beyond all this, however, Albertini’s great insight was to
see that this autonomy (political, organisational, and financial) en-
joyed by the MFE actually stemmed from its cultural autonomy,
which he went on, brilliantly, to define. He realised that only a strong
cultural motivation (together with a strong moral compass of course),
in other words, only the absolute conviction that the federalist doc-
trine (compared with prevailing political ideas) really did have some-
thing new to say —something of real value, capable of furthering un-



derstanding of the historical situation —, could, in fact, sustain a
long-term, often burdensome and difficult endeavour, conducted not
for power or financial reward, in a number of militants great enough
to constitute an independent federalist force with the capacity to in-
fluence reality. The remarkable contribution of Albertini, together
with his followers, consisted of a detailed theoretical analysis of fed-
eralism that highlighted this motivation and enriched, beyond mea-
sure, federalist thought.

Here, it is necessary to point out, albeit briefly, the two most sig-
nificant results of this theoretical analysis.

First of all, Albertini levelled a radical criticism at the concept of
nation. Indeed, developing some of Proudhon’s ideas, he showed that
nations are not entities that pre-date the nation-states, but rather an ide-
ological reflection of people’s sense of belonging to the states, bureau-
cratic and centralised, that emerged in continental Europe in the wake
of the French Revolution. In short, the sense of nation that is prevalent
in populations was not a premise for the formation of the nation-states,
but rather a consequence of their creation, and of the creation of polit-
ical programmes designed to impose unity of language, culture and tra-
ditions across state territories. The result of all this was the systematic
destruction of spontaneous nationalities, in other words, of the sense of
belonging to natural communities (meaning the territorial dimensions
of individuals’ birth, life and death — the nations in the etymological
sense of the term), and the transfer, to the state, of the individual’s
sense of belonging, in order to create an exclusive loyalism and, there-
fore, the basis of aggressive foreign policies.

By criticising the idea of nation, Albertini was trying to overcome
a major limit of the political ideologies — liberal, democratic and so-
cialist — held by the democratic political parties of Europe. These ide-
ologies are universalistic and therefore, in principle, favourable to
supranational unification. At the same time, however, they tend to
mythicise the nation-states, which are seen more as “natural” institu-
tions, in that they are founded on “pre-existing” nations (but as point-
ed out this is an ideological self-mystification), than as historically de-
termined and thus historically supersedable institutions. Thus, in a
structural sense (but also because of the tendency of national parties to
cling on to the power they hold), these ideologies tend to interpret
supranational power more as cooperation between nation-states than as
the overcoming of absolute national sovereignty.

It must be underlined that Albertini’s theoretical work — his demys-
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tification of the ideology of nation — constitutes a hugely important de-
velopment of Spinelli’s federalist thought. Indeed, although Spinelli’s
ideas revolve around the concept of the historical crisis of the sovereign
nation-state and what he considers the instruments and concrete political
actions through which to pursue the overcoming of this institutional sys-
tem, the founder of the MFE actually failed to provide a scientific criti-
cism of the idea of nation, which is its ideological basis. In addition to
this important contribution to federalist thought, Albertini made another
even more significant one, which also overcomes a limit in Spinelli’s ar-
gument. I refer to Spinelli’s excessively narrow idea of the federalist
doctrine, which he sees essentially as the theory of the federal state, in
other words as a constitutional method allowing the peaceful coexistence
of a group of independent and coordinated governments. This framing
does not really match up to the conviction that federalism represents the
path of historical progress. This latter affirmation, to have a solid basis,
needs to be supported by a definition, in the body of federalist doctrine,
of the specific guiding value of federalist engagement and of its rela-
tionship with the values upheld by the emancipatory ideologies from
which federalism is descended. This doctrine should also contain a clear
and strong vision of the historical process, which brings out the value of
federalism as a valid political response to the crucial challenges of our
times and indicates the conceptual instruments that can be used to tack-
le, in a rigorous manner, the problem of understanding the historical
process. Here, once again, Albertini offers clarification first of all
through a radical a critical revision of Marx’s concept of historical ma-
terialism which, in its revisited form, seems to lend itself to a scientific
analysis of the historical process. Albertini retains the theoretically valid
core of Marx’s theory — his recognition of the deterministic link be-
tween the evolution of the mode of production and several fundamental
social phenomena, including, in particular, the increase, in depth, of in-
terdependence in society (i.e. the progressive involvement of increasing-
ly large sectors of the population in decision-making processes) — and,
for this reason, is able to show how the same link emerges in relation to
the growing interdependence, in breadth, of human society. The evolu-
tion of the industrial mode of production and the birth of what is known
as the scientific mode of production thus emerge as the ultimate objec-
tive causes of the start of the supranational phase of history, which in
turn explains why the barycentre of political struggle, if the new process-
es are to be governed and placed at the service of progress, has to shift
from the national to the supranational setting.



20

At the same time, Albertini shows that federalism, far from being
merely the theory of the federal state, is itself a fully-fledged political
ideology and thus on a par with liberalism, democracy and socialism.
Federalism, however, not only contains, in the body of its doctrine, the
fundamental ideas proposed by the modern world’s great emancipato-
ry ideologies, it also manages to overcome their limits and to arrive at
a more satisfactory understanding of the fundamental problems of our
age. According to this vision, federalism, like the other ideologies, is
characterised primarily by a value: whereas liberalism has freedom as
its ultimate objective, democracy has equality, and socialism social jus-
tice, the ultimate objective of federalism is peace. And peace is not an
alternative to these other values; on the contrary, it incorporates them
at a higher level, given that the elimination of international anarchy
(which implies the subordination of all other values to the need for state
security) is the essential condition for the full expression of freedom,
equality and social justice (which must be understood as consubstan-
tial) and in short, for the possibility of eliminating all forms of subor-
dination of men by men. In this way, Albertini takes up the fundamen-
tal political, legal and historical-philosophical ideas of Kant (the height
of the Enlightenment), which have been made relevant to our times by
the crisis of the nation-states and the growing interdependence of hu-
man action beyond national boundaries, of which European integration
is the most advanced manifestation. Albertini regards these phenome-
na as the premises for the pursuit of world federation, in other words,
for the realisation of perpetual peace. And he also adds, with searing
clarity, that the overcoming of exclusive national loyalism through Eu-
ropean federation would put an end to the culture of the political divi-
sion of mankind, which implicitly legitimises the duty to kill for the na-
tion, and constitute, rather, an affirmation of the right not to kill, with
a view to its full affirmation through world federation. The World Wars,
the discovery of nuclear weapons, and the growth of international in-
terdependence all suggest that Kant’s prediction is coming true: he be-
lieved, in fact, that only direct experience of the devastation of war,
combined with mankind’s innate commercial spirit (implying the
growth of interdependence), would induce states to renounce their
“wild freedom” and submit to a common law. Federalism also has a
characteristic structural aspect, the federal state being indicated as the
form of organisation of power that makes it possible to overcome the
closed and centralised structures of the nation-state. This can be
achieved both below and above the level of the state: in the first case
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through the formation of truly autonomous regional and local bodies of
government, and in the second through the creation of effective supra-
national forms of political and social solidarity. In addition, it is neces-
sary to consider a historical-social aspect of federalism. Briefly, the
overcoming of mankind’s division into antagonistic classes and nations
creates the possibility of realising the pluralism typical of the federal
society, summed up in the principle of unity in diversity; in this way,
the historical setting is seen to be capable of allowing the realisation of
a value through an appropriate power structure. Indeed, in federal so-
cieties, loyalty to society as a whole co-exists, in a non-hierarchical re-
lationship, with loyalty to smaller territorial communities (regions,
provinces, cities, districts). The fact that this social balance has been
developed only partially in the federal societies that have existed to
date has two explanations. First, the class struggle (which can be over-
come only through the full development of the scientific revolution,
and thus the overcoming of the proletarian condition) has caused the
sense of being part of a given social class to prevail over all other forms
of social solidarity, preventing other, deep-rooted strong bonds of soli-
darity from forming in regional and local communities. Second, the
struggle between the states on the international stage (which can be
eliminated only through the unification of the whole world, a process
beginning with European federation) has resulted in a strengthening of
central power at the expense of local powers.

The creation of a European federation thus emerges as the crucial
event of our times, or rather as the first affirmation of the federalist
course of history that will culminate in the full realisation of peace
through the federation of the world. Federalism is thus called upon to
play, in our times, a role similar to that played in the past by the liber-
al, democratic and socialist ideologies: through its development and af-
firmation of the culture of peace, federalism offers society a model ca-
pable of providing an answer to the greatest problems of our age and
thus makes it possible for us, once again, to envisage the future, a fu-
ture that the traditional ideologies, having lost their revolutionary im-
petus, no longer allow us to see.

Ever since the 1960s, this concept of federalism has been the cor-
nerstone of the cultural identity of the MFE militants (together with
their criticism of the idea of nation).

To wage its struggle effectively, the federalist force, in addition to
being absolutely independent, must also know how best to act in order
to push the governments towards the goal of supranational federal uni-
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fication. In this regard, the following are crucial points: i) the federal-
ist force must have a supranational structure, so as to be able to oper-
ate jointly at European level; ii) it must be capable of mobilising pub-
lic opinion, without however using elections for this purpose, which is
instead the way parties operate; iii) it must systematically denounce
the limits and contradictions thrown up by the European integration
that the governments, adopting a structurally confederal approach,
pursue: namely, the inefficiency that derives from the need for unani-
mous decisions on fundamental questions and the democratic deficit
linked to the fact that integration in the absence of federal institutions
empties national democracy of substance yet fails to fill the void that
is left with supranational democracy (i.e. crucially important decisions
are referred to supranational level, in spite of the fact that no fully de-
mocratic system has been created at this level); iv) it must be capable
of exploiting these contradictions, especially when they become acute-
ly evident, in order to push the governments in the direction of feder-
al-type choices.

Finally, clarification of the contradictory attitude of the national
governments to European unification has another implication for the
federalist struggle: it raises the idea of a democratic constituent as-
sembly (along the lines of the Philadelphia Convention, which, in
1787, drew up the Constitution of the United States of America — his-
tory’s first federal state). Basically, ever since Spinelli’s era, the MFE
has argued that there is really only one way to arrive, finally, at the Eu-
ropean federation, and that is to implement a democratic constituent
process, in other words, to entrust the task of defining the suprana-
tional institutions to a parliamentary-type body, i.e. a body that acts by
majority, in a public setting, and whose proposals enter into force
among the ratifying states, without the need for ratification by all of
them. This is the only kind of procedure that can allow the achieve-
ment of federal results, first because it implies the governments’ re-
nunciation ipso facto of the right of national veto (i.e. the unanimity
rule that produces results determined by the least common denomina-
tor), and second because, by involving the representatives of the peo-
ple, it can foster a growing democratic awareness of the political and
institutional changes needed to complete the European process. The
constituent method is thus the alternative to the approach based on
IGCs whose decisions, taken by secret vote, must be unanimous and
then ratified unanimously; it is an approach far more suited to choices
of a confederal nature. The need to start a democratic constituent
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process has, in fact, always been at the centre of the MFE’s action,
even though its views on the best course to follow have changed over
time according to its perception of the opportunities offered by the dif-
ferent political situations (directly elected constituent assembly en-
trusted with drafting a European constitution; transformation of a con-
sultative parliamentary assembly into a constituent assembly, of its
own volition or following the conferring of a specific mandate by the
national governments; direct election of the European Parliament; ref-
erendum on the conferring of a constituent mandate on the European
Parliament).

On the basis of these guiding principles, the MFE has influenced
the process of European integration in two ways.

First, the thought and action of the MFE, spearheading the Euro-
pean federalist front, have been crucial in sustaining, throughout the
European unification process, the demand for a European federal con-
stitution, and for popular participation in the building of Europe. It is
quite clear that the idea of European federal unity, without the presence
of a movement constantly and exclusively engaged in its promotion —
obviously the attention of the parties to this issue can only be superfi-
cial and discontinuous —, would have disappeared from arena of po-
litical and cultural debate and, as a result, the prospect of a democratic
and federal outcome to the integration process would have lost all prac-
tical relevance.

In addition to this general influence, the MFE has also succeeded in
exerting a specific and decisive influence, albeit only at particularly
testing times when the historical situation, bringing the governments
face to face with problems that could not be tackled without implanti-
ng federal democratic seeds into the (European) integration bodies or
resorting to true transfers of sovereignty, prompted them to tailor their
European integration policies accordingly. At such times, when the
governments are forced to confront the limitations of their approach to
European integration, the federalists find themselves with far more
scope for exerting a decisive influence on the process. In this regard, it
is worth remarking that the MFE’s action has been bolstered consider-
ably by a strong convergence of the national interest with an advanced
form of European integration — a situation particularly evident in Italy
where, for objective reasons (primarily the weakness of the state), it
shaped government policy for some considerable time.

In the light of this introduction, let us now take a look at the con-
crete action of the MFE over the years.
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The Action of the MFE

The action of the MFE from 1945 to the present can be divided in-
to six phases.

From the Liberation to the Collapse of the European Defence Commu-
nity (1945-1954).

In the years immediately after the end of the Second World War, the
MEFE was engaged mainly in establishing its own organisational struc-
ture. However, it lost no time in introducing the European constituent
assembly as a political watchword, first through an Italian University
manifesto for European federation (signed, in the first half of 1946, by
266 university lecturers, including Calamandrei, Devoto, Campagnolo,
Rollier, Giovanni De Maria, Gino Cassino, Ezio Franceschini, Felice
Perussia) and then through an appeal addressed to the candidates in the
April 1948 general elections, which was heeded (signed) by 630 of
them. The MFE (on the volition of Calamandrei in particular) was also
instrumental in the Italian Constituent Assembly’s decision to include,
in the new Italian Constitution, an article (art. 11) that, while not refer-
ring explicitly to European unification, nevertheless envisaged possible
“limitations of sovereignty necessary for an international order that en-
sures peace and justice among peoples” and made it possible for Italy
to ratify all the European Treaties without the need to revise its Con-
stitution.

The launch of the Marshall Plan in 1947, and the resulting intro-
duction of a European unification policy, allowed the MFE, under
Spinelli, to mount a hugely influential political action that culminated
in the battle for a European Political Community (EPC) to flank the Eu-
ropean Defence Community (EDC). Faced with the Cold War situation,
characterised by the division of the world’s major powers into two op-
posing blocs, Spinelli immediately realised and declared that the
process of European unification could be launched only within the
Western bloc (partly because the USA, knowing that it would help to
strengthen its bloc, was strongly in favour of European integration).
He pointed out that unification, providing it were effective, would al-
low Europe, entering into a partnership of equals with the USA, to re-
cover its independence, and would also ultimately prove to be a deci-
sive element in overcoming the situation of opposing blocs, opening up
the way for the unification of the whole continent. Along these lines,
and gaining leverage from the deficiencies of functionalist (confederal-
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type) integration, he developed a strategy designed to obtain, through a
twofold action (mobilisation of public opinion and contacts with gov-
ernment and political party members less conditioned by nationalist
traditions), decisions capable of triggering a constituent process linked
to the objective of European federal unification.

In the phase here considered, the first important practical application
of this strategy came when the MFE (and the UEF) tried to get the
Council of Europe to introduce a constituent role for the Consultative
Assembly in Strasbourg. It was felt that this assembly, despite having no
power, might prove able to exert continuous pressure on parliamentari-
ans and party leaders interested in European unification and, therefore,
like any parliamentary assembly, have the capacity eventually to ac-
quire real powers. The thinking was that, in such a situation, the MFE,
highlighting the need for democratic control of the integration process,
which was then taking its first steps in the economic field (through the
OEEC and the first attempts to establish a customs union) and the mil-
itary field (through the Brussels Pact and the North Atlantic Treaty),
might manage to convince the Strasbourg assembly to spearhead the
campaign to create European federal institutions. This was, indeed, at-
tempted, both through advisory work targeting MPs, and through a pe-
tition for a pact on European federal union organised in 1950. This pe-
tition, which was a considerable success especially in Italy (where it
was signed by over 521,000 citizens, including 246 MPs, adopted by
493 town or city councils and by 39 provincial administrations, and al-
so signed by prime minister Alcide De Gasperi, the President of the Re-
public Luigi Einaudi, and numerous ministers), appealed to the Consul-
tative Assembly to draft a federal pact — it was hoped that this might
be used as the basis for implementing gradual economic unification and
a common foreign and defence policy among the countries entering in-
to it —, and to recommend that it be ratified by the member states of the
Council of Europe, which would have to undertake to bring it into force
among the ratifying countries upon its ratification by a group of states
with a total population of 100,000,000 people. It is worth noting that the
method proposed was that of the vanguard (i.e. the method of allowing
those countries willing to take part to press ahead with the initiative),
which was subsequently applied first in the construction of the Euro-
pean Coal and Steel Community (ECSC) and then in that of the other
Communities, which initially had six members.

Although this first attempt failed, another opportunity soon arose
with the negotiations on the EDC between France, Germany, Italy and
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the Benelux countries. As soon as it became clear that the governments
of the Six had a concrete plan to create a European army, along the in-
stitutional lines of the ECSC, Spinelli saw that basic contradiction in-
herent in the functionalist method (which pursues European unity in the
absence of a European state) was, in this case, so dramatically apparent
(an army without the political guidance of a democratic government)
that it provided plenty of scope for demanding federal unification and
application of the constituent method; he did his utmost to exploit this
opportunity, in particular through the relationship he managed to es-
tablish with De Gasperi. The main product of this action was the prepa-
ration, by the enlarged ESCS Assembly (the Ad Hoc Assembly), of a
draft statute for the EPC. This was a very advanced document and its
approval would have opened up the way for the realisation, in a rela-
tively short space of time, of federal unification. However, this did not
happen because the governments, in addition to having the text re-
drafted by a diplomatic conference, tied it to ratification of the EDC.
As a result, when this collapsed on August 30, 1954, following a vote
by the French parliament, the EPC project collapsed with it, thereby re-
moving, for decades, the prospect of a qualitative transition from func-
tionalist integration to federal integration.

Criticism of the Common Market and Popular Campaigns for a Euro-
pean Constituent Assembly (1954-1966).

Following the collapse of the EDC, the European governments fell
back on the creation of the European Common Market (an objective al-
ready envisaged by the EPC project) and Euratom. The authors of the
Treaty of Rome were guided by the firm belief, which defines the func-
tionalist approach, that economic integration would automatically lead,
sooner or later, to political unification. The MFE denounced this illu-
sion and, more generally, argued that the situation after the collapse of
the EDC no longer presented three fundamental conditions that had
previously put the governments of the Six in a situation seemingly of-
fering real scope for federalist intervention in pursuit of the objective
of the European federation, namely: (i) active American support for in-
tegration, (ii) an acute fear of Soviet expansionism — Stalin’s death
and the first timid signs of East-West detente had been key factors con-
tributing to the collapse of the EDC —, and (iii) the need to avoid Ger-
man rearmament. In the new setting, they argued, European unification
was, on account of the irreversible crisis of the nation-states, still as
necessary as ever, but it was no longer realistic to expect, in the short
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term, the emergence of a Europeanist policy comparable to that which
the EDC project had put on the table. For these reasons, it was decided
that the MFE’s priorities should be to demand, in uncompromising
terms, European federation and a European constituent assembly and,
by fiercely criticising the governments’ Europeanist initiatives, to keep
these demands alive in public opinion until such time as the inadequa-
cy of the governments’ approach became so glaringly obvious that they
might once again be expected to make more advanced choices, with the
potential to evolve in a federal direction. The concrete result of the
adoption of this line, which opened up a considerable divide between
the MFE and the democratic parties and also led to a split with the fed-
eralist organsiation at European level, was a major Europe-wide cam-
paign calling for the European people to be given constituent power.
This period saw two campaigns for, respectively, the European Peo-
ple’s Congress (EPC) and the Voluntary Census of the European Fed-
eral People.

The EPC campaign was conducted under Spinelli’s guidance in the
period 1956-1962; taking Gandhi’s Indian National Congress as an ex-
ample and source of inspiration, it involved the organisation of “pri-
maries” (the first example of elections of this kind in Europe) in vari-
ous European cities. The aim was to create a permanent congress of
representatives of the European people, which, by involving an ever-in-
creasing number of European citizens, would eventually reach the lev-
el of democratic legitimacy and political influence required to force the
governments to convene a European constituent assembly. The number
of citizens voting in the EPC elections peaked at 650,000 (they num-
bered 455,000 in Italy alone), after which the campaign ran out of
steam. Renewed efforts to mobilise public opinion behind the demand
for a European constituent assembly were mounted in 1963-1966 un-
der the leadership of Albertini (who had succeeded Spinelli at the helm
of the MFE), this time through the Voluntary Census of the European
Federal People campaign, which was intended to be a re-run of the EPC
campaign but on a larger scale. This campaign, too, ran its course, hav-
ing attracted around 100,000 supporters, again mostly in Italy. It should
be pointed out that while the Italian section of the MFE was largely in-
volved in the Voluntary Census campaign, most of the supranational
MFE members were engaged in an action being conducted by the Eu-
ropean Democratic Front — Italy’s man at the forefront of this cam-
paign was Umberto Serafini, MFE member and general secretary of the
Italian Section of the Council of European Municipalities and Regions
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of Europe —, which was targeting those sectors of society and of the
political system in the European states that were unwilling to passive-
ly accept the antidemocratic features of European integration, and
seeking to involve them systematically in the federalist struggle.

The EPC and Census campaigns did not lead to the creation of a Eu-
ropean constituent assembly, but they can be credited with having kept
alive, in a historical phase in which the successes of economic integra-
tion were tending to mask the structural limits of the European Com-
munities, the democratic federal alternative to a European construction
project whose weakness and fragility stemmed from its failure to make
provision for popular participation. Even though the federalist message
reached only a small section of public opinion, these popular cam-
paigns provided the first example, in European history, of a grassroots
political action capable of crossing national boundaries and growing, in
a unified manner, in different European countries; they also showed
that, whenever the citizens were asked to show their support for a com-
pletely united Europe and for popular participation in the process of
achieving it, their response was largely positive. All this hard work and
commitment proved crucial in the building of an independent federal-
ist force and, therefore, in the creation of a resource, in terms of mo-
bilising capacity, that was subsequently to prove enormously useful in
the presence of other circumstances and conditions.

The Fight for Direct Election of the European Parliament (1967-1979).

From 1967 onwards, the MFE decided that its strategic efforts
should be focused on the struggle to obtain the direct election of the
European Parliament (EP), which was seen as a stepping stone to the
much sought-after European constituent assembly. To this end, it indi-
cated the direct unilateral election of the Italian representatives to the
EP (and possibly those of other countries, too) as a practical means of
moving closer to the objective of European elections by direct univer-
sal suffrage, and also a way of overcoming de Gaulle’s opposition to
this objective. It should be pointed out that the direct election of the EP
was a cause already espoused by the federalist organisations that did
not share Spinelli and Albertini’s radical criticisms of the Treaty of
Rome. The MFE’s decision to add its support was based on three firm
convictions, deriving from an analysis of the effective development of
the European integration process.

First of all, the success of the Common Market was creating a situa-
tion that, while seeming to confirm that the governments had been right
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to choose the functionalist approach, was actually creating an increas-
ingly marked discrepancy between the advance of economic integration
and the lack of evolution of the Community institutions (the Luxem-
bourg Compromise of January 1966 had effectively blocked a proposed
transition to majority voting in the Council of Ministers and a strength-
ening of the EEC Commission). This situation was exacerbating Eu-
rope’s inefficiency and democratic deficit, but above all it was exposing
the weakness of the argument that political integration would automati-
cally follow economic integration — to the point that the conditions
were becoming ripe for a convergence, on the issue of the European
elections, between the Europeanism present in the democratic parties
and federalist action. Furthermore, direct European elections, albeit not
implying the attribution of real powers to the EP, would, objectively,
have had constituent value. Indeed, by inducing the formation of a Eu-
ropean system of parties and giving the EP legitimacy before the people,
they would have prompted the parliament to assume, in practice, a con-
stituent role, given that the advances in the process of economic integra-
tion were presenting the governments with problems (economic policy,
monetary unification, planning at European level, agricultural prices,
and so on) that could not be resolved effectively without starting the con-
struction of a democratic European government. Finally, the increasing-
ly real prospect of the UK joining the Community — Britain clearly
wanted to join in order to prevent the Community from evolving in a po-
litical direction — was making it essential, gaining leverage from the
contradictions thrown up by the functionalist approach to integration, to
pursue a strategy based on the identification, as intermediate objectives
(i.e. ones compatible with the existing power situation), of institutional
transitions with federal potential that the governments might, upon the
emergence of the first inevitable impasse, prove ready to embrace.

The objective of the direct election of the EP, and the launch, in
Italy, of the campaign for the direct unilateral election of its represen-
tatives, marked the start of the strategic phase known as “constitution-
al gradualism”, which envisaged, as the next stage, the creation of a
single currency, another key step towards the possibility of creating a
true European government.

Having decided to fight for the direct election of the EP (starting
with direct unilateral elections in Italy), the MFE showed itself to be
resolutely committed to this objective, above all striving to organise a
substantial level of popular mobilisation around the issue. The land-
marks of this mobilisation were:
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— the submission to the Italian Senate, in 1969, of a proposed bill
of popular initiative (the bill carried 65,000 authenticated signatures)
for the direct election of the Italian representatives in the European Par-
liament; this initiative was picked up again in 1973 by the Italian re-
gions of Piedmont, Umbria and Abruzzo, which presented both cham-
bers of the Italian parliament with proposed bills of regional initiative
identical to the one the MFE had presented to the Senate;

— the 1975 campaign of information and debate on the European
elections and the European Union (linked to Belgian prime minister
Tindemans’ “mission” to advance European integration), which includ-
ed, notably, a popular petition, signed by 150,000 citizens, calling on
the EP to assume a constituent role, and a demonstration in Rome dur-
ing the European Council summit of 1-2 December 1975 (which de-
cided that the European elections would be held on a single date in
1978, even though this date was subsequently put back a year). The
Rome demonstration was attended by 4,000 federalists, a delegation of
whom (led by Albertini and by Giuseppe Petrilli, president of the
CIME) was received by the then president of the European Council, Al-
do Moro. During the summit, the Italian government, spurred on by the
federalists, was instrumental in securing the decision to hold the first
European elections, even possibly without the participation of United
Kingdom and Denmark (these countries, to avoid being isolated, sub-
sequently fell in line with the decision);

— the organisation (between 1976 and 1978) of a systematic action
designed to encourage the parties to include, in their European election
manifestoes, a commitment to federal reform of the Community system;

— the demonstration in front of the EP building in Strasbourg on
July 17 1979 during the parliament’s first session following its election
in June that same year; 5,000 young Europeans representing federalist
organisations and democratic forces took part in this event, demanding
commitment, from the EP, to the objectives of a European government,
a European currency, and a strong Community budget.

All this endeavour was undoubtedly a key factor in bringing about
the direct election of the EP (and also contributed to the success of the
first European elections). It is no coincidence, however, that the intro-
duction of this milestone by the European governments came during
the crisis of European economic integration of the 1970s (a period
characterised by monetary instability, the energy crisis and the collapse
of the European “currency snake”), in other words, a time when the
need for a strong relaunch of integration — and thus for involvement
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of public opinion — had become imperative, in order to prevent the
whole project from collapsing. It is also worth underlining that the cri-
sis of the 1970s showed that the MFE had been right when, in its harsh
criticism of the Treaties of Rome, it had argued that, because of Eu-
rope’s institutional deficits, the process of European integration would
inevitably grind to a halt at the first signs of a serious economic crisis.

From Spinelli’s Draft Treaty to the Maastricht Treaty (1980-1993).

Once the first EP (1979-1984) was instated, the MFE began to fo-
cus on how best to exploit its constituent potential. In this context, the
efforts of Spinelli, working within the EP, and of the federalists, outside
it, became combined in a joint action geared at mobilising (in public
opinion, the parties, local authorities and economic and social organi-
sations) massive consensus around the EP’s drive for an overhaul of the
institutional framework of the Communities.

In the 1970s, Spinelli had decided to resign as leader of the MFE
(he nevertheless remained a lifelong member) in order to conduct his
federalist struggle from within the European institutions. By founding
the Italian Committee for European Democracy and the Institute for In-
ternational Affairs he succeeded in establishing organic relations with
the political class that allowed him to become a member of the Euro-
pean Commission (from 1970 to 1976) and then a member of the EP
(first, from 1976 to 1979, as a member of the delegation of the Italian
parliament to the EP and then, from 1970 until his death, as a directly
elected member). It should be pointed out that he decided to stand as
an independent candidate in the electoral list of the Italian Communist
Party in order to encourage the full integration of this party not just in-
to the liberal-democratic system, but also into the sphere of Euro-
peanist politics in Italy. As a directly elected member of the EP, Spinel-
li, together with the other parliamentarians who founded the Crocodile
Club, gradually managed to secure the commitment of the entire EP to
the idea of a new treaty on Europe. Spinelli’s draft treaty envisaged a
transformation of the Community into a federation with effective pow-
ers of government in the field of economic and monetary policy and
made provision for a mechanism that would allow the transfer to fed-
eral level, without the need for further treaties, of powers in the field of
foreign and security policy. It was envisaged that this treaty, inspired by
the Philadelphia Convention, would enter into force in the ratifying
countries, provided they were in the majority and had an overall popu-
lation corresponding to 2/3 of the Community population. The draft
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Treaty establishing the European Union was adopted by the EP on 14
February 1944 by a very large majority.

The MFE’s systematic campaign support of Spinelli’s draft treaty
began with the founding of the Crocodile Club in 1980 and its high
point came with the mass demonstration in Milan on 28-29 June 1985
(during the European Council that convened the IGC that drew up the
Single European Act — SEA), which attracted 100,000 participants
from all over Europe. Although even this was not enough to get the
governments to accept the EP’s most advanced requests, the fact that
the EP, taking on a constituent role, had proposed a federal-type over-
haul of the whole the Community system was undoubtedly a factor that
contributed decisively to the highly evolutionary phase of European in-
tegration that followed, and culminated in the Maastricht Treaty.

The decision to convene the IGC that drew up the SEA was adopt-
ed — on the initiative of the Italian presidency (led by prime minister
Bettino Craxi and foreign minister Giulio Andreotti) — by a majority,
overcoming the opposition of the British, Danish and Greek govern-
ments. The SEA not only ushered in some significant institutional re-
forms (namely an extension of the principle of majority voting in the
Council of Ministers and a strengthening of the powers of the EP), but
also marked the start of a programme designed to complete the estab-
lishment of a single market. In this way, the foundations were laid for
relaunching the objective of monetary union. The MFE’s efforts to
raise awareness of this objective among the political and ruling class
and among the governments, also through initiatives at European lev-
el, actually dated back to the start of the 1970s. Indeed, then, with the
governments and diplomats struggling to work out confederal solutions
to the contradictions (exacerbated by the end of the Bretton Woods sys-
tem) that inevitably arose within the Common Market as a result of the
co-existence of different national currencies governed by monetary and
exchange rate policies dictated by different national agendas, the fed-
eralists had been the first to denounce the limits of the intergovern-
mental approach and to introduce the issue of the creation of a single
currency and, by implication, that of the creation of a European feder-
al state. The fact that they had framed the issue in clear terms and had
gathered support in authoritative quarters was to prove decisive when,
subsequently, the start of the process of constructing the single market
exposed even more clearly the need to examine the question of mone-
tary union. Indeed, as realised by European Commission president
Jacques Delors and his advisor Tommaso Padoa-Schioppa, among oth-
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ers, the free movement of capital (scheduled to be introduced in 1990)
was an objective incompatible with a fixed exchange rate system, be-
ing liable to induce speculative currency movements on a vast scale.
The switch to a single currency was therefore essential to guarantee the
survival of the single market. In 1989-91, it was this intrinsic move-
ment towards the creation of the single market, facilitated by a chang-
ing global scenario — the end of the bipolar system had created a
pressing need to set the strengthening of the newly reunified Germany
in the framework of an irreversible deepening of the process of Euro-
pean integration, while the end of Europe’s division into two opposing
blocs had raised the urgent need to integrate the countries of central and
eastern Europe into the Community system and radically altered the
terms of Europe’s relations with the USA —, that led to the adoption of
the Maastricht Treaty. And this was the treaty that, as well as signifi-
cantly increasing the powers of the EP and launching cooperation in the
fields of external and internal security, established the fundamental ob-
jective of creating a single European currency.

In this setting, the MFE was active, mainly, in two areas.

First of all, strongly committed to the objective of monetary union,
it continued and developed the systematic political work that it had
been doing in this area ever since the creation of the customs union in
1968, and another key part of which had been its campaign to have
Italy join the European monetary system at its inception in 1979. This
commitment was based on the firm belief that monetary union, by com-
pleting the process of voiding the national governments of their capac-
ity to implement macroeconomic policies, would make it even more
difficult to defer the creation of a European federal government. Sec-
ond, it remained committed to the objective of a European constituent
assembly and, in this regard, the high point came with its proposed bill
of popular initiative (organised in 1988 and signed by around 120,000
Italian citizens). This led to the consultative referendum of 18 June
1989 (held in conjunction with the European elections), which saw 88
per cent of the Italians who voted in the European elections expressing
their support for the European federal constitution and a constituent
role for the EP. This result — together with the demonstrations, attend-
ed by thousands of federalists, held in Rome during the European
Councils of 27-28 October and 14-15 December 1990, chaired by An-
dreotti — undoubtedly had the effect of making the commitment and
action of the Italian government during the process of adopting the
Maastricht Treaty more convincing and more effective.
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From the Maastricht Treaty to the Lisbon Treaty (1994-2007).

In the period following the entry into force of the Maastricht Treaty,
the MFE’s work was geared mainly at supporting the actual imple-
mentation of monetary union — seen as a strategic step towards a Eu-
ropean federal constitution — and Italy’s participation in this project.
Its action in these areas was flanked by an increasingly strong and sys-
tematic commitment to the idea that Europe should assume an active
and independent role on the global stage in order to respond effective-
ly to the challenges being thrown up by globalisation and the post-bipo-
lar world order.

The MFE has always (ever since the time of the Ventotene Manifesto)
seen the European federation as a fundamental step towards the global
federation envisaged by Kant, a view based on the conviction that the
growth of international interdependence — produced by the develop-
ment of the Industrial Revolution and considered a fundamental factor in
the historical crisis of Europe’s nation-states — would, in the long run,
inevitably render even continental-size states inadequate, thereby bring-
ing the ideal concept of global unification out of the realm of utopia and
into that of historical possibility. This view became particularly strong in
the period spanning the end of the 1970s and the start of the 1980s, and
was summed up very effectively in the slogan “Unite Europe to unite the
world”, launched at the MFE congress in Bari on 23-24 February 1980.
Basically it represents a translation, into political terms, of the realisation
that the expansion of human interdependence beyond national bound-
aries (in the setting of the transition from the industrial to the post-in-
dustrial society underpinned by the technical and scientific revolution) is
reaching a level at which all fundamental problems assume a global di-
mension, and there emerge real threats to the survival of mankind (the
risk of nuclear and environmental destruction, the huge divide between
the North and South of the world, most tellingly exemplified by the fact
that 80 per cent of the world’s resources are in the hands of 20 per cent
of the global population, ungoverned global economic interdependence);
and that all of these problems will find valid responses only through the
gradual but effective building of global unity.

In a world that is becoming a community of destiny and in which
“unite or perish” (a decisive factor at the root of the process of European
integration) is becoming an increasingly globalised concept, there is,
more than ever, a need for a Europe equipped with the capacity to act on
the international stage, so as to be able to implement — in accordance
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with its own vital interests — a policy of global unification. In the cur-
rent historical setting, this is an objective that may be pursued: i) by ex-
porting the European experience of integration and pacification to other
parts of the world (through the formation of regional integrations); ii) by
rethinking and strengthening the global international organisations, start-
ing with the United Nations. This need, already strongly felt also by the
United States and the USSR in the second half of the 1980s (the time of
the agreements on disarmament and the start of Gorbachev’s perestroika
in the USSR), has become particularly pressing following the emergence
of the monopolar world order, which has left the USA shouldering in-
creasingly unsustainable burdens and at the same time fuelled a tempta-
tion to respond to the problem of global unification with hegemonic-im-
perial solutions. For Europe, whose global economic importance has
grown considerably with the creation of the single currency and the pro-
gressive enlargement of the EU, it has become urgently necessary, ac-
cording to the MFE, to introduce a common foreign, security and de-
fence policy — going much further than the mechanisms of intergov-
ernmental cooperation introduced in these areas by the Maastricht Treaty
and subsequently by the Amsterdam and Nice Treaties — in order to cre-
ate a partnership of equals with the USA and, in this way, form a van-
guard spearheading a policy of global unification.

The creation of the single European currency (with the self-exclu-
sion of the UK), the enlargement of the Community system to the coun-
tries of central and eastern Europe (which see it more as an economic
opportunity than as a political objective), the need (no longer de-
ferrable) for a united economic government to complete the monetary
union, and the need for Europe to play an active role in promoting
progress and peace in the world, all had the effect of pushing the issue
of a European federal constitution between the members of the nascent
eurozone (necessary in order to ensure efficient, democratic and irre-
versible European unification) higher and higher up the agenda. One of
the most significant initiatives in this sense was the document published
in 1994 by Wolfgang Schéuble (chairman of the CDU/CSU parliamen-
tary group, the governing party in Germany under Chancellor Kohl),
and Karl Lamers, which reiterated the urgency of the need to create the
single currency (at that time still in the balance), starting with the coun-
tries already ready, in terms of the state of their public finances, to do
s0, and underlined the need to combine the launch of the single curren-
cy with the creation of a political union, so as to render Europe’s unifi-
cation irreversible and capable of guaranteeing the whole of Europe po-
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litical and economic stability. The MFE, for its part, kept up its efforts
to spur on the politicians and mobilise public opinion around these is-
sues, organising, among other things, demonstrations (attracting thou-
sands of participants) to coincide with the European Council meetings
in Turin on 29 March 1996 and Florence on 22 June 1996. The follow-
ing year it launched its supranational Campaign for a European Federal
Constitution. A particularly important moment in this campaign was the
demonstration held in Nice on 7 December 2000 to coincide with the
European Council meeting that approved the Nice Treaty together with
an annexed protocol, desired by the Italian and German governments,
that gave rise to the decision, taken in Laeken on 15 December 2001, to
convene a Convention on the future of the European Union. The 10,000
people who took part in this demonstration were calling, essentially, for
a federal constitution drawn up using a democratic constituent method.

The governments’ response to the request advanced by the federal-
ists and the EP was to convene the European Convention chaired by
Valéry Giscard d’Estaing. In this way, some of the aspects of the de-
mocratic constituent model were embraced, namely participation both
of MEPs and of national MPs (as in the drawing up of the Charter of
Fundamental Rights that was formally proclaimed in Nice), transparent
meetings, and a chance for the voice of civil society to be heard. How-
ever, the principle of unanimity was still applied throughout the
process, from the resolutions of the Convention through to the govern-
ments’ final approval of the text prepared by the Convention and the
ratification of the same by the states. Although the MFE did its utmost
to encourage the adoption of a draft constitution that was as advanced
as it possibly could be, a significant minority of its number, led by the
Pavia section, already highly critical of the re-nationalisation process
by that time under way in the EU, had little time for the Convention,
having been certain since it was convened that its results would in-
evitably be disappointing, given that efforts to study a reform of the
Treaties (considered desirable in view of the EU’s imminent enlarge-
ment) had failed to take into account the need for differentiated inte-
gration, in other words, different forms of integration for countries with
different levels of commitment to Europe; the Pavia federalists main-
tained that a constitution could be created only by starting with a van-
guard of Europe’ founding states. The MFE, on the other hand, while
also judging the Convention’s draft constitution unsatisfactory, nev-
erthless felt that the Treaty establishing a Constitution for Europe con-
tained elements that constituted steps in the direction of federalism and
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democratic participation, and also that the use of the term constitution
(with all that it symbolises) would, albeit without marking the creation
of a federal state, provide important leverage for demanding the imme-
diate implementation of further decisive steps towards full federalisa-
tion of Europe (given that a constitution without a state would be an un-
sustainable situation). For these reasons, the MFE supported and
worked to promote ratification of the Constitutional Treaty. Although,
the ratification process ultimately failed because of the negative results
of referenda held in May-June 2005 in France and Holland, it is worth
remembering that the draft Constitution was ratified by the majority of
the EU states, representing a majority of the European population.

Following the impasse reached in 2005, the MFE attempted to re-
launch the constituent process. Identifying the principle of unanimity,
i.e. the national veto, as the obstacle to the desperately needed ad-
vances, the movement decided to focus on resolving this crucial issue.
While a minority of its members (still harshly critical of the new direc-
tions taken by the EU following its enlargement, which had seriously
undermined any political vocation it may have) continued to campaign
for the creation of a federal vanguard within the EU through the sign-
ing of a federal pact between the founding countries, the strategic ob-
jective of the MFE’s action at European level in the period 2006-2007
became that of having the draft Constitution (revised and improved to
take into account the results of the French and Dutch referenda) sub-
mitted to a Europe-wide consultative referendum to be held on the
same day as the 2009 European elections; a further aim was to have it
enter into force, among the ratifying countries, subject to its approval
by the “double majority” of member states and voters. It should be
pointed out that the idea of holding a Europe-wide referendum, which
was a key point and a strength of the campaign for the Congress of the
European People, was based on the view that national referenda are not
transparent, as they allow the choice on European unity to become con-
ditioned by internal political struggles and do not allow the European
citizens to speak as such.

At the end of 2007, the governments responded to the federalist de-
mands — these were also backed up a signature campaign, which,
however, ran out of time before reaching its full potential — by sign-
ing the Lisbon Treaty, whose formal entry into force was scheduled for
the end of 2009. This text still contained, albeit in a somewhat watered-
down form (and with additional derogation clauses to meet demands
from the Czechs, Irish and Polish), the main reforms included in the
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Constitutional Treaty, but all reference, even symbolic, to the concept
of constitution had been erased; this had been done with the precise in-
tention of reducing, as far as possible, any expectations that the process
of institutional change in a federal direction might rapidly be resumed.
In short, the institutional system resulting from the process that began
immediately after the monetary union came into force contains some
important federal characteristics — I refer, in particular, to the relative
autonomy of the Commission, the supremacy of Community law guar-
anteed by the European Court of Justice, the role of the directly elect-
ed EP, and the use of majority voting for some of the decisions taken
by the Council of Ministers; however it is also weighed down by many
other features that constitute a hard core of a stubbornly confederal na-
ture, namely: the need for unanimous decisions in key areas (finance,
foreign, security and defence policy and institutional reform), the right
of secession, and the fact that the EU’s true government is a body, the
European Council, that can be likened to the congresses of the Holy Al-
liance.

The EU Faces a Stark Choice: European Federation or Disintegration
(2008-2013).

The year in which the governments signed the Lisbon Treaty (2007)
was also the one that, following the bursting of the housing bubble in
the United States, marked the start of the most serious global econom-
ic crisis since the one that began in 1929. Federalists maintain that the
deep-rooted cause of the great recession, which is still not over, lies in
the contradiction between, on the one hand, the phenomenon of glob-
alisation, which has taken the interdependence between the countries of
the world to a level at which the market and society have already be-
come, in many ways, global, and, on the other, the lack of a global or-
der able to govern this reality. For this reason, the need to create an in-
ternational system capable of starting the transition towards peaceful
and democratic unification of the world (a need already fuelled by
threats to the survival of mankind, especially with regard to the envi-
ronment and weapons of mass destruction) and, consequently, of com-
pleting (as the first and decisive step in this direction) the federal uni-
fication of Europe has become one that can no longer be deferred.

Before looking at the recent situation as regards European integra-
tion and the work done by the federalists in this setting, it should be un-
derlined that the crisis that began in 2007 has laid bare the structural
weakness of the American economy; indeed, the US economy is char-
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acterised by an extremely serious fourfold deficit (trade, budgetary,
banking and private) that is, essentially, a reflection of the impossibili-
ty of reconciling healthy and sustainable economic development with
the burden of responsibilities that comes with being the world’s leading
political-military power. Another point worth remembering is that re-
cent years have also seen the emergence of new global economic pow-
ers that are showing a strong growth momentum despite being countries
that still have large pockets of poverty (I refer, in particular, to China,
India, Brazil, Indonesia, Russia, and South Africa). What we are, in fact,
witnessing is the progressive establishment of a multipolar system and
the end of the end of the undisputed domination of the West.

As far as the European project is concerned, the main thing to
emerge from the world’s present financial, economic and social diffi-
culties has been the existential crisis of European integration. Basical-
ly, the European “edifice”, which is still only half-built, today runs a
very real risk of collapsing. Indeed, there is currently a force, of an eco-
nomic nature, that is driving Europe towards disintegration, and it
stems essentially from the depth of the euro crisis. The attacks, by fi-
nancial speculators, on the sovereign debts of the European countries
and the costs, to the most indebted and economically struggling coun-
tries, of borrowing on the markets, are unsustainable and have the ef-
fect of counteracting economic recovery policies, paving the way for
insolvency and recession; but they are also a clear sign of the contra-
dictions inherent in a monetary union that was created without also
creating an economic union, and of the dramatic political and econom-
ic divide that has, as a result, opened up between the northern and
southern eurozone countries. It must, first of all, be quite clear that
should the euro collapse, the return to the national currencies would not
only imply huge financial costs, but would also bring a return to com-
petitive devaluations and different forms of protectionism and therefore
spell the end of the Common Market. In short, it would mark the end
of a sixty-year historical cycle that has guaranteed the Europeans con-
ditions of peace and civil-political and socio-economic progress never
previously experienced. A catastrophe of almost unimaginable propor-
tions for all Europeans, it would also have terrible consequences for the
world as a whole, given the exemplary nature of the European pacifi-
cation process and the decisive role that a united Europe is called upon
to play in the building of a more just, more peaceful and more envi-
ronmentally sustainable world. What the crisis has also shown (and this
is something that the governments themselves and the European insti-
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tutions have realised) is that the single currency cannot survive unless
the monetary union is consolidated and completed with the creation of
an economic union and a political union (which imply, as the first step,
alongside the banking union that is currently being finalised, the cre-
ation of a separate and additional budget for the euro area financed with
own resources, and thus the introduction of an independent power of
taxation in the eurozone).

However, it must be realised that there is also another force, this
time political, that is driving Europe towards disintegration, and it is
generated by a strengthening of opposition to European integration, to-
gether with the emergence of clashes of a nationalistic nature between
European countries: the economically strong countries are accused of
selfishness and, in turn, accuse the economically weak ones of para-
sitism and of failing to implement economic discipline. In this setting,
there are widespread concerns over the hegemonic role of Germany
within the EU, raising uncomfortable memories of a time when Ger-
many’s hegemonic ambitions were the main factor leading to two
world wars. There can be no underestimating the dangerousness of a
spread of these eurosceptic and nationalistic trends, as opposed to the
preservation and advancement of European unification.

The problems at the root of the forces now pushing Europe towards
disintegration are the inefficiency and democratic deficit that have al-
ways characterised the process of European integration but were ac-
centuated by the establishment of the monetary union and have been
exacerbated by the financial crisis and economic-social crisis that be-
gan in 2007. In the current phase, this inefficiency — linked to the fun-
damentally confederal nature of the European institutions (and the im-
pediment represented by the national veto) — translates, above all, in-
to slow and inadequate interventions; meanwhile, the democratic
deficit makes it extremely difficult to exercise solidarity between the
nations and therefore impossible to address the crisis properly, i.e. by
combining the necessary financial recovery with economic develop-
ment that is environmentally and socially sustainable and territorially
balanced.

The crisis has therefore highlighted the need to create, in the euro-
zone, a state power that is democratic (directly legitimated by the citi-
zens) and efficient (equipped with its own recources), both in the fi-
nancial and in the administrative field.

sksksk
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The economic imbalance (accentuated by the current crisis) gradu-
ally created between the weak and strong members of the eurozone, i.e.
between the core group led by Germany (which includes Finland,
Benelux and Austria, with France an intermediate position) and the pe-
ripheral countries (the main ones being Italy, Spain, Portugal, Greece
and Ireland), is one of the most disruptive influences to have emerged
in this general framework of inefficiency and democratic deficit. This
imbalance (which clearly goes against the commitment to economic so-
cial and territorial cohesion enshrined in the European Treaties as a fac-
tor able to contribute to expansion of the internal market) is reflected
in a number of differences in terms of growth rates, unemployment lev-
els, the states’ internal imbalances, poverty belts, levels of productivi-
ty and competitiveness, trade and balance of payments imbalances,
borrowing and bond rate spreads; and the reason for it is the precarious
state of the euro. Crucially, there is a very real risk that it could cause
struggling countries to default on their sovereign debts; this would in-
evitably lead to their withdrawal from the single currency and trigger
the start of Europe’s economic disintegration.

In the same way as the presence of internal imbalances generates
regional nationalism within the states (Italy is a case in point), the pres-
ence of economic imbalances within Europe is, more than anything
else, the factor responsible for growing nationalistic tendencies that are
undermining European integration on a political level. As already men-
tioned, in the struggling countries there are inevitably emerging na-
tionalistic grievances against the strong countries, which are felt to
benefit from integration at the expense of the weak ones (in this sense,
Germany, the strongest of the strong and suspected or openly accused
of having hegemonic tendencies, is a particular target). Nationalistic
tendencies are emerging in the strong countries, too, both as a reaction
against the accusations levelled by the peripheral countries, and be-
cause the struggling countries, on account of their economic ineffi-
ciency, are seen as a millstone around the necks of the strong ones and
an obstacle to the growth of Europe as a whole.

Having clarified all this, the priority must be to specify the route
that needs to be followed in order to overcome the inefficiency of Eu-
ropean unification and, therefore, the unacceptable economic and terri-
torial imbalances that characterise it and are hastening its disintegra-
tion. Clearly, the challenge is to succeed in switching from essentially
negative economic integration (meaning the elimination of obstacles to
the free movement of goods, persons, services and capital) to a form of
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economic integration that can also be defined positive (i.e. based on the
introduction of strong supranational policies designed to address the
imbalances that are inevitably produced by a market that is not ade-
quately governed). The creation of the single market, of which the
monetary union is an absolutely necessary part, above all because it
eliminates the protectionism related to exchange rate fluctuations, has
certainly been a key factor in the economic development and, therefore,
progress linked to the enlargement of the European market. But, while
the formation of an economy of European (and, in many ways, global)
dimensions has, inevitably, substantially reduced the efficacy of na-
tional instruments of economic governance, this trend has not been
countered by the establishment of European instruments capable of im-
plementing an effective policy of economic, social and territorial cohe-
sion or a counter-cyclical policy, which could prove extremely effec-
tive only in a system that is integrated at European level. In short, cre-
ating an economic union of countries with vastly differing growth, pro-
ductivity and efficiency levels, without also introducing the structural
solidarity that is represented, albeit in an very embryonic form, by the
so-called structural funds, was always bound to result, even in a con-
text of overall growth of the European economy, in the severe imbal-
ances that we are now seeing and that, as mentioned, are at the root of
the instability of the euro and the spread of nationalistic tendencies.

It has to be pointed out that some of the blame for the imbalances
between the European countries lies with the states themselves (being
linked to phenomena such as waste, parasitism, corruption, tax evasion,
widespread illegality, and inefficient public administration), which
therefore have no choice but to embark on a serious process of restruc-
turing and reform. However, as shown by all rigorous and objective
studies dealing with the issue of the states’ internal imbalances (i.e.
studies not tainted by national or regional prejudices), these problems
are actually an additional factor with respect to the central (and sys-
temic) problem that is the lack of true positive economic integration. It
should also be pointed out that a European system of structural soli-
darity would (for example by establishing the conditions for rebalanc-
ing interventions) be able to put pressure on the states to implement na-
tional restructuring and recovery programmes.

In concrete terms, switching to positive economic integration
would today amount to going beyond stopgap measures, such as the
bailout fund, the fiscal compact, a more active role for the ECB, the
provision of aid to countries in difficulty, and so on, all of which fail to
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get to the root of Europe’s weakness. In other words, it would amount
to overcoming the situation of a monetary union without an economic
government — which is the same as saying without a state, given that
structural redistribution is a fundamental aspect of democratic state-
hood —, which the federalists have always recognised as untenable.
Having a European economic government means creating a fiscal
union among the eurozone countries, equipped with a European trea-
sury that can act as a lender of last resort. It also means having a supra-
national budget to allow the adoption, at European level, of measures
geared at bringing about a revival of environmentally and socially sus-
tainable and territorially balanced growth, and therefore European tax-
es and eurobonds capable of at least tripling the EU budget, which cur-
rently does not even amount to 1 per cent of the European GDP. It al-
so entails close European supervision of banks. In short, it means hav-
ing the capacity to impose strict financial discipline in a context of sol-
id and consistent growth and effective solidarity. Obviously, a true Eu-
ropean economic government implies a substantial transfer of sover-
eignty, in the macroeconomic and fiscal sectors, from the states to Eu-
rope and, therefore, an efficient and democratically legitimate suprana-
tional institutional system. In short, what is needed is an executive
power legitimised by the vote of the European citizens, a legislative
system based on full codecision between the EP and the Council, and
the elimination of all forms of national veto.

keksk

In short, the federal solution is the only one that, by resolutely ad-
dressing the imbalances between the strong and the weak countries that
are undermining the single currency and fuelling opposing nationalis-
tic tendencies, can save the process of European integration. It also rep-
resents the framework for overcoming the issue, fraught with dangers,
of relations between Germany and its European partners. Indeed, the
emergence of a real prospect of harmonious development for all the
European countries would inevitably lay to rest the concerns over Ger-
many’s economically dominant position. Moreover, upon the transition
from a prevalently confederal to a federal system the political problems
linked to demographic size would be relativised (it is not Germany’s
fault that it has the largest population of all the EU countries), since de-
cisions would, without exception, be taken by a majority (there would
be no national vetoes), albeit with the application of the weighting sys-
tems typical of federal voting mechanisms.
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While there can be absolutely no doubt that European federation is
both necessary and urgent, the problem now is how to secure, from the
governments, the decision to accomplish this objective, which was indi-
cated as far back as the Schuman Declaration and has been deferred ever
since. In this regard, it must be specified that Germany, although more
or less directly accused of having a selfish attitude and being opposed to
the provision of aid to the weakest countries, is actually openly in favour
of the federalist route. Moreover, the great majority of German politi-
cians maintain, quite rightly, that federal political union is the crucial
precondition for the creation of a European economic government,
which would imply the creation of structural solidarity by the strong
countries for the weak ones. They in fact make it perfectly clear that the
transfer of resources implicit in the concept of effective and solidarity-
based governance of the European economy must be accompanied by a
transfer of powers to supranational level, so as to make it possible to
monitor the correct use of aid granted and avoid instances of parasitism;
this would clearly encourage greater commitment to internal restructur-
ing, rather than a perpetuation of the current waste and inefficiency.

On the other hand, it must be pointed out that resistance to the fed-
eral leap forward comes, if anywhere, from France. Indeed, at the time
of the negotiations that led to the single currency, there was quite wide-
spread opposition in France to Kohl’s request that the construction of
the economic and monetary union be accompanied by serious steps to-
wards political union. Today the French government insists on the ab-
solute need for a European economic government, and thus for the
transition to positive integration that implies solidarity-based growth,
but it will not go so far as to accept, unequivocally, the transfer of sov-
ereignty to a supranational democratic (i.e. federal) system, instead dis-
playing its usual attachment to confederal intergovernmentalism. In
this setting, a fundamentally important role could be played by Italy,
which at decisive points in the European integration process, has re-
peatedly proved able to strengthen the initiatives launched by the Fran-
co-German leadership and render them more advanced in a democrat-
ic-federal sense. The current phase, which sees the destiny of Europe
hanging in the balance, lends itself absolutely to a decisive interven-
tion on the part of the Italian government, which should put pressure on
the French and German governments to agree to launch, between the
countries of the eurozone and those that intend to join it, a constitu-
tional pact to introduce financial restructuring, solidarity-based growth
and a democratic-federal framework.
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Obviously, such a role, on the part of Italy, will be effective only it is
accompanied by strong and concrete commitments to internal restructur-
ing and reform (in particular to reducing the national debt, combatting
waste and tax evasion, increasing efficiency in the public sector, and ra-
tionalising the political institutions). It is a real problem for the govern-
ments of the strong countries, the German one in particular, to get pub-
lic opinion at home to accept the idea of solidarity-based European fed-
eralism, given that they have to overcome the kind of reactions typical-
ly displayed by strong regions towards weaker ones (one need only think
of the attitude of public opinion in northern Italy towards southern Italy).
For this reason, it is crucial to ensure that public opinion in these coun-
tries is able to appreciate that the introduction of such a system goes
hand in hand with the achievement of real advances (in terms of restruc-
turing, reform and modernisation) in the more backward countries.

The final point to underline is that, while the depth of the crisis fac-
ing Europe is undoubtedly a fundamental factor in creating the condi-
tions for highly advanced choices by the governments, there is another
factor that must also be present and active: namely the application of
pressure from grassroots level.

In the present phase, in which “European federation now” is the on-
ly valid response to a crisis that threatens to spell the end of European
integration, the federalists have decided to press for a constituent
process that radically overcomes the unanimity rule. This implies the
taking of three crucial decisions: i) the states willing to take part, and
those in whose vital interests it is to do so (namely, the eurozone mem-
ber states and the countries wanting to join the single currency), must
make the decision to start this constituent process and, thus, to create a
federation within the confederation (i.e. within the broader EU com-
prising all the member states, which would obviously all retain the
rights already acquired and would be guaranteed the possibility of join-
ing the federal vanguard at a later date, should they wish to do so); ii)
it must be agreed that voting within the constitutional convention that
these countries will be required to convene will be by majority and not
by consensus; iii) it must also be agreed that there will be no modifica-
tion of the draft Constitution by ICG prior to starting the process of its
ratification, and that its ratification will be by a referendum to be held
simultaneously in the countries that participated in its drafting.

The EP also has a decisive role to play in getting the governments to
start the above-outlined constituent process of the federal union. Indeed,
the EP must show that it is absolutely committed to the implementation
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of a European plan for environmentally and socially sustainable eco-
nomic growth based on investments in infrastructures, environmental
reconversion of the economy, the use of renewable energy sources, re-
search and innovation — a plan to be financed from European own re-
sources (generated by taxes, such as the proposed taxes on financial
transactions and on CO, emissions, and by the issuing of euro project
bonds). At the same time, the EP should submit an exhaustive proposal
for modification of the EU Treaties that amounts to the introduction of
a European federal Constitution for the eurozone. In addition, it must al-
so organise interparliamentary Assizes through which to win support for
this proposal among national MPs, in such a way as to turn the 2014 Eu-
ropean elections into an opportunity to obtain popular legitimation of
the constitutional proposal. These initiatives would favour the conven-
ing of a Constitutional convention to ratify the draft Constitution.

To encourage these developments (made extremely complex by the
need to work out differentiated forms of European institutional inte-
gration for the eurozone and non-eurozone countries and, in particular,
to resolve the issue of the differentiated functioning of the European
Parliament), the aim of federalist action now is to try to achieve sys-
tematic mobilisation of all those (in the parliamentary groups, political
forces, social and economic forces, general public, local administra-
tions and world of education and culture) who are in favour of the Eu-
ropean federation. This mobilisation is being sought through an exten-
sive campaign for European federation now.

On the basis of the experience acquired over seventy years of unwa-
vering commitment and unstinting effort, we know that the MFE will, as
ever, do its duty and are confident in its reaching the final victory.
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A Budget for the Euro Area:
Objectives, Procedures
and Institutions

DOMENICO MORO

1. The Cost of Today’s Intergovernmental Europe

The origin of the economic and financial crisis afflicting the EU is
political, not economic. In 2008, when the American subprime crisis
spread to the rest of the industrialised world, the ratio of gross public
debt to GDP in the euro area, the USA and Japan was 70.0 per cent, 71.6
per cent, and 195.5 per cent, respectively.1 In 2012, these values stood at
93.1 per cent, 105.0 per cent and 238.4 per cent; this, together with the
fact that the crisis continues to bite in Europe, whereas the USA and
Japan, albeit slowly and thanks to questionable economic policies, are
overcoming it, shows that the market penalises Europe not for its sover-
eign debt, but rather for the absence of any European federal sovereign-
ty. The economic and financial crisis has, in fact, shown that the market
behaves differently towards monetary unions that have a government
than towards those that still do not: in the case of the EU, it punishes the
intergovernmental method of eurozone economic governance. More-
over, the intergovernmental method is proving to be increasingly dam-
aging also to the single member states that are bent on pursuing it. In a
situation characterised both by the absence of a federal budget to support
a policy of economic growth and by the constraints of the Stability and
Growth Pact (SGP) and fiscal compact, if the European economy as a
whole is in recession, states that continue to fail to comply with the SGP
inevitably find themselves having to persist with pro-cyclical policies, in
this case recessionary, thereby triggering a vicious cycle of ever-wors-
ening economic problems. On the other hand, in today’s intergovern-
mental Europe, the states that are in a better position, like Germany, are
reluctant to pursue a development policy, for fear of later finding them-

1'In 2012, the ratio of net public debt to GDP for these three areas was, respective-
ly, 70.1 per cent, 78.4 per cent and 138.9 per cent.
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selves in difficulty in the event of a slowdown in their economic growth.
Paradoxically, even though the financial crisis has clearly shown that the
Maastricht Treaty and SGP are unable to give the EU the instruments it
needs to respond effectively to severe crises like the present one, the Eu-
ropean governments have continued to seek answers through intergov-
ernmental methods, even stepping outside the framework of the existing
Treaties, thereby compounding the European democratic deficit. How-
ever, 2012 saw a dawning realisation, among the European institutions
and governments, of the inadequacy both of the existing measures and,
above all, of the institutional framework in which they are implemented.
On 26 June 2012, the heads of state and government, due to meet the fol-
lowing 28-29 June, were sent a report entitled “Towards a Genuine Eco-
nomic and Monetary Union” drawn up by the President of the European
Council in collaboration with the Presidents of the Commission, the Eu-
rogroup and the European Central Bank (ECB). This report proposed “a
vision for a stable and prosperous EMU based on four essential building
blocks:” an integrated financial framework, an integrated budgetary
framework, an integrated economic policy framework, and a strengthen-
ing of democratic legitimacy and accountability.2 A positive effect of this
report was that it started a debate among the European institutions, in-
cluding the European Parliament, which resulted in a renewed affirma-
tion that the ultimate objective behind the banking union, fiscal union
and economic union proposals is that of political union, even though the
nature of this union was not specified in detail and, above all, its reali-
sation was envisaged only after the creation of the other three “unions.”
In the context of this same debate, the European institutions, including
the Parliament, have started to acknowledge the fact that the euro area
must have a separate budget of its own.

One point, however, must be absolutely clear. If it is true, as
claimed in a recent European Commission document,? that the Six
Pack and the Two Pack have effectively exhausted all scope for im-
proving prevention measures and procedures for correcting national
budgets within the existing Treaties, it is also true that the two inter-
governmental treaties establishing the European Stability Mechanism
(ESM) and the fiscal compact have exhausted all scope for creating
“treaties outside the Treaties”, i.e. without radically changing the orig-

2 European Council, Conclusions, Brussels, 29 June 2012, EUCO 76/12.
3 European Commission, 4 blueprint for a deep and genuine economic and mone-
tary union - Launching a European Debate, COM(2012) 777, 28 November 2012.
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inal design that has been the basis of the European construction ever
since the birth of the ECSC. What we have now, following the latest
measures, has been called “a delegitimised bureaucratic monster.”* The
time has come for Europe to choose: either to advance towards the Eu-
ropean Federation, or to remain on the fringes of world affairs.

This paper analyses the measures that it proved possible to take
within the framework of the Treaties and then those that had to be ap-
proved outside it, before finally discussing the prospect of equipping
the eurozone with its own budget.

The Evolution of Economic Governance within the Existing Treaties:
the Six Pack and the Two Pack.

The Six Pack, consisting of five regulations and one directive, was
approved in late 2011.° Under the regulation dealing with preventive
measures and reform of the SGP, which gives the “European semester”
a legal basis, the Commission, at the start of each year, is required to pre-
sent an annual growth survey. On the basis of this survey the European
Council draws up economic and fiscal policy guidelines both for Europe
and for the single member states, in the latter case setting in motion the
mechanism of surveillance of the budgetary policies of the states, which
are required to submit “national reform programmes” (taking into ac-
count the “EU 2020 Strategy”) and “stability and convergence pro-
grammes”, setting out their medium-term objectives. In the case of coun-
tries with a public debt exceeding 60 per cent of their GDP, the budget
objectives will be assessed taking into consideration the expected im-
provement of the structural deficit, which must amount to at least 0.5 per
cent of GDP per year (without considering cyclical effects and one-off
measures). In particular, the regulation modifying the corrective arm of
the SGP requires countries whose debt-to-GDP ratio has exceeded 60 per
cent to show that they have implemented measures capable of reducing

4 Fabrizio Saccomanni, Verso una vera Unione economica e monetaria?, 10 January
2013. Talk given at the Rotary Club of Reggio Emilia.

3 Two regulations reform the Stability and Growth Pact (SGP), the first giving the “Eu-
ropean semester” a legal basis, and the second strengthening the system for correcting ex-
cessive deficits (regulation n. 1175/2011 and n. 1177/2011); the third envisages a system of
sanctions for states that violate the SGP (n. 1173/2011); the fourth introduces a procedure
for the prevention and correction of macroeconomic imbalances in the EU (n. 1176/2011),
and the last provides for a system of sanctions for excessive macroeconomic imbalances ap-
plicable only to the eurozone countries (n. 1174/2011). Directive 2011/85/EU, on the other
hand, sets out requirements for budgetary frameworks of the member states.
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it at an adequate pace, i.e. at an annual rate of at least 5 per cent over the
previous three years. By the end of June each year the Commission pro-
poses country-specific economic and budgetary policy recommenda-
tions; countries found to have an excessive deficit are informed and the
Council may formally invite them to take appropriate measures.

The last two Six Pack regulations introduce, for the first time in the
European context, the concept of macroeconomic surveillance and, like
the SGP, they comprise, on the one hand, a preventive arm and a cor-
rective arm to deal with excessive macroeconomic imbalances and, on
the other, a system of sanctions imposable on euro area countries fail-
ing to implement the necessary corrective measures. The Commission
will carry out periodic assessments based on indicators of internal im-
balances (public and private debt, the evolution of bond and real estate
values, unemployment levels, etc.) and external imbalances (current ac-
count balances, foreign investment trends, real exchange rates, evolu-
tion of export market shares, evolution of costs and prices, etc.). Should
an “excessive imbalance” be found to exist, the Council, upon the rec-
ommendation of the Commission, will request the country concerned to
take corrective action within a specified period of time, and in accor-
dance with a plan of action that the Council will first have approved.
With regard to this second, corrective, part of the procedure, a state re-
peatedly failing to implement the Council’s recommendations will be li-
able to a fine amounting to 0.1 per cent of its GDP. The decision to im-
pose a fine — to which only eurozone countries are liable — is reached
by the Commission and, unless opposed by a qualified majority of
member states, taken as approved by the Council. Finally, Directive
2011/85/EU introduces stricter requirements on budgetary frameworks
including the requirement to supply cash-based data on a monthly basis
in order to ensure better control of national public finances.

The Two Pack comprises two regulations, approved by the Euro-
pean Parliament on 12 March 2013, which apply only to the countries
of the euro area. One concerns countries in severe financial difficulties
receiving or needing to receive assistance from: one or more other
states, the IMF, the European Financial Stability Facility (EFSF) or the
ESM. The other relates to the prevention and correction of excess
deficits in eurozone countries.® Under the first of these regulations, the

6 The Commission, to avoid unnecessary overlaps with the provisions of the Six
Pack, has clarified the extent to which the two packages of measures will be made com-
plementary.
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Commission, on the basis of its assessments, can decide to step up sur-
veillance of a country that risks finding itself in a situation of financial
instability and may ask the Council to recommend that the said coun-
try requests financial assistance. Once a member state has requested as-
sistance, it, together with the Commission, must draw up an adjustment
programme aimed at re-establishing a healthy and sustainable econom-
ic situation. The second regulation entitles the Commission to issue an
opinion on the budget of the state concerned, before it is submitted to
its national parliament for approval. According to the timetable estab-
lished by the regulation, by 15 April each year, every member state
must submit a medium-term budgetary framework drawn up on the ba-
sis of independent macroeconomic forecasts, while the draft budget for
the following year must be published by 15 October each year. If the
Commission finds that the proposed budget does not respect the finan-
cial policy obligations laid down in the SGP, it will ask for it to be re-
viewed. The budget must be approved by 31 December each year.

The innovative feature of the Six Pack and the Two Pack lies in the
fact that the Commission, on the basis of a more stringent schedule and
the adoption of severe measures by the member countries, is required
to express a preliminary opinion on national budgetary policies and, in
the case of countries with excessive macroeconomic imbalances, to
agree on plans for reform. In addition, these measures endeavour to
make the system of sanctions more streamlined and automatic. Indeed,
in principle, the Council is required to support the Commission’s deci-
sion to impose a penalty on a defaulting member state and may reject
the decision only if a qualified majority of the states votes against it (re-
verse qualified majority).

The Evolution of Economic Governance outside the Existing Treaties:
the European Stability Mechanism and Fiscal Compact.

The market, in the absence of a vigorous European policy for man-
aging the current crisis, translated the persistent political and econom-
ic uncertainty into continuously rising interest rate spreads on govern-
ment bonds issued by the most heavily indebted countries. As a result,
the interest rates on these bonds reached levels far higher than those
normally recorded by the bonds of financially struggling member states
of existing federations. Pressured by the markets, the European gov-
ernments were forced to put mechanisms in place to defend the euro,
which they did in three stages, differentiated by the adoption of three
different instruments, including two new treaties. In chronological or-
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der, on 9 May, 2010 the eurozone member states decided to establish,
temporarily, the European Financial Stability Facility (EFSF), which
can issue bonds or other debt instruments on the market in order to
raise the funds needed to provide loans to euro areas countries in fi-
nancial difficulty, recapitalise banks or buy sovereign debt.” However,
in a context of continuing financial instability it was immediately clear,
since the EFSF was established only for a limited period — it is due to
expire this year —, that the market would accept only measures de-
signed to guarantee structural stability within the eurozone; therefore,
the heads of state and government, less than six months later, were
forced to hurriedly take steps to set up a permanent financial crisis
management mechanism, in place of the EFSF. Thus, the European
Council of 28-29 October 2010 had to launch the Treaty establishing
the European Stability Mechanism (ESM).® better known as the
“bailout fund.” In the meantime, during the European Council of 9 De-
cember 2011, 25 EU countries (the UK and the Czech Republic did not
participate), acknowledging the British opposition to the adoption of
measures for coordination of budgetary policies and for deficit and
public debt reduction, alongside the Council, decided to adopt the so-
called fiscal compact.”?

Unfortunately, the press and the mass media in general tend to talk
about Europe only when Europe is demanding sacrifices and not when
it is advancing towards the achievement of institutions, like the ESM,
that are capable of promoting active policies for the economic and fi-
nancial governance of the eurozone. Cohn-Bendit, at odds with the
French Socialist Party which, had, at first, intended to vote against the
ESM, remarked that this institution can be seen as the embryo of a fu-
ture treasury,!” albeit one limited to the eurozone countries. Not long

7 From the legal standpoint, this is a private company under Luxembourg law whose
partners are the countries of the eurozone (See: ECB, The European Stability Mecha-
nism, Monthly Bulletin, July 2011).

8 Formally, two treaties were signed with the same name, one on 11 July 2011 and
the other on 2 February 2012. The ESM is established as permanent intergovernmental
organisation under public international law and based in Luxembourg.

9 European Council, Statement by the Heads of State or government of the euro area,
Brussels, 9 December 2011; ECB, 4 Fiscal Compact for a Stronger Economic and Mon-
etary Union, Monthly Bulletin, May 2012, pp. 79-94.

10« a création du MES est un premier pas vers une Europe fédérale avec son propre
Trésor public et un budget conséquent.” The quotation is taken from Mécanisme euro-
péen de stabilité: la bourde historique de la gauche, Le Monde, 25 February 2012.
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afterwards, the IMF made a similar point.!! Indeed, the ESM: 1) can
borrow on the capital market: these loans — it matters little what name
they are given — would be something along the lines of US treasury
bonds; 2) it can use the resources it has to recapitalise (through the in-
termediary of loans to member states) banks and insurance companies
that are in difficulty (following the signing of the fiscal compact and
the creation of the banking union, it will, subject to a formal request for
assistance from the ESM by a state in financial difficulties, be able to
contribute directly to the recapitalisation of financial institutions,
adopting a policy comparable to the bailouts of AIG and Fannie Mae
and Freddie Mac by the US Treasury); 3) it can use its resources to re-
duce the difficulties of the eurozone countries and in this sense would
be providing something similar to US intergovernmental grants, al-
though only in some respects, given that if would be providing loans
and not subsidies; 4) it can purchase the bonds of struggling states, both
on the primary and on the secondary market: in this case, it would even
have more powers than Federal Reserve System, which cannot buy, on
the primary market, bonds issued by states of the American federation;
5) finally, it is worth noting a major difference between the EMS and
the EFSF: because of the different legal nature of these two institutions,
their issuing of bonds on the European capital market would have a dif-
ferent impact in statistical terms. In the case of the EFSF, the debt
would be allocated, pro rata, to participating states, thus increasing the
size of the public debt of the eurozone. In the case of the EMS, on the
other hand, it would be considered the debt of a “European institution”
and would not therefore be allocated to the member states. The public
debt incurred by the EMS would therefore be, to all intents and pur-
poses, a European debt.'?

As already mentioned, because of the inadequacy of the SGP as a
means of enforcing fiscal discipline, the heads of state and government
had to introduce additional rules that, lacking the agreement of all twen-
ty-seven members, had to be approved in a separate Treaty, namely the
Treaty on Stability, Coordination and Governance in the Economic and

11 Stijn Claessens, Ashoka Mody, Shain Vallée, Paths to Eurobonds, IMF Working
Paper, WP/12/172, July 2012.

12 See: Committee on Monetary, Financial and Balance of Payments Statistics,
CMFB Opinion on the Recording in National Accounts of the European Stability Mech-
anism (ESM), 10 March 2011; European Commission, Eurostat’s Preliminary View on
the Recording of the Future European Stability Mechanism, 7 April 2011.
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Monetary Union, of which Title III is the fiscal compact. The aim of this
Treaty is to reinforce fiscal discipline, especially in the eurozone coun-
tries, by further strengthening the SGP, already strengthened by the Six
Pack and the Two Pack. The main new elements are the following: on
the one hand, the balanced budget rule, which must be incorporated into
the states’ respective constitutions, and the automatic correction mecha-
nism (to be based on a set of principles which the European Commission
will propose), which must be transposed into national law; and, on the
other, the strengthening of the excessive deficit procedure. The balanced
budget criterion will be deemed met if the annual structural deficit is in
line with the medium-term objectives, as defined in the SGP’s preven-
tive provisions, and does not exceed 0.5 per cent of GDP.!* Every mem-
ber state, in the event of another state violating the new rules, may call
upon the Court of Justice to enforce the budget balance and correction
mechanism rules. Furthermore, the Treaty does not include the obliga-
tion to reduce debt exceeding 60 per cent of GDP according to a numer-
ical parameter, i.e. a mean annual rate of 5 per cent of accumulated debt.
The other innovation introduced by the Treaty is the more efficient and
automatic triggering of the procedure for remedying an excessive deficit.
Indeed, the procedure, launched on the initiative of the Commission, can
be blocked only if the eurozone members of the European Council, de-
ciding by a qualified majority, vote against it. Finally, provision is made
for further measures to improve coordination of national budgetary poli-
cies, and thus to promote the convergence and competitiveness of the
European economies.'* The Treaty’s most important innovation, howev-
er, is the rule on its entry into force. The Treaty will come into effect
when twelve of the seventeen euro area members have ratified it, and
thus on the basis of a qualified, not a unanimous, majority, which will be
an absolute first in the European setting. Overall, these are significant
measures that, as pointed out, are not found even in existing federa-
tions.! But this only makes their incorporation into the framework of a
federal democracy even more urgent.

13 In the case of countries with a government debt lower than 60 per cent of GDP, a
higher deficit is allowed (i.e. of 1 per cent).

14 These are targets already noted in the Euro Plus Pact, even though the provisions
of the latter are not legally binding, the policies advocated are not clearly specified and
no concrete objectives are set (See: ECB, 4 Fiscal Compact for a Stronger Economic and
Monetary Union, Monthly Bulletin, May 2012, pp. 79-94).

15 Federico Fabbrini, The Fiscal Compact, the “Golden Rule”, and the Paradox of
European Federalism, http://papers.ssrn.com/sol3/papers.cfm?abstract id=2096227.
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The Lisbon Treaty has Already been Overtaken by Events.

The “reverse qualified majority” principle was introduced with a
view to making the adoption of measures more streamlined and auto-
matic, but, as pointed out by the ECB, the regulations provide for a pro-
cedure that sanctions excessive deficits, but not violations of the pub-
lic debt rule.!® Furthermore, in spite of the approval of the Six Pack and
Two Pack rules, some weaknesses remain in the implementation of fis-
cal policy in the single member countries, namely: the greater com-
plexity of the new, strengthened, structure of fiscal governance (which
risks reducing its transparency and enforceability and, ultimately, its
accountability); the clause on the many “exceptional circumstances”
that can temper decisions on the presence of an excessive deficit or
debt; a lack of automaticity in the identification of failures to comply
with the enhanced SGP; the need for the necessary national political
will in order to implement, effectively, sound fiscal policies; and the
need for a real will, on the part of the Commission, to establish the ex-
istence of excessive deficits and to act on requests for adoption of the
necessary corrective measures.

Indeed, taking, for example, the measure that, more than all the oth-
ers, really ought to encourage the member states to pursue virtuous
policies — i.e. the system of sanctions —, it has to be noted, also in the
light of the fact that the larger countries are the worst offenders,!” that
this stage in the procedure has never yet been reached. Here, we are re-
ferring not only to 2003, when France and Germany, having both ex-
ceeded the deficit ceiling of 3 per cent, agreed, with Italy’s support, to
loosen the constraints of the SGP, but also to the more recent approval
of the 2014-2020 European financial framework. It has been suggested
in the press that, on that occasion, Germany suggested that the exces-
sive deficit procedure against France need not be initiated, providing
France agreed to a reduction in its funding.!® It is always worth re-
membering that what really matters in order to ensure that the financial
rules are respected by the different levels of government is not so much

16 ECB, The Reform of Economic Governance in the Euro Area — Essential Ele-
ments, Monthly Bulletin, March 2011.

17 France, for example, has complied with the deficit rule in only seven out of the
nineteen years since it came into effect (See: Samuel Laurent, 4 ['origine de la “régle
des 3%", la France l’a souvent ignorée, Le Monde, 14 February 2013).

18 Adriana Cerretelli, Meno rigore meno crescita, lo strano patto franco-tedesco, 11
Sole 24 Ore, 16 February 2013.
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the size of the penalty as its certainty (as is true in the prevention of
wrongdoing generally). Indeed, the SGP is not working as it should
precisely because this condition is lacking, and it is lacking for a very
simple reason: the fact that art. 126, paragraph 11 of the Treaty on the
Functioning of the European Union stipulates that it falls to the Coun-
cil to decide whether or not sanctions must be imposed on countries
that do not respect the SGP constraints, in other words, to an institution
in which the parties involved are represented. This is the only possible
explanation of why Greece, for an entire decade, managed to lie about
its financial situation, without being unmasked. The supposed incom-
petence of Commission officials, initially blamed when the true extent
of the Greek public debt became public, actually had nothing to do with
it; there is nothing the Commission can do in the face of a mechanism
that objectively favours collusion between the countries of the euro
area. If European economic governance, of which the SGP is an im-
portant part, is to work, the European institutional system must be
based firmly on the principle of separation of powers and on their de-
mocratic legitimacy. Therefore, for example, the decision to impose
fines should be entrusted to an institution that is above the states and
independent of them, as the European Commission should be. In the
absence of this distinction between the responsibilities of the various
European institutions, the mechanism of checks and balances, which
serves to guarantee the effectiveness of the rule of law, simply cannot
work.

Finally, there is also a more concrete aspect to be taken into ac-
count. As a consequence of the procedures laid down in the rules here
considered, the period of time that elapses before the excessive deficit
procedure, or procedure for excessive macroeconomic imbalances
(around a year and a half), reaches the stage at which it might be de-
cided to impose sanctions, and also the way in which the SGP really
operates, it is actually the market, rather than the Council, that im-
poses sanctions first. What is more, the penalties envisaged (ranging
from a minimum of 0.1 per cent to a maximum of 0.5 per cent of
GDP) are actually relatively small compared with the additional cost
to the national budget due to the size of the interest spreads inflicted,
by the market, on countries not striving to achieve sound finances.
Without Europe’s intervention, Greece could have ended up paying
much more than Germany does on its government bonds (as much as
20-25 per cent of GDP), while Italy’s spread already stands, today, at
around 2-3 per cent of GDP.



59

2. The Benefits of a Euro Area Budget Funded by Own Resources
and the Urgent Need for the European Parliament to Submit a
Draft Revision of the Treaties that Explicitly Envisages this

It is Generally Agreed that the Lisbon Treaty is Superseded, that the
Euro Area Needs a Budget of its own, and that a Constituent Assembly
Needs to be Convened in Order to Bring this About.

The report entitled Towards a Genuine Economic and Monetary
Union,'® submitted by Herman Van Rompuy to the European Council
of 28-29 June 2012, opened a debate on the prospect — welcomed by
all the main European institutions — of equipping the eurozone with its
own budget.?? In particular, the European Parliament, on 20 November
2012, approved a resolution in which it denounced the limits of the in-
tergovernmental method and argued that “a leap should be made to-
wards a truly federal Europe.” Furthermore, having remarked that “the
completion of a genuine EMU within the Union will require in the
medium term a Treaty change to be completed,” it reserved the right to
make proposals that would subsequently need to be examined by a new
European Convention. In particular, with regard to the euro area, the
Parliament pointed out that “under the existing Treaties the member
states whose currency is the euro can finance an increased Union bud-
get in the framework of the own resources procedure by introducing
specific taxes or fees in accordance with an enhanced cooperation pro-
cedure.”?! Instead, the European Commission, on 28 November 2012,
presented a document entitled A blueprint for a deep and genuine eco-
nomic and monetary union — Launching a European Debate*? which
also highlights the need for the eurozone to create its own, independent
budget and reiterates a number of times that the Treaties have to be
modified, proposing a series of measures and a timetable for imple-
menting them. Finally, on 5 December, ahead of the European Council

19 European Council, EUCO 120/12, 26 June 2012.

20 Jean Pisani-Ferry, Erkki Vihridla, Guntram Wolff, Options for a Euro-area Fiscal
Capacity, Bruegel Policy Contribution, Issue 2013/01, January 2013; Guntram B. Wolff,
A Budget For Europe'’s Monetary Union, Bruegel Policy Contribution, Issue 2012/22,
December 2012; Daniel Gros, The False Promise of a Eurozone Budget, CEPS Com-
mentary, 7 December 2012; Michael D. Bordo, Lars Jonung and Agnieszka Markiewicz,
Does the Euro Need a Fiscal Union? Some Lessons from History, NBER Working Paper,
n. 17380, September 2011.

21 European Parliament, 2012/2151(INI).

22 European Commission, COM(2012) 777, op. cit..
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meeting of 12-13 December 2012, the Presidents of the European
Council, European Commission, Eurogroup and ECB presented their
definitive report on economic and monetary union? The report, after
recalling that the “history and experience of other currency unions
shows that there are various ways of progressing towards a fiscal union
and [that] the EMU’s unique features would justify a specific ap-
proach,” pointed out that “while the degree of centralisation of bud-
getary instruments and the arrangements for fiscal solidarity against ad-
verse shocks differ, all other currency unions are endowed with a cen-
tral fiscal capacity.”

However, even though all the main EU institutions agree that the
time has come for the eurozone to press ahead with the creation of its
own budget, the means of financing it remain to be defined, as do its
tasks. Furthermore, critically, the timetable envisaged for its imple-
mentation is too long to allow it to represent an answer to the ongoing
economic and financial crisis, and the dramatic social consequences
this is having.

The Key Importance of a Euro Area Budget Financed by Own Resources.

The reasoning of those who advocate the creation of an adequate
budget for the eurozone countries stems from the fact that the Maas-
tricht Treaty has not proven effective in the face of the current major
economic crisis. The Treaty envisaged that the eurozone countries
would take advantage of normal economic times to keep their budgets
practically balanced or in surplus, so as then to have sufficient resources
to rely on during economic downturns. What actually happened, how-
ever, was that many countries used the higher fiscal revenues generated
in favourable economic phases to reduce taxes or spend more; as a re-
sult, in negative phases of the cycle, they found themselves with no
choice but to pursue pro-cyclical policies, increasing taxes or cutting
spending. But the present financial crisis, in the absence of a federal
budget, has not even spared countries with sound public finances: Spain
and Ireland both complied with the terms of the Treaty (recording, be-
fore the subprime crisis, a public debt/GDP ratio of 40 and 25 per cent,
respectively), and yet their low public debt was not enough to protect
them from the ferocity of the real estate crisis that overwhelmed them,
and both eventually had to be bailed out by the European Union.

2 http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/134069.pdf.
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The debate has also drawn in research centres and European intel-
lectuals. As a rule, their reflections start from the observation that the
euro area is the first example, in history, of a centralised monetary
union in which fiscal policy remains the sole responsibility of the mem-
ber states. Given that it concerns a new institutional formula, it is in-
evitable that debate over how the future eurozone fiscal union should
be structured will give rise to differences of opinion on the right mod-
el to pursue. However, the current debate has at least made it possible
to highlight that the euro, to survive, needs a fiscal union and that in
turn the fiscal union, to work, demands the meeting of a series of con-
ditions, namely those indicated by a study that analysed the experience
of five existing federations: Argentina, Brazil, Canada, Germany and
the USA. The economist Michael Bordo?* and others have identified
five conditions that, for the sake of clarity, are here listed in a slightly
different order from that in which they were originally presented: 1) a
degree of revenue and public expenditure for the member governments
that reflects the preferences of their citizens; 2) the ability to learn from
mistakes and adapt to changing economic and political circumstances;
3) credible commitment to a no-bailout rule; 4) the creation of a euro
bond market guaranteed by taxes collected at supranational level; and
5) an efficient European system of transfers between member states de-
signed to benefit countries subject to asymmetric shocks. If we consid-
er the experience of the EU and, in particular, of the euro area coun-
tries, we can say that, looking at the considerable extent of public
spending at national level, the first condition is undoubtedly met,
whereas the second, since the explosion of the Greek debt crisis, has
started to be met. Instead, in the framework of the current Treaties and
as shown by the Greek situation, the condition of credible commitment
to a no-bailout rule is not met, given that, contrary to what occurs in the
existing federal systems, the eurozone, not having a federal budget to
safeguard the economic and monetary union, cannot intervene to help
a member state in difficulty without running the risk of triggering the
collapse of the entire monetary union. If the eurozone decides to con-
firm the provisions of the existing Treaties, a credible commitment to
the no-bailout rule will be possible only in the presence of a separate
budget for the eurozone. An adequate budget for the eurozone countries
is also the prerequisite for meeting the last two conditions listed above.

24 Michael D. Bordo, Agnieszka Markiewicz, Lars Jonung, Does the Euro Need a
Fiscal Union?, op. cit..
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The second aspect of the debate over the question of a eurozone bud-
get concerns the role of federal fiscal policy in avoiding excessive fluc-
tuations in per-capita levels of income and consumption in the event of
regional economic shocks. In this regard, some contributions have
looked at the role played by risk-sharing mechanisms in smoothing the
effects of these shocks on income levels; risk-sharing mechanisms can
be divided into, on the one hand, public policies such as welfare and fed-
eral fiscal policy and, on the other, actions of the market, such as port-
folio choices, decisions on direct investments, access to the credit mar-
ket and workforce migrations. A pioneering study focusing on the US
federation in the period 1963-1990 found that “39 per cent of shocks to
gross state product are smoothed by capital markets, 13 per cent are
smoothed by the federal government, and 23 per cent are smoothed by
credit markets. The remaining 25 per cent are not smoothed.”> Obyvi-
ously, if market mechanisms and public policy instruments are to be able
to work adequately, a number of conditions have to be in place, such as
the presence of a stable and fully integrated continental financial market,
the absence of balance of payments constraints, and, above all, the exis-
tence of a federal budget. According to the risk-sharing model quoted
above, almost two thirds of the shock are smoothed by the market, as op-
posed to less than a sixth by federal budget policy. However, what
should really be highlighted here is not so much the entity of the role
played by each of the three conditions just mentioned, as their relative
importance and, above all, the importance of the related institutional as-
pects. A financial and monetary market that is fully integrated on a con-
tinental scale helps to smooth the negative effects on income levels of a
regional shock far more than the budget laws of a single member coun-
try can. This means two things: on the one hand, that financial market in-
tegration and stability help to reduce the amount of public resources
needed to smooth the impact of regional shocks on per-capita levels of
income and consumption and, on the other, that the establishment of a
eurozone budget that makes it possible to intervene to minimise the ef-
fects of an asymmetric shock is, for the market, a guarantee that the re-
gion experiencing a negative cycle does not risk having to leave the eco-
nomic and monetary union. Therefore, the public leverage (government
intervention) has a positive multiplicative effect far exceeding its size in

25 Pierfederico Asdrubali, Bent E. Sorensen, Oved Yosha, Channels of Interstate
Risk Sharing: United States 1963-1990, The Quarterly Journal of Economics, MIT Press,
(1996), 111(4), pp. 1081-1110.
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absolute terms. What all this means, transferring the reasoning to the Eu-
ropean setting, is that had the eurozone had a federal budget funded by
European taxes, the cost of the public intervention necessary in the case
of the Greek, Irish, Portuguese and Spanish crises would have been sig-
nificantly lower than it actually was, and significantly lower also than
the cost of these countries’ spiralling national debts following the finan-
cial crisis. However, it is important not to draw the wrong conclusions
from the above study, such as the idea that the limited role of the feder-
al budget in smoothing regional shocks makes achievement of financial
stability apriority objective.20 It is, after all, the use of the federal budget
to counter regional shocks that makes it possible, in turn, to make the
best use of the market mechanisms and minimise the mobilisation of
public resources; in other words, it is the upstream political choices that
enable optimal market functioning, not the other way round.

This is why support must urgently be thrown behind the creation of
a eurozone budget, providing two conditions are met: the first is that this
budget be additional to the current EU budget; and the second is that,
once it has been incorporated into the current Treaties, it be subject to
the provisions of the Treaty on Stability, Coordination and Governance
in the Economic and Monetary Union, including the possibility for the
euro area to reach a maximum structural deficit of 0.5 per cent of GDP,
and thus to issue eurobonds worth around 50 billion euros a year. Need-
less to say the request for an additional budget and for the possibility of
borrowing up to 0.5 per cent of GDP must go hand in hand with the
recognition and establishment of a European power of taxation in order
to guarantee the additional resources necessary to service the debt.

What Should be the Objectives of the Eurozone Budget?

Considering that the fundamental objective to be pursued is the es-
tablishment of a eurozone budget financed by own resources (taxes and
borrowing), the question that must inevitably be asked is what objec-
tives this budget should be given. To answer it, it is necessary to dis-
tinguish between two options that are complementary to each other, but
have different time frames. The first is to fund European public goods,
such as a single foreign and security policy and the introduction of a
sustainable development policy for the entire eurozone; the second is
to introduce economic policies designed specifically to cope with

26 Daniel Gros, The False Promise of a Eurozone Budget, op. cit..
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asymmetric shocks and guarantee financial market integration and sta-
bility on a continental scale. A single European foreign and security
policy is clearly necessary: one only has to think of the negative expe-
rience of the Balkan conflict or the more recent military intervention in
Libya, the need to secure the safety of the Mediterranean and Middle
East, and the need to make savings in times of scarce resources. That
said, at European level the necessary will to move rapidly in this di-
rection has yet to be demonstrated.

On the other hand, with regard to the promotion of a sustainable de-
velopment policy for the entire euro area, the most suitable approach is
to set up a “European Agency for Sustainable Development”, which
would have the task of promoting the transition from an economy
based mainly on the accumulation of physical capital and the con-
sumption of scarce resources, such as the land and, more generally, the
environment, to an economy based mainly on knowledge and thus on
the accumulation of human capital and on respect for the land and the
environment. The Agency would thus work towards long-term objec-
tives shared by the European Parliament and the national parliaments,
and would have to enjoy broad guarantees of independence. The euro-
zone budget should start by earmarking the necessary resources.

However, the economic and financial crisis demands answers in the
short term. To date, the objectives around which there is emerging
broad consensus at the level of the European institutions (Parliament,
Commission, European Council and ECB) are those of financial stabil-
ity, the implementation of an income and employment stabilisation pol-
icy in the event of asymmetric shocks, and a policy of income support
for the unemployed.

With regard to the financial stability objective, the incorporation of
the ESM into the existing Treaties would, given the powers it has (e.g.
to borrow on the capital market), represent a major step towards stabil-
isation of the European financial market and the issuing of eurobonds.
Furthermore, its faculty to borrow on the market would also make it the
institution that could be used to create the European Redemption Fund
proposed by German economists as an instrument for reducing gov-
ernment debt in Europe,?’ and it is actually identical to the instrument

27 The German Council of Economic Experts (GCEE) suggests transferring the share
of public debt exceeding 60 per cent to a European Redemption Fund (ERF). This share of
the national public debt would be covered by a joint and several guarantee provided by all
the participating states, while the individual states would be responsible, before the mar-
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created by Alexander Hamilton after he proposed that the US federal
government should purchase the debts of the states.?® The European
Parliament has already expressed its support for this solution. Inter-
vention of the ESM, incorporated into the Treaties, would therefore
help to reduce the spread that, linked to the risk of having to leave the
euro, is currently a major source of instability and a major cost factor
for national public finances.

However, this, in isolation, would not be enough to end the crisis, be-
cause European public opinion would not take kindly to efforts exclu-
sively targeting the financial system by many considered, rightly to a
large extent, the cause of the current economic and financial crisis. It is
necessary to give a clear signal that the eurozone is a community of des-
tiny within the broader European Union — a signal that can only be the
promotion of a policy to support economic growth and employment. This
is why a separate budget has to be created for the euro area, financed
(through taxes and borrowing) with its own resources. The document pre-
sented by the European Commission at the end of November last year
may be taken as a starting point for reflection on this topic. Barroso’s pro-
posals take into account the requirements that were expressed by France
and Germany as soon as the debate on a centralised budget for the euro-
zone got under way. France would like the budget to contain resources for
the financing of an “unemployment fund”, while Germany would be will-
ing to grant countries in need only temporary aid, subject to the adoption
of measures designed to boost the competitiveness of the beneficiary
country’s economic system.? The Commission document proposes two

ket, for the share up to 60 per cent. The GCEE proposes communautarisation of the debt
exceeding 60 per cent, temporarily and for the sole purpose of clearing it within 20-25
years. The German economists’ idea, supported by the European Parliament, is for the ERF
to purchase maturing debt that needs renewing as long as the residual debt incurred by the
states remains within 60 per cent of GDP: in this way, the states will be debtors of the fund
for the excess portion. The ERF will borrow on the market in order to obtain resources it
transfers to the states. In order to guarantee the purchase, by the ERF, of the maturing na-
tional debt, the countries that have transferred this debt will be required to indicate the tax
whose proceeds will be used to fund the payment of the annual debt service rates, deposit
“collateral” as a guarantee of payment, undertake to introduce consolidation of the debt,
whose burden they will continue to bear, and launch structural reforms. To deal with debts
rising above the 60 per cent mark, whose burden they will continue to bear, they will have
to introduce measures along the lines of the German and Swiss debt brake model.

28 Michael D. Bordo, Agnieszka Markiewicz, Lars Jonung, Does the Euro Need a
Fiscal Union?, op. cit..

29 G. Steinhauser, Euro Zone Considers Central Budget to Fix Cracks, The Wall
Street Journal, 25 September 2012.
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types of intervention: on the one hand, contractual arrangements, linked
to the beneficiary country’s undertaking to pursue, as just mentioned,
greater competitiveness of its economic system. However, in the docu-
ment, provision is also made for the activation of a stabilisation policy, in
addition to the one promoted by the countries hit by an economic shock.
The transfers of resources, which would have to be temporary to avoid
giving rise to moral hazards, may, together with project bonds, be used in
investment projects in the energy, environment, transport, and telecom-
munications sectors, for example. The other measure proposed by the
Commission, which would have the advantage of strengthening support,
in public opinion, for the European project, is that of paying contributions
to the unemployed as a supplement to their state contributions, along the
lines of what already happens in the American federal system.

The Procedure for Creating a Euro Area Budget: the Limits of the Eu-
ropean Parliament and European Commission’s Current Proposals.

The question of the procedure to be followed in order to create a
separate budget for the eurozone has, in part, already been addressed
both in the resolution adopted by the European Parliament, and in the
document issued by the European Commission in late November 2012,
which highlight two aspects of the eurozone budget problem. If provi-
sion must be made for a budget that is financed with its own fiscal re-
sources, but must also be balanced, it would, in the view of the Euro-
pean Parliament and the Commission, be possible to go down the en-
hanced cooperation route, remaining within the framework of the ex-
isting Treaties. This procedure, however, has its limitations: all it al-
lows is the establishment of a common tax, put in place at national lev-
el in the countries participating in enhanced cooperation — a tax whose
proceeds could be assigned, in part or in whole, to the European bud-
get; it does not allow the transfer of fiscal sovereignty to the European
institutions, which, instead, would require an amendment of the current
Treaties. According to the European Parliament and the Commission, a
Treaty revision would also be necessary if the eurozone budget were to
be financed by borrowing.

The resolution of the European Parliament, while it has the merit of
quite correctly raising a problem that is very real, i.e. the need to estab-
lish a eurozone budget, is, at the same time, also very weak. It defers the
incorporation of the ESM Treaty and fiscal compact into the existing
Treaty framework, even though an acceleration of this process would, in
several ways, strengthen the euro area. As already mentioned, making the
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ESM part of the existing Treaty framework would imply recognition of
the eurozone’s power to issue eurobonds and, above all, would make it
possible to overcome the problem of democratic legitimacy underlying
the ESM. Incorporation of the fiscal compact, on the other hand, would
introduce, into the Treaties, a principle not accepted at the time of the
drafting of the Lisbon Treaty, but which is, instead, embraced by the fis-
cal compact, namely the principle that a treaty can come into force when
a majority of the EU countries, in this case the members of the eurozone,
have ratified it. On this basis, it can be argued that the treaty resulting
from a future European constituent assembly should come into force on
its ratification by a majority of the eurozone countries. However, the Eu-
ropean Parliament should undertake to submit, as soon as possible, a draft
reform of the existing Treaties, explicitly indicating the need to give the
eurozone a budget financed with its own fiscal and debt instruments and
the need for the new treaty to come into effect following its ratification
by the majority of the European states and citizens, thereby ensuring that
the next European elections are true constituent elections. Such an initia-
tive on the part of the European Parliament would be strengthened if, in
the meantime, the eurozone countries were to enter into a “pre-constitu-
tional”3 agreement having the same objectives.

What Institutional Structure Might be Envisaged to Manage the Euro-
zone Budget?

As regards the institutions that, within the current institutional frame-
work, might, in the first instance, be called upon to supervise the man-
agement of the eurozone budget — additional to the EU budget —, it
must be noted that the existing Treaties would need to be amended in or-
der to allow for a separate vote on the two budgets: in the first case, the
budget would be voted on by the European Parliament operating in re-
stricted composition (i.e. only the part of the Parliament representing the
countries of the eurozone) and, in the second, by the European Parliament
operating in its full composition. Should, instead, the eurozone budget,
rather than being funded by own resources, result from a splitting of the
revenue from a given tax (like the tax on financial transactions or the car-
bon tax) between European and national levels, it would be possible to
proceed in accordance with the terms of article 13 of the fiscal compact,
which states that “the European Parliament and the national Parliaments
[...] will together determine the organisation [...] of a conference of rep-

30 Sergio Fabbrini, L ’Europa che Cameron vuole, 11 Sole 24 Ore, 25 January 2013.
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resentatives of the relevant committees of the European Parliament and
representatives of the relevant committees of national Parliaments in or-
der to discuss budgetary policies.” This “conference of representatives”
would, however, have to have jurisdiction on revenue sharing and it
would fall to the European Parliament, in the restricted composition of
the eurozone countries, to decide on the budget policy to adopt.

The need for allocation of shared resources to be decided jointly by
the European Parliament and national parliaments was highlighted over
three decades ago by Albertini 3! The real issue, however, is to work out
how the mechanism of a joint decision (let alone debate) by the two par-
liamentary levels might work in practice. An indication in this regard is
provided by the historical precedent of the Australian federation during
the crisis of the 1930s, when it was agreed that only the federal govern-
ment, on behalf of all the levels of the federation, should borrow on the
capital market. The Loan Council, in which both state level and federal
level were represented on an equal footing, was established to decide on
debt policy and the allocation of the revenue derived from borrowing.
In the event of equality of votes cast, the president of Loan Council had
the deciding vote.3? This solution could also work for the eurozone bud-
get. The “conference of representatives” of the parliaments should be
composed, in equal measure, of the European Parliament in the compo-
sition of the eurozone countries, and the parliaments of the eurozone
countries. Both would be chaired by a president chosen jointly, for ex-
ample the president of the Eurogroup. If the vote on resource allocation
resulted in a tie, the president, i.e. the figure representing the common
European interest, would have the casting vote. The vote on the divi-
sion, between European and national level, of the revenue from the new
tax on financial transactions, which would represent the first own re-
source of the additional eurozone budget, could be a first practical ap-
plication of this mode of operation of the “conference”.

31 Mario Albertini, Schema del rapporto del Presidente dell’U.E.F. al Comitato fe-
derale del 14-15 marzo 1981, 11 Federalista, 23, n. 1 (1981).

32 It is worth pointing out, however, that the Loan Council was required to decide
unanimously on the allocation of resources collected. In the event of failure to reach a
unanimous decision, decision the allocation of funds was decided on the basis of a for-
mula that can be considered highly dubious, given that it rewarded the least virtuous
states. Indeed, according to this formula, 20 per cent of the resources collected would be
assigned to the federal government, and the rest divided among the member states on the
basis of the debt levels they had reached in the previous five years.
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A Budget for the Euro Area:
the Road Leading to the
Decisive Federal Leap

GIULIA ROSSOLILLO

Introduction.

The results of recent elections held in Italy and other European
countries have shown very clearly the emergence, in some sections of
public opinion, of a strongly negative attitude towards the process of
European integration and the single currency. Many people blame the
current economic crisis on the creation of the euro and believe that
scrapping the single currency would allow the states to replace the aus-
terity policies imposed at supranational level with development poli-
cies. These views, specious as they are — they fail to take into account
the fact that the influence of the eurozone countries on the global mar-
ket would, following their return to their national currencies, be ab-
solutely negligible compared with that of the continental-scale
economies, making their recovery of monetary sovereignty purely illu-
sory — nevertheless highlight an aspect that has been becoming in-
creasingly evident in recent years, namely the inability of the European
Union, and within it the monetary union, structured as they presently
are, to provide effective solutions to the crisis.

This is an aspect that should be taken into account by anyone who,
conscious that it is only through a quantum leap forwards in the process
of European unification (rather than a return to national divisions) that
Europe will find a way out of the present crisis, is trying to work out
the roadmap that will lead Europe in this direction. Indeed, if it is true
that a real solution to the problems currently afflicting the Europeans
will be found only when the states are prepared to stop acting as “mas-
ters of the Treaties” and unite in a federal state, it is also true that the
current scepticism towards Europe and the single currency, an attitude
whose spread could jeopardise the entire integration process, will not
be curbed unless, as of now, tools are found that can show the European
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citizens that a turnaround is possible, and that the European institu-
tions, far from being concerned only with austerity, have the capacity
to offer them new prospects for growth and development.

The EU Budget and the Pretence of “Own Resources” .

The shortage of resources available to the EU goes a long way to-
wards explaining the impotence of the European institutions in the face
of the crisis. This shortage of resources is due to the EU’s lack of fis-
cal capacity, and also to the fact that the single member states have the
power to block proposed increases in the EU budget. For this reason,
the issue of resources must be the starting point for efforts to find a way
out of the vicious circle in which the EU, and the eurozone in particu-
lar, now seem to be caught.

The European Coal and Steel Community (ECSC) was, of course,
based on a particularly advanced funding mechanism. Indeed, whereas
the traditional international organisations were, and still are, financed
by contributions paid by their member states, the Treaty of Paris (1951)
gave the ECSC the power to levy direct taxes on coal and steel pro-
duction and thus to finance itself.!

However, the six founding states of the ECSC did not feel that the
same mechanism should be applied to the European Economic Com-
munity, an international organisation with much more far-reaching ob-
jectives, including economic integration in the broadest sense (i.e. not
just the economic integration of one specific area).> Indeed, Article
200 of the TEEC stated that “the revenues of the budget shall comprise,
apart from any other revenues, the financial contributions of member
states,” which effectively meant that the functioning of the Communi-
ty depended on the capacity and willingness of the states to finance it.
However, the possibility of setting up a system of own resources was
not excluded by the Treaty, which entrusted the Commission (Art. 201

! On this point and on the EU’s system of “own resources”, see. J. Haug, A. Lamas-
soure, G. Verhofstadt (with the collaboration of D. Gros, P. De Grauwe, G. Ricard-Ni-
houl, E. Rubio), Europe for Growth. For a Radical Change in Financing the EU, Notre
Europe, Brussels, 2001, especially p. 4 ft..

2 As remarked by U. Draetta, Elementi di diritto dell’Unione europea. Parte istitu-
zionale. Ordinamento e struttura dell’ Unione europea, 5t ed., Milan, Giuffré, 2009, p.
199, while attributing the power of taxation to an international organisation not subject
to effective democratic control could be tolerated within the context of a specific sector,
like the ECSC, it would not have been acceptable in the case of an organisation like the
European Economic Community.
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TEEC) with the task of examining “the conditions under which the fi-
nancial contributions of member states provided for in Article 200
could be replaced by the Community’s own resources” and, to this end,
of submitting a proposal to the Council, which, acting unanimously and
after consulting the Assembly, would then have to lay down the neces-
sary provisions and recommend their adoption by the member states.

All this led to the establishment, in 19703 of an “own resources”
system of financing, based on revenue deriving from three different
sources: customs duties, agricultural levies and a share of value-added
tax receipts. The innovative aspect of this this solution (compared with
the original system, based exclusively on contributions from the mem-
ber states) was the fact that the revenue collected derived — in the case
of the customs duties and agricultural levies at least — from common
policies; in other words, it was revenue generated through activities
managed by the Community institutions. However, the European Com-
munity was not assigned proper powers of taxation, since the own re-
sources were not decided at supranational level, but by the member
states, and were also collected by the member states, which kept a share
as reimbursement of the costs involved (this still applies today, with the
states currently retaining 25 per cent).

But the growing competences of the European institutions, togeth-
er with a progressive decline in revenue from the Common Customs
Tariff and agricultural levies (due to a general global liberalisation of
trade), meant that these own resources were soon insufficient to finance
the activities of the Community. Therefore, 1988% saw the introduction
of the so-called fourth resource, which consisted of a percentage of
each member state’s GDP. The introduction of this fourth resource es-
sentially marked a return to a system of Community funding based on
contributions from the states. Indeed, the bulk of the EU budget (over
three quarters) now comes from this resource.’ Basically, the survival
and functioning of the supranational system still depends, as it did in
the past, on the capacity (and willingness) of the states to finance it.

In conjunction with the decision on the fourth resource, the Brussels

3 Council decision of 21 April 1970 on the replacement of financial contributions from
member states with the Communities’ own resources, in OJ L 94 of 28 April 1970, p. 19.

4 Council decision of 24 June 1988 on the system of own resources of the European
Communities, in OJ L 185 of 15 July 1988, p. 24.

5 On this point, see S. Saurel, Le budget de I’Union européenne, Paris, La Docu-
mentation Frangaise, 2010, p. 171.
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European Council of 1988 also introduced a new, multiannual financial
planning instrument whose purpose was, on the one hand, to decide types
of and place ceilings on own resources, and on the other to determine fi-
nancial perspectives (now called the multiannual financial framework)
for periods of at least five years at a time.® The EU’s own resources and
the multiannual financial framework are today governed by Articles 311
and 312 TFEU, which require the Council, in both cases, to act unani-
mously (in the case of the decision on own resources, the European Par-
liament is consulted and the decision enters into force only after it has
been approved by the member states in accordance with their respective
constitutional requirements, whereas the multiannual financial frame-
work can be adopted only after obtaining the consent of the European
Parliament). Furthermore, the fact that Article 310 TFEU expressly states
that “the revenue and expenditure shown in the budget shall be in bal-
ance” means that the decision on own resources also determines the EU’s
expenditure ceiling. Therefore, unlike what happens in federal states, in
Europe it is the member states that decide the size of the EU budget,
which currently amounts to just over 1 per cent of their GDP.

In times of severe economic crisis, of the kind we are experiencing
today, it is inconceivable that the states should decide to step up their
contribution to the funding of the supranational level: the lack of re-
sources and the need to respect the parameters of the Stability and
Growth Pact are, in fact, forcing them to use all their available re-
sources to shore up the domestic economy. As a result, at a time when
intervention by the EU institutions is more necessary than ever, the re-
sources at the disposal of these institutions are tending to diminish.

The Relationship between the methods of Funding an Organisation
and its Degree of Independence from its Member States.

This situation is clearly illustrated by recent events relating to the
multiannual financial framework and EU own resources for the period

6 See L.S. Rossi, La dinamica interistituzionale nella definizione del bilancio co-
munitario, 11 Diritto dell’Unione europea, 2006, n. 1, p. 179 ft, especially p. 189 ff..

7 As remarked by J.-F. Jamet, L’Europe peut-elle se passer d’un gouvernement éco-
nomique?, Paris, La Documentation Francaise, 2011, p. 55, the EU member states have
a very strong influence over the EU budget, given that this budget is funded almost en-
tirely by their contributions and that it is the states, together with the European Parlia-
ment, that fix the size of the budget and decide how it should be used; by contrast, the
states of the American and Canadian federations are not directly involved in the federal
budget procedure.
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2014-2020. Indeed, during the negotiations prior to the adoption of
these instruments, the member states agreed to set a lower ceiling on
EU spending than seen in the past. This agreement on a smaller EU
budget was opposed by the European Parliament, which instead pro-
posed, on the one hand, introducing changes in the direction of greater
budget flexibility, and, on the other, equipping the EU with proper own
resources, such as those that would derive from the tax on financial
transactions, recently the subject of a proposal for an enhanced coop-
eration. Leaving aside the greater flexibility route, which in any case
would not solve the problem of the scarcity of resources, it should be
underlined that the idea of allocating the revenue from the tax on fi-
nancial transactions to the EU budget — even though this shows that
the European Parliament is aware of the vicious circle created by the
EU’s lack of fiscal capacity — would nevertheless run into some quite
considerable difficulties. If, on the one hand, the proposal advanced
was to give the EU a power of taxation, it would never be accepted by
countries, like the UK, that are strongly opposed to any kind of polit-
ical evolution of the Union. It is, in fact, unthinkable that the EU
should be assigned a power in violation of the principle no taxation
without representation: such a proposal would, in fact, be acceptable
only if it were accompanied by an overcoming of the current confed-
eral logic and the creation of a democratically legitimised European
government. If, on the other hand, the proposal was to have the finan-
cial transaction tax, which will probably be adopted through the mech-
anism of enhanced cooperation, paid into the EU budget by the states
participating in the cooperation, this, too, would be unacceptable as it
would amount to using a tax applied only in some states (those taking
part in the enhanced cooperation) to fund the budget of all of them (i.e.
of the entire EU).

These events also serve to illustrate the importance, to the running
of an institution, of the way in which it is financed. Indeed, when an in-
ternational organisation is funded entirely by contributions from its
member states, it remains heavily dependent on them: if they decide to
stop contributing to its funding or if their contribution is insufficient,
the organisation cannot operate. Conversely, if an organisation is able
to fund itself, i.e. has fiscal capacity, it will be independent of the states
and thus able to determine its own conduct.

In times of crisis, when the member states are unable to meet their
obligations, particularly in the terms of social spending, the existence
of a higher level of government, able to procure the necessary re-
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sources, becomes fundamental. As pointed out by Wheare 3 it was the
two world wars, more than anything, that brought about an exponential
increase in revenue at federal level in the existing federal states. This
circumstance made it possible for the central governments of these
states to transfer resources from the richest to the poorest areas at a
time when the member states, being able to raise funds only at local
level, were no longer able to meet the needs of their populations. If, at
that time, these central governments had lacked the power to levy tax-
es and been dependent on funding from the individual states, the fed-
eral structure would have collapsed, because the member states would
not have had the resources necessary to finance the federation.

This is precisely the scenario we are witnessing in Europe today:
the EU does not have the capacity to procure resources autonomously,
and neither can it expect to acquire this capacity in the future, given
that some of its member states are absolutely opposed to any progress
towards this end. The solution, therefore, has to be based on a different
perspective and must necessarily involve only those states that, having
already agreed to relinquish their monetary sovereignty, now feel ready
to be part of the initial core of a federal state.

The Proposals for Giving the Eurozone an Additional Budget.

From this perspective, it is easy to appreciate the fundamental im-
portance of the proposal to create a separate and additional budget for
the euro area, funded by own resources. This proposal is contained in
the report entitled “Towards a Genuine Economic and Monetary
Union”, drawn up by Europe’s “four presidents” (of the European
Council, ECB, Commission and Eurogruop),9 in the Conclusions of
the European Council meeting of 28-29 June 2012, and in the Com-
munication from the Commission of 28 November 2012 entitled “A
blueprint for a deep and genuine economic and monetary union.”!0
These are documents that clearly outline the prospect of equipping the
euro area with fiscal capacity, a separate budget, and an EMU Treasury,

8 K. Wheare, Federal Government, Oxford, 1964, p. 103 ff..

9 Towards a genuine economic and monetary union, Report by the President of the
European Council Herman van Rompuy (in close cooperation with the Presidents of the
Commission, the Eurogroup and the European Central Bank), 25.6.2012; Towards a gen-
uine economic and monetary union, Interim Report by the President of the European
Council Herman van Rompuy (in close cooperation with the Presidents of the Commis-
sion, the Eurogroup and the European Central Bank), 12.10.2012.

10.cOM(2012) 777 final.
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the idea being that these instruments would make it possible to break
the vicious circle in which the question of EU funding is currently
caught and give the eurozone the instruments it needs to correct the
asymmetry due to the paradoxical coexistence of a common monetary
policy and single national economic policies.

As many have already pointed out,!" an additional budget for the
monetary union could have different functions, being an instrument
that could serve not only to help member states in the event of asym-
metric shocks, but also to finance a plan for growth and development
capable of responding to the most urgent needs of the states in crisis,
such as the need to create employment. Resources corresponding to 2
per cent of the GDP of the member states, coming from the tax on fi-
nancial transactions or from the carbon tax, would be sufficient to meet
these goals. On the one hand, this solution would allow Great Britain
to remain outside any forms of political integration, while still allow-
ing the states wanting to go down this route to do so; on the other, it
would make it possible to implement a development plan for the euro-
zone and, following the austerity measures thus far pursued in Europe,
open up a prospect of growth and employment, thereby helping the Eu-
ropean citizens to see that Europe, far from being only punitive, can
help to positively influence their future.

Even though the debate over the legal instruments to use in order to
create this budget is still in its very early stages, it is already possible
to outline several avenues that could be pursued.

The first option is to use the ordinary Treaty revision procedure pro-
vided for under Art. 48 TEU. This is an option that has many disad-
vantages and that continues to be regarded warily by the majority of the
states. First of all, application of Art. 48 would be a long and complex
undertaking, entailing the calling of a convention and an intergovern-
mental conference and ratification by all the member states. What is
more, it would mean reopening the question of Treaty revision (a veri-
table Pandora’s box), and thus running the risk that any project eventu-
ally emerging from the IGC and convention would merely be the result

I E. Rubio, Eurozone budget: 3 functions, 3 instruments, Notre Europe, Tribune,
November 2012; P. Toporowski, A Budget for the Eurozone: An Idea Fast Maturing, Pol-
ish Institute of International Affairs, Bulletin n. 117, December 2012; G. Wolff, A budget
for Europe’s monetary union, Bruegel, Policy Contribution 2012/22, December 2012; F.
Zuleeg, J.A. Emmanouilidis, A budget for the eurozone? , European Policy Centre, Com-
mentary, October 2012.
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of an unsatisfactory compromise reached with the states that are op-
posed to a strengthening of the supranational level.!?

The Commission itself, in the Communication mentioned earlier,
stressed that Treaty revision is a step that should be reserved for a later
stage, whereas “proper fiscal capacity for the euro area could initially be
developed under secondary law.” This statement, indicating that the ex-
isting Treaties might contain provisions that could be used to kindle the
issues of fiscal capacity and a budget for the eurozone, may actually
provide a valuable starting point. After all, amending the Treaties to ac-
tually create these instruments would be a more clearly defined and less
problematical undertaking if the process had already been ignited.

The provisions that can be examined to this end are, on the one
hand, those relating to the establishment of enhanced cooperation
agreements, and on the other Art. 136 TFEU. These are, in fact, the on-
ly ones able to raise the prospect of integration between only some of
the member states, in this case the ones that use the single currency.

As we know, to launch an enhanced cooperation,13 a minimum of
nine states must formally approach the Commission, submitting a re-
quest to be able to cooperate more closely in a given area (i.e. advance
towards integration more quickly than the states not involved), provid-
ing it has first been established that their objective cannot be achieved
by the Union as a whole. The Commission submits a proposal and the
cooperation must be authorised by the Council acting by a qualified
majority and having obtained the necessary approval from the Euro-
pean Parliament. Once established, the enhanced cooperation becomes
part of the institutional structure of the EU and is governed by its insti-
tutions. In particular, on matters relating to an enhanced cooperation,
the Council decides in restricted composition (i.e. only the members
from the countries participating in the cooperation), whereas the other

12 For more, in general, on forms of flexibility resulting from compromises reached
within intergovernmental conferences, see A. Stubb, Negotiating Flexibility in the Euro-
pean Union. Amsterdam, Nice and beyond, New York, Palgrave, 2002.

13 After remaining inert for many years, the enhanced cooperation mechanism was
first applied with Regulation 1259/2010 of 20 December 2010 which related to the im-
plementation of enhanced cooperation in the area of the law applicable to divorce and le-
gal separations (published in OJ L 343 0f 29.12.2010, p. 10), and recently led to the adop-
tion of Regulation 1257/2012 of 17 December 2012, implementing enhanced coopera-
tion in the area of the creation of unitary patent protection (published in OJ L 361 of
31.12.2012, p. 1). The enhanced cooperation agreement is governed by Articles 20 TEU
and 326-334 TFEU.
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institutions act in their full composition. Furthermore, there are other
conditions: the cooperation must comply with the Treaties and with EU
law, may not be detrimental to the internal market or to economic, so-
cial and territorial cohesion in Europe, may not constitute an obstacle
to or a source of discrimination in trade between the member states,
may not cause distortions of competition between them, and may not
interfere with the competences, rights and obligations of the member
states which are not part of it.

One obvious advantage of this mechanism is that the cooperation
can be authorised by the Council acting by a qualified majority, which
means that its implementation does not demand the consensus of all the
member states. However, as a mechanism to be used for the purpose of
putting in place an initial fiscal capacity and separate budget for the eu-
rozone, it presents certain weak points.'# First of all, it is not stipulat-
ed at the outset which states can be involved in an enhanced coopera-
tion, in the sense that these agreements are open both to states belong-
ing to the euro area and to those from outside it; therefore, enhanced
cooperation is not a mechanism specifically designed to address the
needs of the euro area.!> Second, enhanced cooperations are fully in-
corporated into the institutional structure and mechanisms of function-
ing of the EU, with the result that the states taking part in the coopera-
tion are left little room for maneouvre.'®

Conversely, compared with the provisions on enhanced coopera-
tion, the other provision that could be exploited — Art. 136 TFEU —

14 The instrument of enhanced cooperation is seen by the European Parliament [res-
olution of 20 November 2012 (2012/2151(INI)] as the means of introducing taxes and
duties specific to the euro area. In this sense, see D. Moro, A Budget for the Euro Area:
Objectives, Procedures and Institutions, The Federalist, 55 (2013).

15 On the limits of the use of enhanced cooperation as an instrument for completing
the economic and monetary union, see O. Clerc, La gouvernance économique eu-
ropéenne, Brussels, Bruylant, 2012, p. 481 ff, which points out that enhanced coopera-
tion, being required to respect the single institutional framework of the European Union,
does not really lend itself to the creation of bodies specifically for the Eurozone; an ad-
ditional risk is that an enhanced cooperation would also be open to states wanting to hin-
der the process of creating an economic government.

16 A further consideration that would seem to discourage the use of enhanced coop-
eration as a means of creating an embryo eurozone budget emerges from an obiter dic-
tum of the Pringle judgement (27 November 2012, C-370/12, Pringle, not yet published),
according to which “an enhanced cooperation can be established only if the Union has
jurisdiction to act in the area of that cooperation”, a circumstance not deemed by the
Court to exist in the case of the EMS and which would probably not exist in that of the
creation of an embryo eurozone budget, either.
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offers some interesting pointers. This article has served as the legal ba-
sis for the adoption of several measures aimed at tackling the crisis, in-
cluding the Treaty establishing the European Stability Mechanism
(ESM), otherwise known as the bailout fund. It is worth noting that
since Art. 136 TFEU originally stipulated that the member states whose
currency is the euro — the Council in its restricted composition to be
precise — could only adopt measures designed to contribute to the
smooth functioning of the EMU (in particular provisions serving to
strengthen the coordination and surveillance of budgetary discipline
and allowing the drafting and monitoring of economic policy guide-
lines), a further paragraph had to be added, giving the states the facul-
ty to establish a stability mechanism. This amendment was made using
the simplified revision procedure under Art. 48.6 TEU.!7 This is the ba-
sis on which the states of the euro area subsequently concluded the
Treaty establishing the European Stability Mechanism. The ESM is,
therefore, based on a treaty that is separate and distinct from the found-
ing Treaties (TEU and TFEU), even though its establishment was, as it
were, authorised by them.

This mechanism has allowed the eurozone countries to enjoy a cer-
tain amount of room for maneouvre, moreover without raising particu-
lar problems as regards the compatibility of their action with the EU’s
institutional structure.'® In fact, the Treaty establishing the ESM, while
entrusting certain functions to the Commission, the ECB and the Euro-
pean Court of Justice, created new organs of its own (a board of gov-
ernors and a board of directors), which are composed solely of repre-
sentatives of the eurozone states and responsible for deciding how the
ESM works.

Clearly, the creation of a eurozone budget funded with own re-
sources and managed by a democratically legitimised eurozone gov-
ernment would be more than just a forward leap in terms of European
integration; indeed, it would change the nature of the bond between the
states that adopted the single currency and would demand a rethinking
of the relations between the eurozone and the rest of the EU. Impossi-

17 European Council Decision 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 (2011/199/EU), published in OJ L 91 of
64.2011,p. 1.

18 The Court of Justice, in the Pringle judgement (cit.), has also underlined the com-
patibility of the ESM Treaty with EU law.
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ble to accomplish through the mechanisms currently provided for in the
Treaties, it would be a step that would necessarily entail their revision.
However, it is important to appreciate that, by exploiting the mecha-
nisms provided by the founding Treaties, the embryo of a supplemen-
tary budget for the eurozone could already be created today, and that
this embryo, raising the issue of the need to control democratically the
management of the resources pooled by the eurozone countries, would
constitute a reality that would have to be taken into account when re-
vising the Treaties.

Article 136 TFEU as the Means of Creating an Embryo Eurozone Budget.

Article 136 TFEU could be the right instrument for this purpose.
One possible scenario is that the member states could agree, during a
European Council meeting, to amend Art. 136 through the simplified
revision procedure already used to give the ESM Treaty a legal basis,
adding a further paragraph giving the states the faculty to create an em-
bryo eurozone budget. A solution of this kind, requiring use of the sim-
plified revision procedure as per Article 48.6 TEU, a unanimous deci-
sion by the European Council, and approval by the member states in ac-
cordance with their respective constitutional requirements, would nec-
essarily have to be supported by the states outside the eurozone, too.
However, we should not overlook the fact that the current wording of
Art. 136 is rather vague'? and that, especially under the pressure of the
urgency to find an effective means of breaking the current deadlock >
it could conceivably be interpreted in a way that would allow — on the
basis of the same paragraph 3 that allowed the conclusion of the ESM
Treaty — the adoption of a treaty that would see the eurozone states
pooling the revenue from the tax on financial transactions and entrust-
ing its management — provisionally — to an intergovernmental body
similar to the ESM’s board of governors or to a proper finance minis-
ter for the eurozone.

The creation of a eurozone budget through a Treaty based on Art.
136 rather than through exploitation of the provisions on enhanced co-

19 -C. Piris, The Future of Europe. Towards a Two-Speed EU?, Cambridge, Cam-
bridge University Press, 2012, p. 107.

20 As underlined by F. Zuleeg and J.A. Emmanouilidis, A budget for the eurozone...,
op. cit., “the debate over a eurozone budget may also follow a much broader trend, ob-
served again and again in the crisis: what seemed impossible becomes likely, what was
inconceivable is implemented.”
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operation would have two clear advantages: first of all, the circle of
states involved would already be defined, given that measures adopted
on the basis of this provision refer only to states that have joined the
single currency; the second is the fact that Art. 136, not applying all the
restrictions that limit activities of states deciding to enter into an en-
hanced cooperation, would allow the eurozone member states plenty of
freedom for movement.

Article 136 could therefore represent the opening that might allow
the eurozone countries to take the first steps towards the creation of a
federal state, offering a solution far less traumatic than the setting up of
an international treaty outside the framework of the founding Treaties,
which would upset the current institutional balance of the Union, and
at the same time constituting an initial step that could subsequently be
completed with a true revision of the Treaties.

Indeed, a Treaty based on Art. 136 could conceivably be designed
to address only the issue of the pooling of resources such as those de-
riving from the tax on financial transactions, and the creation of a body
responsible for managing them. This would constitute a step that, al-
though preliminary, would serve to raise the issues of democratic legit-
imisation (of this new body) and of the structuring of an institutional
framework for the eurozone. As already underlined, the creation of a
democratically legitimised government of the euro area equipped with
fiscal capacity — and thus the establishment of a federal core within
the European Union — would in truth necessitate modification of the
current structure of the EU, possible only through revision of the
Treaties. However, the existence of an initial, embryo eurozone budget
and a transitional authority responsible for managing it would, when
that point were reached, constitute a reality that would force the mem-
ber states to find institutional solutions capable of ensuring the coexis-
tence of an evolving eurozone federation and the broader confederal
Union.
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Reforming the
European Decision-Making Process:
Legitimacy, Effectiveness and Clarity

THIERRY CHOPIN,
JEAN-FRANCOIS JAMET,
FraNco1s XAVIER PRIOLLAUD

The economic and financial crisis has raised fundamental questions
about the future of European integration.! Indeed, the European states
— in particular the eurozone members — have realised that, in order to
recover their sovereignty vis-a-vis the markets and thereby the capaci-
ty to make decisions about their own future, they have to form a more
coherent system. While, on the one hand, the idea of forming a bank-
ing union has progressed rapidly over the last few months, and the de-
bate regarding certain aspects of economic and fiscal union has contin-
ued (notably the opportuneness of pooling part of the debt), on the oth-
er, stricter, common rules have already been adopted, the European Sta-
bility Mechanism (ESM) has entered into force, and there has been a
strengthening of the resources and role of the European Investment
Bank.

Given the transfer of competences that these joint measures imply,
the question of political union can clearly no longer be eluded. Euro-
pean decisions must enjoy adequate democratic legitimacy? in the eyes
of the citizens and the decision-making mechanisms must be simple
and clear enough to be effective and transparent. Without these ele-
ments the citizens will not accept economic union and questions will
continue to be asked about the political vision behind European deci-

! This text is a reviewed and updated version of the article by T. Chopin, J.-F. Jamet,
F.-X. Priollaud, Une union politique pour I’Europe, Questions d’Europe, Policy paper of
the Robert Schuman Foundation, n. 252, 24 September 2012.

2 Democratic legitimacy derives, first of all, from the democratic definition of the
political goals of the European institutions. It also assumes that the legislation necessary
for achieving these goals is democratically voted upon. Finally it requires democratic
control of the implementation of this legislation.
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sions, and this, in turn, will be liable to weaken and even threaten the
survival of the entire economic integration project.

Against this background, the present paper examines the terms of
the debate, identifying several concrete proposals and looking at their
legal feasibility in view of the type of reforms that they would entail.
They can thus be divided into proposals involving: (i) innovations that
nevertheless leave the Treaties as they stand; (ii) limited changes to the
Treaties under the simplified revision procedure provided for in Article
48 TEU; (iii) more extensive Treaty modifications under the ordinary
revision procedure also provided for in Article 48 TEU.

1. Political Union: What are We Talking About?

1.1. A Necessary Clarification.

As an effect of the present crisis, doubts over the democratic legit-
imacy and efficacy of the European decision-making process have re-
turned very much to the fore. Even though the renewed debate on these
issues is to be taken as a positive sign, some points need to be clarified
and warnings issued in order to prevent it from falling into the trap of
abstract slogans whose only effect would be to create more disillusion-
ment.?

The concept of federalism, an ever-present element in the debate on
political union, needs particular clarification. Objectively, federalism is
a system of organisation of powers based on the division of compe-
tences between different levels of government. However, it must be
distinguished from the concept of the federal state.* The latter is dis-
cussed in the context of the debate on the future of the European Union,
without, however, helping to clarify it. On the one hand, in fact, the EU
is not a state and therefore conflicts are liable to arise over the distrib-
ution of powers between the nation states and the other levels of gov-
ernment; on the other hand, there can be no denying that the EU already
has certain traits and instruments of a federal nature, namely, among
others, a currency, a central bank, a budget, and a parliament elected by
direct universal suffrage. The crisis has also led to increasing federali-

3 On this point, see T. Chopin, L'union politique: du slogan & la réalité, Rapport
Schuman sur I’Europe. L’état de I’Union 2013, Paris, Lignes de reperes, 2013.

4 Against this prevailing argument, see O. Beaud, Théorie de la Fédération, Paris,
Presses universitaires de France, 2007.
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sation of EU economic policy: indeed, the creation of the ESM and the
strengthening of the instruments of economic governance (the six pack,
the fiscal compact, and the two pack) lay the foundations for true fiscal
federalism. Similarly, the banking union will lead to the creation, with-
in the ECB, of a European supervisory authority and, probably, of a
bank resolution mechanism. From this perspective, the choice of the
term “federal leap” is clearly an unfortunate one in two ways: first, it
does not reflect the reality of today’s EU, which already has character-
istics of a federal nature’ and, echoing the expression “a leap in the
dark”, it conveys uncertainty and somehow elicits anxiety.

This confused and inaccurate use of political terminology can po-
tentially lead to dangerous misunderstandings. In the economic field, it
influences the debate on the reform of EU economic governance. This
is, indeed, why, outside France, the proposal for an economic govern-
ment® has not been well received, a situation that highlights the very
real need, in relation to European economic policy, for clarity, simpli-
fication and legitimisation.

The differences that this debate brings out are the same ones that, in
Europe, characterise the different national political cultures. In France,
the term government is synonymous with politicisation and interven-
tionism; in Germany it recalls the desire for rules designed to be inde-
pendently implemented, while in the UK and central Europe it raises
the spectre of a federal state liable to limit individual freedoms. Being
unable to reach a common vision of the European political and eco-
nomic system, i.e. of federalism, the member states are also unable to
come to an agreement on common governance and ultimately on the
collective management of European public goods (macroeconomic sta-
bilisation, climate and energy, European defence, and so on).” And yet
such an agreement is precisely what is now not only necessary but des-
perately urgent! The objective of the political union should therefore be
to strengthen the legitimacy of the European decision-making process,
at the same time, making it more effective and easier to understand.

5'Y. Bertoncini, Saut fédéral ou unions politiques?, in Le Mot de Notre Europe, 22
June 2012.

6 On this point, see J.-F. Jamet, L'Europe peut-elle se passer d’un gouvernement éco-
nomique?, Paris, La documentation frangaise, 2nd ed. 2012.

7 See the works by S. Collignon on the “République européenne”, in particular The
European Republic. Reflections on the Political Economy of a Future Constitution,
Beterlsmann Foundation, 2003 and (with C. Paul), Pour la République européenne, Pa-
ris, Odile Jacob, 2008.
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1.2. The Terms of the Current Debate.

The debate on political union is alive in many EU member states,
especially Germany where it is being conducted at the highest level 8
In September 2012, the foreign ministers of eleven EU member states’
signed a document that may be regarded as the first attempt to for-
malise a project for political union. In December 2012, the European
Council President Herman Van Rompuy chose the European Council
summit to present a roadmap for the creation of genuine economic and
monetary union,'® identifying four key challenges, including the
achievement of a strengthening of democratic legitimacy and account-
ability.

While three of the proposed unions (the banking, fiscal and eco-
nomic unions) have been the focus of considerable attention, no de-
tailed proposals have yet been advanced with regard to political union.
An important exception in this regard has, however, been the recom-
mendation to create, albeit as yet without specifying a time frame, a
single body responsible for representing the eurozone externally and
for giving it a single voice in international settings like the IMF.!!

Despite numerous appeals,'? nothing concrete has yet come of Van
Rompuy’s address. Angela Merkel seems to be in favour of a new con-
vention,'? while José Manuel Barroso, President of the European

8 Angela Merkel was very explicit in an interview granted to several European news-
papers on January 19 2012: “Over a long process, we will transfer more powers to the
Commission, which will then handle what falls within the European remit like a govern-
ment of Europe. That will require a strong parliament. A kind of second chamber, if you
like, will be the council comprising the heads of government.” ... “And finally, the
supreme court will be the European court of justice. That could be what Europe’s politi-
cal union looks like in the future (...).” See U. Guérot, The Euro Debate in Germany: To-
wards Political Union?, European Council on Foreign Relations, ECFR, 5 September
2012.

9 Cf. Final Report of the Future of Europe Group comprising the Foreign Ministers
of Austria, Belgium, Denmark, France, Italy, Germany, Luxembourg, The Netherlands,
Poland, Portugal and Spain, 17 September 2012.

10 Towards a Genuine Economic and Monetary Union, 5 December 2012. See also
the Conclusions of the European Council of 13 and 14 December 2012.

11 Cf. European Commission, A blueprint for a deep and genuine economic and
monetary union. Launching a European Debate, 28 November 2012, COM(2012) 777
def., and Towards a Genuine Economic and Monetary Union, op. cit..

12 Cf. in particular S. Goulard and M. Monti, De la démocratie en Europe. Voir plus
loin, Paris, Flammarion, 2012.

13 Cf. The Future of Europe: Merkel Pushes for Convention to Draft New EU Treaty,
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Commission, has called for a “democratic federation of nation
states.”!4 Angela Merkel and Michel Barnier have proposed that the
President of the European Commission be elected by direct universal
suffrage. Jean-Claude Trichet has recommended the creation of a new
post: that of eurozone finance minister.!> However, such interventions
never lead to anything; these proposed steps continue to be postponed
to some (even remote) future time, and specific commitments are nev-
er made.!®

Furthermore, whereas many aspects of the integration process (fis-
cal federalism, banking union, the status of the non-eurozone EU mem-
bers, especially the UK) are no longer taboo subjects, in many states
(including France until recently) there is still no debate on its political
and democratic aspects. In this regard, it is worth noting that on May
16,2013 the French president Frangois Hollande declared his country’s
willingness to give substance to a political union.!” The nature of this
substance soon started to emerge in Franco-German proposals'® aimed
at creating a full-time President of the Eurogroup and an offshoot of the
European Parliament responsible for the euro area.

1.3. The Urgency of the Reform.

For the past four years or more, the priority, quite understandably,
has been to find solutions to the economic crisis. In that time, the con-
ditions for creating an effective European economic framework have
become clear: on the one hand, there has to be, at European level,
macroeconomic and financial supervision, which must in turn be sup-

Spiegel Online International, 27 August 2012.

14 State of the Union Address to the European Parliament, 12 September 2012.

15 Cf. Speech by J-C. Trichet, then president of the ECB, on the occasion of the pre-
sentation of the 2011 Charlemagne Prize, Aix-la-Chapelle, 2 June 2011.

16 Frangois Hollande, in an interview with Le Monde, 18 October 2012: “L’union po-
litique c’est apres, c’est 1’étape qui suivra ’union budgétaire, I’union bancaire, I’union
sociale.”

17 Frangois Hollande : “L’ Allemagne, plusieurs fois, a dit qu’elle était préte 2 une
union politique, a une nouvelle étape d’intégration. La France est également disposée a
donner un contenu a cette union politique (...). Ce n’est plus une affaire de sensibilité po-
litique, c’est une affaire d’urgence”, introduction by the President of the Republic at the
press conference of May 16, 2013.

18 La France et I’Allemagne ensemble pour renforcer I’Europe de la Stabilité et de
la Croissance, 30 May 2013, http://www.elysee.fr/assets/pdf/contribution-franco-alle-
mande.pdf.
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ported by the corrective instruments that are needed in order render it
effective and credible; on the other hand, the eurozone must ensure that
it has its own means of preventing and dealing with the crises that its
single states are unable to resolve.

However, the citizens remain perplexed by the increasing federali-
sation of European economic policy decisions.! Surveys show, alarm-
ingly, a growing mistrust of the main European institutions.?’ As a re-
sult, precisely at a time when the competences of the European institu-
tions are increasing and they are being called upon to make decisions
in sensitive areas intimately bound up with sovereignty, they seem to
lack adequate democratic legitimacy.

For some years now, the legitimacy of European decisions has been
an increasingly pressing issue. Indeed, since the start of the 1990s, the
EU has been experiencing an unprecedented legitimacy crisis. The best
informed analyses highlight the following trends: a progressive struc-
turing of opinions (during the 1980s and 1990s) followed by a gradual
process of “politicisation” (emerging in the referenda held in France
and the Netherlands in the spring of 2005 and then in Ireland in 2008).
The effect of this gradual process of “political learning” on the part of
the citizens was to bring to an end the “permissive consensus™?! that
had characterised public opinion towards Europe since the beginning of
the European integration process: there is now no member state whose
citizens “blindly” trust their elites to manage, to best effect, their Euro-
pean interests.?2 The citizens want the right to speak. This is a situation
that, apparent for many years, has been rendered even more evident by
the crisis.

The fact is that, coupled with the crisis, the citizens’ growing mis-
trust of the European institutions and of the current reforms has pre-

19 Cf. T. Chopin and J.-F. Jamet, L’Europe sans les Européens, Libération, 14 De-
cember 2012.

20 Standard Eurobarometer 78 / Autumn 2012.

21 The expression “permissive consensus” was invented by V.O. Jr., Key, Public
Opinion and American Democracy, New York, Alfred A. Knopf, 1961, and was first in-
troduced in relation to European integration by Lindberg and Steingold in their assess-
ment of the support of public opinion for European integration, in Leon N. Lindberg and
S.A. Scheingold, Europe’s Would Be Polity. Patterns of Change in the European Com-
munity, New Jersey, Prentice Hall, 1991.

22 See, for example, L. Siedentop, A Crisis of Legitimacy, in Prospect, 2005, or J.
Thomassen, Citizens and the Legitimacy of the European Union, The Hague, WWR Web
publication, n. 19, 2007. On this point, see also T. Chopin, La crise de légitimité de
I’Union européenne, in Raison publique, Presses de la Sorbonne, n. 7, 2007.
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sented the EU with a major political challenge. Either the European
leaders show that they can agree on measures sufficient to deal with the
crisis and respond to the criticisms regarding the EU’s democratic and
executive deficits and, in so doing, encourage the emergence of a Eu-
ropean people (demos) and help to give real meaning to the concept of
European citizenship, or they risk facing a rise in eurosceptic senti-
ment, given that, without such agreements, any further integration will
not be accompanied by the necessary levels of democratic control and
decision-making capacity. There is a risk that many Europeans will fall
back on their sense of national identity in the belief that only the nation
can guarantee them their political rights.

Moreover the rise of extremism and populism is symptomatic of
Europe’s legitimacy crisis. The various elections — presidential and
general — held across Europe (from Sweden to Hungary, not forgetting
France, Italy, Denmark, Belgium and Greece) confirm the strength of
the populist forces and of the far right, both of which promote, in the
arena of public debate, a form of economic and cultural (identity-
based) protectionism. These extremist and populist anti-European
forces criticise the power held by the national and European élites and
seek to gain leverage by challenging the democratic and political legit-
imacy of the European institutions.?

The current situation constitutes an emergency that Europe’s lead-
ers can no longer hope to manage while at the same time postponing
their more ambitious ideas to some future time. This is particularly true
in France, a country that is still traumatised by the events of 2005 and
in which every party lives in fear of becoming divided over the issue
European institutional reform. It is absurd, really, since both the ‘yes’
and the ‘no’ brigade share, for the most part, the desire to make Europe
more democratic. But if they go on refusing to enter into this debate,
there is a risk that the ‘no’ faction will grow, in other words that an in-
creasing number of citizens will refuse to accept transfers of major eco-
nomic competences to Europe.

2. Making Political Union Concrete

In this context, several solutions might be put forward for strength-
ening democratic legitimacy and accountability vis-a-vis the citizens.

23 For an analysis of the rise of populism in the various EU member states, see A.
Laquieze (et. al.), Populismes: ’envers de la démocratie, Paris, Vendémiaire, 2012.
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2.1. Strengthening European Leadership.

The economic crisis has thrown down a real challenge in terms of
the leadership, coherence and efficacy of European governance.?* In-
deed, in a crisis situation in which the EU and its member states should
be coming up with answers that will truly help the Europeans to over-
come the difficulties they are experiencing, the citizens, with frustra-
tion, are beginning to see the limitations of European governance and
its “executive deficit”:2 the weakness of the European executive pow-
er, the polyarchic nature of the Community institutions and therefore
the absence of clear political leadership, the competition between insti-
tutions and states, and the slowness and unpredictability of the negoti-
ating process between member states. From this perspective, resolving
Europe’s “executive deficit” means starting with the creation of a clear-
er, more legitimate and more accountable leadership.

— A first step could be that of merging the presidency of the Com-
mission with that of the European Council, a solution that would help the
EU to speak with one voice. The Lisbon Treaty allows for this innovation:
it was precisely to create this possibility that the ban on also having a na-
tional mandate was retained in the Lisbon Treaty whilst that on having
more than one European mandate was withdrawn. The European Council
would merely have to appoint a single person to fill the two posts. This
solution would strengthen the political legitimacy of the president, who
would thereby enjoy both Community and intergovernmental legitimacy;
he would also be answerable politically to the European Parliament.

A change of this kind would not require amendment of the Treaties.
An inter-institutional agreement would suffice 2°

24 V. T. Chopin L’Europe face a la nécessité de décider: un leadership politique eu-
ropéen est-il possible?, in Rapport Schuman sur I’Europe. L’état de I’Union 2011, Paris,
Lignes de reperes, 2011; Id. Vers un véritable pouvoir exécutif européen: de la gouver-
nance au gouvernement, Questions d’Europe, Policy paper of the Robert Schuman Foun-
dation, n. 274, 15 April 2013 and How the EU could overcome its Executive Deficit, Po-
licy Network, May 2013.

25 We borrow this expression from N. Véron The Political Redefinition of Europe,
Opening Remarks at the Financial Markets Committee (FMK)’s conference on “The Eu-
ropean Parliament and the Financial Market”, Stockholm, June 2012. Cf. also N. Véron,
Challenges of Europe’s Fourfold Union, Hearing before the US Senate Committee on
Foreign Relations: Subcommittee on European Affairs, on “The Future of the Eurozone:
Outlook and Lessons”, August 2012; and P. Ludlow, Executive Power and Democratic
Accountability, Eurocomment, Quarterly Commentary, September 2012.

26 An inter-institutional agreement is an act adopted jointly by the EU’s institutions
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— The single president mentioned above could be elected by indi-
rect universal suffrage, along the lines of what is provided for by the
laws of the vast majority of the EU member states (i.e., appointed by
the European Parliament), a circumstance that would require the Euro-
pean Council to undertake, even informally, to appoint, as President of
the Commission, the candidate nominated by the party or coalition that
has a majority in the European Parliament. At a later stage, it would be
possible to raise the question of an election by direct universal suffrage,
as suggested by the CDU during its Leipzig congress in 2011. This
would have the advantage of giving the EU President democratic legit-
imacy and a clear democratic mandate.

Under the Treaties as they presently stand, the European Council
can undertake (i) to nominate, as President of the Commission, the
candidate presented by the party that won the European elections (an
undertaking that would be consistent with the European Council’s
obligation, under the Treaties, to take into account the results of the
European elections, (ii) to elect the President of the European Com-
mission as President of the Council. Any change in the method of ap-
pointing the President of the Commission or of the Council, with a view
to an election by direct universal suffrage, would require a revision of
the Treaties according to the ordinary procedure (intergovernmental
conference preceded by a convention, unless the European Parliament
were to accept the absence of a convention).

— With regard to the European elections it would appear appropri-
ate to ensure that the lists put forward by the national parties belonging
to a European party share the same name and programme in all the
member states. Each party should also put forward a candidate for the
post of President of the European Commission.

This reform would not require amendment of the Treaties.

— One of the problems to solve regarding European elections is
that of defining political majorities that are clearer than they have been
to date.2’ From this perspective, the suggestion of applying a majority

in their area of competence by which these govern their means of cooperation or under-
take to respect a set of fundamental rules. Inter-institutional agreements are born of the
practical requirement of the institutions to specify certain measures in the Treaties, rele-
vant to them, in order to prevent conflict and to adjust their respective competences.
Originally they were not part of the Treaties and were formally introduced with the Lis-
bon Treaty, in article 295 of TFEU.

27 Except for the EPP-Liberal agreement in 1999 that introduced, for the first time,
a partisan split within the European Parliament.
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bonus to the party winning the elections*® would be worth exploring
within the framework of a reform of the European electoral system.

Any change in the system used to elect MEPs requires a revision of
the Council decision on the election of MEPs. Under article 223 TFEU,
the procedures for electing MEPs are established by a unanimous
Council decision, after the approval of the European Parliament by a
majority vote of its members. To enter into force, this decision has to be
ratified unanimously by the member states.

— Redefining the composition of the European Commission. This is
an aspect crucial to the legitimacy of the Commission, which has been
criticised for having evolved in the direction of an intergovernmental
model and allowed itself to turn into a kind of second Council. In order
to break away from the principle of “representation” of the member states
within the College of Commissioners, the President of the Commission
should be given the possibility to choose the portfolios given to the com-
missioners (without negotiation taking place between the states) and to
create a hierarchy of portfolios by creating “Deputy Commissioners”.

It is possible to change the number of members of the European
Commission without modifying the Treaties via a simple decision on
the part of the European Council acting unanimously (art. 17 par. 4
TEU). However a change to the rules governing the Commission’s
composition, which breaks away from the equal rotation principle be-
tween the member states and the principles set by article 244 TFEU,
would require a revision of the Treaties according to an ordinary pro-
cedure (IGC preceded by a convention).

— Better communication by the European Commission. The College
of Commissioners should make public the results of its weekly meeting
to a much greater extent than it does at present (its work remains rela-
tively confidential, even though it is, in many ways, same as that of a
council of ministers. This is partly because the minutes of a College
meeting are not available until a week after the event itself). At the very
least a press release summarising the main points addressed and the main
decisions taken should be published on the very same day. Finally a Eu-
ropean audiovisual agency might be created to do more than what is
done within the framework of the existing initiatives (Arte, Euronews).

This reform could be implemented with the Treaties as they stand.

28 For more details, see T. Chopin and L. Macek, Apres Lisbonne, le défi de la poli-
tisation de I’ Union européenne, in Les Etudes du CERI, n. 165, Centre d’Etude et de Re-
cherches Internationales, Sciences Po, 2010.
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2.2. Involving the National Parliaments in Economic and Budgetary
Supervision.

In terms of strengthening democratic legitimacy, the national par-
liaments and the European Parliament have a decisive role to play.

— The implementation of article 13 of the fiscal compact? would
make it possible to increase the involvement of the national parliaments
in decision-making processes and therefore also the legitimacy of de-
cisions taken concerning budgetary control.3® This implementation
could be based initially on a conference of eurozone MEPS belonging
to the European Parliament’s Committee on Economic and Monetary
Affairs (excluding those from states that have not ratified the fiscal
compact), and of the chairs of the national parliaments’ finance com-
mittees and economic affairs committees. This eurozone conference
could adopt initiative reports and issue opinions or resolutions.

The means for implementing article 13 of the Fiscal Stability
Treaty could be laid down in the framework of an inter-institutional
agreement.

— The eurozone conference would be given an important role with-
in the economic and budgetary supervisory mechanisms that are envis-
aged for the member states of the economic and monetary union. It
would meet in regular sessions; it would also be possible to convene
complementary extraordinary sessions. On the basis of the reports pre-
sented by the member states and the Commission (which should allow
a consolidated view of euro area public finances), but also of investi-
gations that it might launch of its own initiative, this institution would
monitor the solidity of the eurozone and the member states’ respect of
the commitments made (a qualified minority of MPs/MEPs might be
given the power to have recourse to the European Court of Justice in
the event of a breach). It would also need to be informed of progress
achieved in the implementation of measures relating to the conditions
governing aid programmes and would have the power to convene hear-

29 Article 13 of the new Treaty stipulates that “the European Parliament and the na-
tional Parliaments of the Contracting Parties will together determine the organization and
promotion of a conference of representatives of the relevant committees of the European
Parliament and representatives of the relevant committees of national Parliaments in or-
der to discuss budgetary policies and other issues covered by this Treaty.”

30y, Bertoncini, Les parlements de I'UE et la gouvernance de I'UEM. Quelle di-
mension parlementaire pour I’“Union politique”?, Tribune, Notre Europe — Institut
Jacques Delors, 11 April 2013.
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ings with the national ministers, the President of the ECB and the Pres-
ident of the Eurogroup.

There would need to be a Treaty revision using the simplified pro-
cedure provided for by article 48 par. 3 TFEU. However, within the lim-
its of the competence of the eurozone conference, Treaty modification
according to the ordinary revision procedure (ICG preceded by a con-
vention) cannot be ruled out.

An institutional change in the monetary area (the possibility of con-
vening hearings with the Presisent of the ECB, which the latter is oblig-
ed to attend) would be possible using the simplified procedure envisaged
by article 48 par. 3 TFEU, but it would require a decision on the part of
the European Council acting unanimously after consultation with the
European Parliament, the Commission and the European Central Bank.

2.3. Strengthening the Legitimacy and the Role of the European Par-
liament.

— Greater proportional representation of the European population
would strengthen the democratic legitimacy of the European Parlia-
ment whose present composition far from satisfies the principle of
equal democratic representation: for example, the number of MEPs per
inhabitant is twice as high in Finland as it is in France. But since, in a
democratic system, citizens must all have the same political rights,
their vote should carry the same weight.3! This principle, i.e. that the
number of inhabitants per MEP should be same in all countries (never-
theless making provision for a minimum representation in order to
guarantee that even the least populous member states are represented),
is an objective criterion that it is difficult to fault.32 Now, in view of the
substantial increase in the powers of the European Parliament intro-
duced by the various Treaties, strengthening the democratic legitimacy
of this institution — moreover the only one to be elected by direct uni-
versal suffrage — has become a major and a necessary challenge, as the
decisions of the German Constitutional Court continue to underline .33

31V, T. Chopin and J -F. Jamet, La répartition des si¢ges de député au Parlement eu-
ropéen entre les Etats membres: un enjeu démocratique autant que diplomatique, in
Questions d’Europe — Policy paper of the Robert Schuman Foundation, n. 71, 2007.

32 A simple solution would be to have an MP for X (e.g. 1) million inhabitants with
a minimum of one or two MPs per member state.

33 The German Constitutional Court’s decision on the Lisbon Treaty stresses that the
democratic principle applied to a State means the respect of certain conditions that the
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A modification of this kind would require a revision of article 14
par. 2 TEU according to the ordinary treaty revision procedure (IGC
preceded by a convention).

— Acknowledgement of the European Parliament and Council’s
joint right to legislative initiative. The “monopoly on initiative” enjoyed
by the European Commission applies only to the “Community pillar”.
Indeed, in the areas that, prior to the Lisbon Treaty, came under the sec-
ond (common foreign and security policy) and third (justice and inter-
nal affairs) pillars, the member states have a joint right to initiative with
the European Commission. It might be appropriate to extend this rule to
the areas of the Community pillar, not with the aim of restricting the
Commission’s prerogatives, but rather to add a democratic element to
the initial stage of the Community decision-making process. A sharing
of the right of initiative between, on the one hand, the Commission
(which would retain this prerogative), and, on the other, the MEPs and
governments of the EU member states on the other (in the shape, for ex-
ample, of a joint right to initiative between these two branches of Euro-
pean legislative power) would offer two advantages over the system in
force at present: (i) it would meet the democratic requirements that form
the basis of representative democracy (in which the executive and leg-
islative bodies share the power to propose legislation), (ii) it would give
the citizens the feeling that they are being heard and that their European
and national representatives are able to convey their requests.>* This in-
novation might be presented as a complement to the citizens’ right to
initiative introduced by the Lisbon Treaty.

A modification of this kind would require a revision of the Treaties
(art. 225 TFEU) according to the ordinary procedure (ICG preceded
by a convention).

— Giving the European Parliament the opportunity to play a greater
role in the supervising excessive deficits and macroeconomic imbalances,
as part of a modification of article 126 TFEU. In particular, the European
Parliament should be able to decide by a simple majority to launch an ex-
cessive deficit procedure or the procedure for excessive macroeconomic

Union does not fulfil, notably the fact that the European Elections are not undertaken ac-
cording to the “one man one vote” principle. On this point we might refer to the discus-
sion on Les conséquences du jugement de la cour constitutionnelle fédérale allemande
sur le processus d’unification européenne, Fondation Robert Schuman / Konrad Ade-
nauer Stiftung, September 2009.

34 V. Y. Bertoncini, Europe: le temps des fils fondateurs, Michalon, 2005.
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imbalances on the basis of a recommendation made by the Commission,
should the Council have decided not to follow the Commission’s opinion.

This reform would require a Treaty modification according to the
simplified revision procedure of article 48 par. 6 TEU.

— In order to strengthen the technical expertise available to the
MEPs, a European council of economic advisors could be created,
which the European Parliament and eurozone conference could con-
sult. The Parliament and conference would also be allowed to seek the
opinion of the European Economic and Social Committee, so as to be
able to gather, in addition, the viewpoint of the body representing Eu-
ropean civil society.

The creation of a European council of economic advisors would be
possible with the Treaties as they stand. Conversely, explicit provision
would have to be made, in the Treaties, for the possibility of the Euro-
pean Parliament consulting this council (and the European Economic
and Social Committee). This would require modification of the Treaties,
according to the simplified revision procedure, which demands a unan-
imous decision by the European Council (art. 48 par. 6 TEU).

2 4. Increasing the Legitimacy of Eurogroup and Eurosummit Decisions.

— Bringing the Eurogroup under the control of the European Parlia-
ment, creating the post of Vice-President of the Commission and of the
Council responsible for matters relating to the euro and economic affairs,
so as to create the European finance minister called for by Jean-Claude
Trichet and Wolfgang Schiuble. This person would fulfil two roles con-
temporaneously: that of Commissioner for Economic and Monetary Af-
fairs and that of President of the Eurogroup, which, from that moment
on, would be accountable to the European Parliament. He would enjoy
the status of Vice-President of the Commission and of the Council. He
would be supported by the Eurogroup working group for the preparation
and follow-up of meetings concerning only the eurozone member states,
and by the Economic and Financial Committee for meetings concerning
all the EU member states. Under his authority he would have a general
secretariat of the eurozone treasury, whose mission (range of tasks)
would depend on the objectives of the fiscal union being created (in par-
ticular using the existing guarantee mechanisms and budgetary instru-

35 J. Pisani-Ferry has underlined the risk linked to such a fusion/merger, hypothesis-
ing a situation which a Commissioner requests sanctions against a state and then chairs
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ments).?> The Vice-President of the Commission and of the Council re-
sponsible for the euro and for economic affairs would be the political
voice of the euro. He would be responsible for communicating the Eu-
rogroup’s decisions and for representing the eurozone within the inter-
national financial institutions. He would be responsible for explaining
how the eurozome member states’ budgetary and structural policies form
a coherent policy mix with the ECB’s monetary policy. Finally, he
should regularly address the eurozone conference.

The tasks of this Vice-President of the Commission and of the Coun-
cil responsible for the euro and for economic affairs could be defined
within the framework of the Eurogroup Protocol.

— A committee responsible for the euro should be created within
the European Parliament. The eurozone institutions (the ESM, the
“Troika”) should be accountable for their actions before this commit-
tee. The president of this committee would also be invited to the Eu-
rogroup mettings and Eurosummits so that his opinion might be
heard.

This modification might come as part of a revision of the Eurogroup
Protocol.

3. What Methods Sould be Used?

For the process of European integration to advance, it must be un-
derstood that the question of the method to be used is inextricably
bound up with that of the political will that is required. The legal in-
struments are, in fact, technical instruments at the service of a political
project whose survival depends on the fact that it is proposed by the
states and accepted by the people.

the Council during which the proposal is to be rejected or accepted. Actually a similar
situation exists in the field of competition: the European Commission investigates and
decides, under the supervision of the EU Court of Justice. Nevertheless Jean Pisani-Fer-
ry proposes another solution, just as readily envisaged: the creation of an independent
budget committee that would make it possible to “extérioriser la surveillance des déficits
excessifs en la confiant & une autorité distincte des services de la direction générale des
affaires économiques et financieres (ECFIN), (...), sur laquelle le commissaire n’aurait
pas autorité. La mise en place d’un tel comité budgétaire indépendant libererait le com-
missaire de son role de procureur et permettrait alors d’envisager qu’il cumule ses fonc-
tions avec celle de président de I’Eurogroupe”, in Assurance mutuelle ou fédéralisme:
I’euro entre deux modeles, Bruegel, 8 October 2012, available at

: http://www.bruegel.org/nc/blog/detail/article/911-assurance-mutuelle-ou-federalisme-
la-zone-euro-entre-deux-modeles/.
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3.1. The Centrality of the Dialogue Between France and Germany.

From this perspective, the period leading up to the European elec-
tions of May 2014, which will culminate in the selection of the next
President of the European Commission, is crucial, because it will
oblige those involved in the European debate — governments, citizens,
civil society — to declare the direction they wish to impart to the
process of building Europe. It is, in fact, clear that it is not so much
written texts as practical political action that will prove decisive. In-
deed, the EU’s capacity, or otherwise, to advance will depend very
much on who is chosen to lead the European institutions. In this regard,
the differences that have arisen in recent weeks between the President
of the European Commission and some national leaders are, at once,
worrying and reassuring: worrying because they undoubtedly have the
effect of rendering the EU more fragile at what is already a time of
great political, economic and social uncertainty; reassuring because
they mark the start, finally, of a true politicisation of the European de-
bate, which was something quite unthinkable until just a few years ago.

The relations between France and Germany, on the other hand, mer-
it a different analysis, as they may be seen as a particularly reliable gauge
of European political will. We know from the lessons of the past that the
European project does not advance unless there is convergence between
France and Germany. In this regard, the recent tensions between Paris
and Berlin should not be overplayed. Franco-German relations have al-
ways been influenced by domestic electoral cycles and the early part of
a term of government is typically something of a trial period, in which
leaders first judge and then gradually get to know each other.>® The first
year of Hollande’s presidency was no exception and now, after a period
of tension, Franco-German relations seem to be entering a new era.
However, whereas Germany, until now, has always promoted a federal
vision of the European project (while France remained more attached to
an intergovernmental solution), it now seems to be tempted to place the
economic and political leadership of the eurozone in the hands of the
states rather than the European institutions.3” This change of direction

36 Cf. H. Utterwedde, Coopération franco-allemande: des tensions productives,in T.
Chopin and M. Foucher (eds), Rapport Schuman sur I’Europe. L’état de I’'Union 2013,
Paris, Lignes de reperes, 2013.

37 Cf. P. Ricard, L’Allemagne s’est convertie a une Europe des Etats et a un pilota-
ge économique de la zone euro, Le Monde, 24 June 2013.
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could signal a new balance in Franco-German relations, whose apparent
evolution is taking place in a setting in which Germany is showing a new
readiness to develop special relations with other member states, be they
the UK or the countries of central and eastern Europe.

This declining federalist fervour on the part of Germany, coupled
with a real weakening of French influence within the EU,?® has impli-
cations as regards the method used to organise economic governance in
Europe and to create, when the time comes, the political union. For this
reason, different possible methods need to be identified and their feasi-
bility analysed bearing in mind the relations between political forces
within the EU and their chances of reaching the objectives set.

3.2. Evolution with or without Treaty Revision?

To begin with, there are certain steps that could be taken without al-
tering the current legal framework and that would simply require the
interested states to give eurozone economic governance a political di-
mension. These undoubtedly include the appointment of a full-time
president of the eurozone (who would therefore have no other, nation-
al mandates) and the establishment of timetables for the economic and
fiscal convergence of the member states and for achieving unified rep-
resentation of the eurozone within the IMF and the World Bank. All
these are reforms that could certainly be introduced using the mecha-
nisms envisaged by the current Treaty framework, providing there ex-
ists the political will to carry them through.

However, it is clear that, political signals aside, the achievement of
full integration of the eurozone in the economic and banking spheres,
thereby completing its monetary integration, will require a significant
evolution of the current legal framework; but how might this be pursued?

An initial option could be to use the instrument of enhanced cooper-
ation between the 17 — soon to be 18 — euro area countries. The Lis-
bon Treaty does, in fact, make provision for more extensive recourse to
enhanced cooperations, which can now be established in all the areas of
European action, providing they involve at least nine member states and
do not contravene the Treaties. Thus, enhanced cooperations could be
undertaken in relation to specific issues, as was the case of the agreee-
ment on the introduction of a tax of financial transactions, which was en-

38 Cf. F-X. Priollaud and D. Siritzky, Que reste-t-il de I'influence francaise en Eu-
rope?, Paris, La documentation francaise, 2011.
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tered into by eleven member states. But this is, precisely, an instrument
designed to be applied in specific sectors — the EU patent and the law
applicable to divorce and legal separations with international implica-
tions, for example — rather than to a broad project for economic union.

In these circumstances, the ordinary Treaty revision procedure
would seem to be best route to follow in order to move the process of
European integration forward. This is the method that has always been
used in the past, be it in relation to the creation of the single market (the
Single European Act) or the single currency (Maastricht Treaty), or to
the area of common foreign and security policy or European policy on
asylum and immigration (Amsterdam Treaty). Today, however, it is no
longer certain that there exist the political conditions necessary for re-
vision of the Treaties, i.c. the unanimity of the member states necessary
to approve and ratify the changes proposed. Opting for the Treaty revi-
sion route would have the effect of opening, once again, the Pandora’s
box of demands, from different member states, for special treatment,
starting with the UK which, more than ever, seems set on redefining the
terms of its relations with the European Union.3?

3.3. Recourse to an Intergovernmental Treaty?

Whereas the unanimity needed in order to revise the European
Treaties seems unlikely ever to be reached, there remains the possibil-
ity of having recourse to the constituent method through the signing of
an international treaty, compatible with the founding Treaties.** This
method has already been used in the past: in the area of cross-border
police cooperation, for example, it led to the signing of the Priim Con-
vention in 2005, which rapidly became part of the acquis communau-
taire. A definite advantage of using an international treaty is that it does
not need unanimous ratification by the signatory states in order to take
effect. Indeed, the conditions of its entry into force could be similar to
those governing the entry into force, in 2012, of the Fiscal Stability
Treaty (fiscal compact).

39CE.T. Chopin and J.-F. Jamet, Grande-Bretagne: sortir du dilemme, Le Figaro, 24
January 2013; J.-F. Jamet, Several Europes but which ones ? A proposal to rationalise
European Integration, in T. Chopin, M.. Foucher (eds.), Schuman Report on Europe. State
of the Union 2013, Springer, 2013; T. Chopin “Two Europes”, in Europe in search of a
new settlement. EU-UK relations and the politics of integration, London, Policy Net-
work, 2013.

40V, J-C. Piris, The Future of Europe: Towards a Two Speed Europe?, Cambridge,
Cambridge University Press, 2012.
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It must nevertheless be recognised that choosing the option of an in-
ternational treaty instead of European Treaty revision would possibly
signal a renunciation of more decisive steps towards the economic and
fiscal federalism that the crisis has shown to be necessary. This option
would reinforce the intergovernmental character of the economic and
monetary union, and thus raise questions regarding the democratic in-
tegrity of this political project. Clearly, with the people(s) of Europe
expecting the European project to be founded on political legitimacy,
the European Parliament and the national parliaments cannot be ex-
cluded from the process of economic integration. In other words, any
step towards closer European integration must be accompanied by the
achievement of closer democratic integration.

3.4. Recourse to the “Convention” Method?

Recourse to the use of “conventions”, not just to revise the Treaties
but also to legitimise the European project, is an original approach that
deserves to be examined in depth. After all, conventions, which bring
together national MPs, MEPs, government representatives and mem-
bers of the European Commission (i.e. complementary sources of le-
gitimacy), have already been shown to work.

Specialised conventions — whose composition would vary de-
pending on the issues being examined — might be convened by the Eu-
ropean Council, which would authorise them not to legislate, but to de-
fine proposals on major aspects of European integration. These pro-
posals, insofar as they fall within the framework of the current Treaties,
would be submitted to the European legislator for examination.

From the European social model to the community budget, the de-
bate over the Union’s borders or the future of the common agricultural
policy, a more frequent use of conventions would be an intelligent way
of involving the national parliaments, whose role, far too often, is con-
fined to that of censors of the construction of Europe. In this way they
would become a real driving force and one, moreover, that is not out of
touch with national public opinion.

3.5. What Compromise is Possible?

Clearly, since both Treaty revision and the signing of an interna-
tional Treaty, are avenues that present certain limitations, there exists
no ideal solution. For this reason, the final part of this analysis is giv-
en over to the outlining of a compromise that might be deemed accept-
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able, namely a Treaty modification that:

— consolidates the existing international treaties (EMS, fiscal com-
pact) in a Protocol on Economic and Monetary Union to be annexed to
the TFEU;

— creates a revision procedure for this protocol, which authorises
the EMU member states to modify the provisions of the TFEU specif-
ically relating to EMU without the need for ratification by the non-eu-
rozone member states. Every new provision would, of course, have to
be compatible with the other provisions of the Treaties;

— specifies, in the framework of a Protocol on the United King-
dom, the areas (in addition to the internal market) in which the UK con-
tinues to participate. In this framework the UK would clearly cease to
have a voice (in the European Parliament and in the Council) on deci-
sions relating to areas in which it has decided not to participate. As re-
gards the EU budget, the UK would have a say only on issues relating
to the areas in which it participates, but not on the budget as a whole.
Finally, the UK would retain an opt-in right regarding policies in addi-
tion to those in which, under the terms of the Protocol, it had already
undertaken to participate.

— introduces amendments that strengthen the democratic legitima-
cy of the European institutions (cf. the proposals set out herein).

The crisis, the European citizens’ growing mistrust of the European
institutions, and the reforms now under way bring Europe face to face
with a major political challenge.

With the European elections on the horizon, the time has come to
get the debate started. Even though France and Germany’s presentation
of a joint document in the run-up to the European Council summit of
June 27-28, 2013 must be viewed positively, the EU’s future institu-
tional framework and policies still need to be clarified.

The recent Franco-German initiatives are, in fact, somewhat am-
biguous and raise a series of questions that need to be answered, for ex-
ample that of the future full-time Eurogroup president’s accountability
to the European Parliament. In addition, the idea of strengthening in-
tergovernmental coordination raises the question of the risk of compe-
tition, on economic matters, between the two branches of executive
power (the Commission and the Council) and between the two differ-
ent sources of provisions (intergovernmental treaties within the euro-
zone and EU Treaties). How can all these elements be reconciled?
Moreover, the powers of the offshoot of the European Parliament re-
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sponsible for the eurozone would also need to be clearly specified.
How would this body exercise its democratic control? Would it have
the power of co-decision with the Council on economic matters?
Would it exercise any control over the “Troika”? Would it have the
power to question and approve the appointment of the President of the
Eurogroup? Finally, everything is still very vague as regards the
method to be used and, in particular, the possible amendment — even
limited, in line with Germany’s wishes — of the Treaties. In this last
scenario, advances in eurozone integration would clearly bring to the
fore the difficulties concerning the framing of the relationship between
the EU and the eurozone, in other words the need for stronger differ-
entiation between the status of the eurozone and that of the broader EU
(i.e. the EU countries that are not part of the eurozone, in particular the
UK, which would seize on any Treaty revision procedure as an oppor-
tunity to renegotiate derogations).

The crisis has had the effect of eliminating many taboo terms: po-
litical union, fiscal federalism, banking union. The debate must be pur-
sued in more depth in order to speed up the introduction and imple-
mentation of the reforms that are now desperately needed in order to re-
store the citizens’ faith in the European institutions.
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Slippery Slope: the Need
to Reverse the re-Atlanticisation
of European Defence

HAJNALKA VINCZE

The European Union’s so-called Common Security and Defence
Policy (CSDP) celebrates its 15th birthday in a state of deep hiberna-
tion, to use the expression employed by the French Chief of the De-
fence Staff, admiral Guillaud.! Once the centre of attention and the
winner of all popularity contests — Eurobarometers made a point of
showcasing its level of support in public opinion (consistently topping
the 70 per cent mark) during the first couple of years, but then appar-
ently lost interest in the question —, considered both the symbol of the
Union’s strategic ambitions and the depository of its true potential, the
CSDP is now the “stepchild” of European integration: the one that puts
its weaknesses in a cruel light, while at the same time diverting atten-
tion and resources from the “real issues” on Europe’s agenda.

Blaming the financial crisis and the subsequent turmoil for the CS-
DP’s fall from grace would be all too easy but, more importantly, it
would be false. The derailment of the EU’s defence policy from its
original course pre-dates the onset of the crisis; indeed, were it not for
this derailment, the CSDP would have all the potential to be part of the
solution to Europe’s current predicaments. And a crucial part at that: a
shared strategic vision underpinned by actual defence initiatives would
give Europe a badly needed boost, both psychological and economic.
The European Council’s so-called Defence Summit in December 2013
may turn out to be the starting point for a revival. The present paper
will argue that even keeping the CSDP in hibernation would be better,
for Europe, than re-launching it along the route it had started to go
down before falling into its artificial coma. A radical return to the foun-
dations is needed, if European defence is ever to live up to its name, in
other words to both the “defence” and the “European” parts.

! Hearing of Admiral Edouard Guillaud before the Defence Commission of the As-
semblée nationale, 5 October 2011.
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The re-NATO-isation of the EU’s Security and Defence Policy

If there is one clear illustration of why constructive ambiguity, a
much-touted concept, should never be cultivated in order to overcome
deeply rooted divergences, and to create the appearance of unity and
the illusion of a policy, it is that provided by the defence domain. A
faux pas here might jeopardise vital interests and leave the states that
made it constrained, for several decades (the lifespan of major equip-
ment programmes), to follow a counterproductive course. This is obvi-
ously the risk now facing European defence. When it was launched in
1998-1999, the principles on which it was officially based upon were
clearly left deliberately ambiguous to accommodate two irreconcilable
visions. The decision to include the question of military equipment
opened the way for a re-interpretation of the original intention and even
for the prospect of a possible return to the status quo ante — this time,
however, with Europe in a much weaker position.

The Original Idea of EmancipationThrough the CSDP.

Even in hindsight, knowing its very mixed results, the Franco-
British proposal announced in December 1998 in Saint-Malo, adopted
half a year later in Cologne by the Fifteen, which then officially
launched what was first called the CESDP (Common European Securi-
ty and Defence Policy), did indeed represent a genuine breakthrough.
This is true even though it was actually just a clever cover for two vi-
sions that were still diametrically opposed. For Britain, the new instru-
ment was a means of enhancing the Europeans’ capabilities for the sake
of NATO: the more capable the allies became, the more valuable they
would be for Washington, which, therefore, would be more inclined to
stay engaged in Europe — this being, as much as ever, the key strate-
gic priority for London. France, on the oher hand, saw the CESDP as a
decisive step towards laying the foundations for European sovereignty
and for turning the EU into a fully-fledged, autonomous player on the
international stage. Notwithstanding these irreconciliable differences,
Saint-Malo saw the achievement of what nobody would have thought
possible even a couple of years before. The former NATO monopoly on
European security matters was replaced by a sort of cohabitation be-
tween the North Atlantic Alliance and the European Union. The main
functions of the Western European Union — in the nineties the WEU
floated between the two institutions — were absorbed by the EU. The
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Alliance’s attempt, a non-starter from the outset, to establish a Euro-
pean Security and Defence Identity (ESDI) within NATO, based on the
principle of “separable but not separate” European capabilities, had to
make way for the EU’s brand new, and far more dynamic and popular
policy: the CESDP.

Regardless of British reservations, the fact was that NATO no
longer had a monopoly, and the EU was henceforth a legitimate setting
in which to discuss and develop policies on military matters. As
Richard Hatfield, Policy Director at the UK Ministry of Defence, put
it: Saint-Malo “let the genie out of the bottle.”> This was an opinion
widely shared in the American policy establishment from the outset.
The United States’ representation in Brussels was quickly increased by
half, and US Secretary of State Albright did not shy away from publicly
setting conditions for this “autonomous” defence endeavour on the part
of America’s closest friends and allies. She famously stressed the need
for Europeans to avoid “the three Ds”: namely “decoupling” European
decision-making from the Alliance (thereby enshrining NATO’s so-
called right of first refusal); “duplication” of NATO structures and
planning processes; and “discrimination” against non-EU member NA-
TO allies (most notably Turkey). To further demonstrate US discontent,
and perhaps also their hope that the Europeans might have second
thoughts, American diplomats persisted for months, sometimes even
years, in confusing European security “identity” with European securi-
ty “policy”, using the acronym ESDI when referring to the CESDP.?

However, the difference between the two was anything but in-
significant, as pointed out by Peter Rodman at a congressional hearing
in 1999: “This EU effort to construct a separate European defense iden-
tity comes three years after NATO adapted its own procedures to rec-
ognize and promote a European Security and Defense Identity within
the Alliance framework. The new EU procedure, in contrast (at least in
some Europeans’ minds), will enable Europe to dispense with the
Americans, ‘if it wishes’. That seems to be, indeed, its whole point.”4

2 Richard Hatfield, The Consequences of Saint-Malo, public lecture at IFRI, Paris,
28 April 2000.

3 Madeleine Albright, William Cohen, Get ESDI Right, Wall Street Journal, 24 Mar-
ch 2000.

4 Peter W. Rodman, European Common Foreign, Security, and Defense Policies -
Implications for the United States and the Atlantic Alliance, testimony before the Com-
mittee on International Relations, United States House of Representatives, 10 November
1999.
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The future Assistant Secretary of Defense for International Security Af-
fairs could not have been more right. Leo Michel, from the US Nation-
al Defense University, recently summed up the Americans’ main wor-
ries: “American officials and experts worried that key consultations
and decisions affecting European political-military and defense matters
might migrate over time from NATO, where America’s unique political
and military strengths ensure it has a prominent role in shaping Al-
liance policies and operations, to the EU, where there is no US seat at
the table.” Or as the editor of the Atlantic Monthly put it back in 2005:
“NATO is ours to lead, unlike the increasingly powerful European
Union.”®

Recent years have seen a marked change in the Americans’ narra-
tion of the situation. Contrary to widespread belief, this change does
not represent a genuine shift in the US approach, but is, rather, the log-
ical consequence of the derailment of the CESDP (now called the CS-
DP) from its initial course. Since early 2008,” Washington has been is-
suing repeated verbal assurances that “the prevailing concern among
American officials and experts is not that EU activities in the security
and defense domain risk overshadowing NATO”. Quite the contrary.
The main worry — according to the official line — seems to be hence-
forth that these activities are not enough. “Theological debates” about
whether the EU or NATO is the proper framework apparently do not
count any more, the only important thing is to deliver the capabilities
needed to reach common goals. Obviously this is only partly true. First,
Washington is as determined as ever to preserve NATO’s primacy in
the two fields that are deemed crucial for staying in control, namely in
the area of military operational command and in the defence industrial
sectors. As for the rest, this newfound nonchalance is the direct result
of a realistic assessment of the CSDP’s evolution over the past fifteen
years. To put it bluntly, there is clearly no longer anything to fear. Not
only has the EU’s defence policy retreated spectacularly compared to

5 Leo Michel, NATO, the European Union and the United States: Why not a virtuous
ménage a trois?, Project paper presented at a conference “The Future of the U.S. Euro-
pean Command in a Post-Afghanistan, Post-Arab Spring, Chaotic, Unpredictable and Fi-
nancially-Constrained ‘New, New World’ ”, co-hosted by the Atlantic Council and the
National Defense University, in July 2012.

6 Robert D. Kaplan, How We Would Fight China, The Atlantic Monthly, June 2005.

7 Speech by Victoria Nuland, US Permanent Representative to NATO, in Paris in Ja-
nuary 2008.
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its initial dynamic, but the regression has become so blatant that even
the possibility of its return to the NATO fold is nowadays being evoked
increasingly openly.

The Reversal of the Initial Concept: Retreat Area by Area.

The necessity to respect the so-called complementarity with NATO
resulted, in practice, in the imposition of a series of restrictions on the
CSDP the first of these being the exclusion from its remit of anything
even remotely resembling territorial defence per se. However, even
though real progress, in line with what was initially planned and envis-
aged, would nevertheless have been possible within this strictly-de-
fined framework, the actual outcome has turned out to be far from a re-
alisation of the CSDP’s true potential. Expectations were deceived,
taboos maintained and, due partly to the much-touted comprehensive
approach, the debilitating principle of so-called complementarity even
found itself reinforced over time. The CSDP, following an initial phase
of dynamic advances, apparently hit a plateau around 2005, and has
been plagued by missed opportunities, persistent impasses, and even
spectacular retreats ever since. Suffice it to think of the very limited
scope and ambition of its overwhelmingly low-risk operations (that
make them almost impossible to distinguish from mere political ges-
tures); of the lack of a coherent policy framework surrounding them, as
a result of which they all seem more like haphazard adventures; or of
the defining moments when the CSDP missed the call, failing to engage
in operations that were tailored to its original objectives (Libya in
2001, Lebanon in 2006, and most recently Mali).

Furthermore, the member states also turned out to be unable to de-
sign the financing arrangements in a manner that might prevent them
from acting as a de facto disincentive to countries that would otherwise
volunteer to “do more” — the Athena common funding mechanism still
covers only about 10 per cent of spending on military operations, while
all other “costs lie where they fall”—; unable to put to use the Battle
Groups — launched in 2004, not once have the Battle Groups been en-
gaged to date (moreover, the whole BG system is increasingly hollow:
throughout 2013, for instance, only one BG was kept on the alert in-
stead of the required two) —; unable, too, to remove the UK-imposed

8 Jean-Paul Perruche, Pour une complémentarité UE-OTAN, in Gregory Boutherin
and Emmanuel Goffi (editors), L’Europe et sa défense, Paris, Choiseul, 2011.
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cap on the European Defence Agency’s annual budget in order to allow
it to function as a genuine “back office” to the CSDP, tackling effec-
tively its most significant capability deficiencies. It is also to be noted
that no major defence equipment programme (with the capacity to have
structuring effects on the European technological and industrial base)
has been launched since the A400M in 2003. The EU’s Satellite Centre
has no assigned European assets, so it has to buy all its imagery on the
market — which makes it 80-90 per cent dependent on US commercial
satellite imagery. Meanwhile, the EU Intelligence Analysis Centre
takes about two months to process a request.

In any case, the CSDP is not about to go beyond its role as an oc-
casional security service provider, since the question of territorial de-
fence remains firmly excluded from its field of competence. Even
though the hypothetical prospect has been present in the EU Treaties
ever since Maastricht, in practice the idea of Europe-wide collective
defence is at risk of dying. Indeed, the only firm collective defence
commitment between Europeans disappeared with the definitive
demise of the Western Union in 2011. Although the relevant provisions
in the Lisbon Treaty might seem to take a step in this direction, in re-
ality they enshrine the primacy of Article 5 of the North Atlantic Treaty.
Finally, the perennial question of an EU operational headquarters is a
reliable barometer of trends in the field of European defence. The cre-
ation of a military planning and conduct capability remains impossible,
despite the fact that the absence of such a capability reduces opera-
tional effectiveness (unduly increasing reaction time), generates a cum-
bersome duplication between national headquarters that repeatedly
have to be re-activated and dismantled, and results in a loss of conti-
nuity and institutional memory. For the United Kingdom, it still con-
stitutes a red line. The only way to overcome the deadlock is through
civil-military fusion; however, were such a mixed operational structure
to be put in place, it might well become another example of how the bi-
ased application of the EU’s comprehensive approach is on the point of
smothering the CSDP’s military dimension.

In fact, today, the main risk of regression stems from the rise of the
so-called comprehensive approach. Obviously there is nothing wrong
with agreeing that the EU needs to use the whole range of instruments at
its disposal to effectively and lastingly address security challenges. In
Europe this concept is self-evident. But the comprehensive approach,
turning the CSDP on its head, goes far beyond simply organising the
closest coordination possible. In practice, it entails the dispersion and the
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marginalisation of the military component; the director of the French
Defence ministry’s Délégation aux affaires stratégiques has likened it to
“carbon monoxide”. To quote Michel Miraillet, “You do not see it. You
do not smell it. But in the end it kills us all.”® Indeed, the comprehensive
approach is a pretext to limit as much as possible the military compo-
nent, not only within the EU’s external relations generally, but also with-
in the CSDP itself.!” Combining pro-NATO Atlanticist orthodoxy on the
one hand, with pacifist daydreams of a “civilian power Europe” on the
other, would result in what London has always advocated: the EU as a
useful civilian complement to NATO’s hard power.

In this spirit, and with the purpose of keeping European defence
firmly constrained by the “complementarity” principle, a significant
EU-NATO rapprochement is ongoing, and, according to some, might
ultimately lead to a re-merger. Let us not forget here the initial misgiv-
ings about letting the EU and NATO get too close to each other. As not-
ed in a Centre for European Reform policy paper, “The French seem to
worry that EU defence is a delicate flower which risks being squashed
in the embrace of a military giant such as NATO. French officials
sometimes say that close EU-NATO co-operation could lead to the US
gaining excessive influence over EU foreign and defence policy.
French fears about US priorities are not completely unfounded.”!!
However, even though the Turkey-Cyprus dispute continues to limit
formal cooperation, practical rapprochement between the two organi-
sations is now a clearly perceptible trend. The NATO Permanent Liai-
son Team to the EU and the EU cell in NATO attend most of the daily
operational briefings held at the headquarters of the organisations with
which, respectively, they liaise, while the NATO Secretary General’s
presence at the EU defence ministers’ meeting has practically become
a tradition — in addition to his attendance at numerous non-institu-
tional occasions that provide plenty of opportunities for coordination
and discussion (such as “transatlantic dinners” for EU and NATO for-
eign ministers) —, and the representatives, to NATO, of the rotating

9 Nicolas Gros-Verheyde, L’approche globale est comme le monoxyde de carbone...,
Brussels, 13 July 2013. (http://www.bruxelles2 .eu/defense-ue/defense-ue-droit-doctrine-
politique/lapproche-globale-cest-comme-le-monoxyde-de-carbone .html)

10 For more details, see Hajnalka Vincze, “Approche globale”: le danger mortel, 22
July 2013. (http://blog.hajnalka-vincze.com/2013/07/approche-globale-le-danger-mor-
tel. html)

I Daniel Keohane, Unblocking EU-NATO Co-operation, CER Bulletin Issue 48,
Centre for European Reform, June/July 2006.
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EU presidency provide the North Atlantic Council and NATO Military
Committee with weekly updates on EU activities. Moreover, double-
hatting of military representatives has become a standard practice —
indeed, with even France deciding to send the same general to EU and
NATO meetings, Belgium, Luxemburg and Greece are now the only
countries still adhering to the principle of separate hats. The problem,
again, is not coordination, but the obvious pro-NATO bias. It speaks
volumes that the generals representing their nations in European de-
fence settings spend most of their time (routinely six days out of sev-
en, and even when discussing EU issues) at NATO headquarters.

The Conceptualisation of Abdication.

The regression of the CSDP has now reached a point at which the
notion of transferring its structures back to NATO is openly evoked.
The fact that a former defence minister of Bulgaria, speaking at a con-
ference, could go as far as to say that the financial crisis clearly shows
that “it is time to stop bothering ourselves with the CSDP, and to put all
our eggs into the NATO basket instead,” is a faithful reflection of the
general atmosphere.'? Albeit lacking the Bulgarian minister’s inimitable
style, a number of experts have recently expressed similar ideas. The di-
rector of Carnegie Europe, Jan Techau, back in 2011, urged “Forget CS-
DP, it’s time for Plan B.” If his remark is not, in itself, surprising, nei-
ther should it come as a surprise that, to him, Plan B means uncondi-
tional Atlanticist loyalty. As he put it, “Europe should stop building a
Potemkin village called CSDP when what it really needs will be deliv-
ered in return for some solid cultivation of the transatlantic link.” Euro-
peans simply need to give up “futile strategies of independence or coun-
terbalancing,” and admit to themselves and to anybody interested that
“in the end, it’s Americans who will guarantee Europe’s security.”!3

The way to institutionalise this explicitly non-ambitious approach is
to recognise, as Latvia’s defence minister did at the 2012 Riga Confer-
ence, that EU-NATO relations are a “hindrance”, for which there is a

12 The first part of exact quote said “cut the cr... on CSDP.” Boyko Noev is former
minister of defence of Bulgaria (1994-1995), (1999-2001), senior fellow with the Center
for the Study of Democracy, and member of the Strategic Advisors Group of the Atlan-
tic Council. He intervened at the “The Future of US European Command” conference,
organised by the National Defense University and the Atlantic Council, 19 July 2012.

13 Jan Techau, Forget CSDP, It’s Time for Plan B, European Council on Foreign Re-
lations, 26 August 2011.
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simple solution: namely to “basically merge the two organisations.”
Even Jolyon Howorth, one of the leading specialists on the CSDP and
formerly known to be clearly in favour of European autonomy, has now
started to strike a different chord. In 2012, he started to float the idea
that “there must gradually and progressively be an institutional and po-
litical merger between CSDP and NATO.”!# By 2013, the idea had
been further developed: “Allied Command Operations/SHAPE should
be merged into CSDP” (if, in fact, given the disparity between
SHAPE’s 13,000-strong personnel and the EUMS’s staff of 350, it is
possible to talk of a merger rather than a takeover); a “robust CS-
DP/NATO entity” should be created and the political steering bodies
adjusted accordingly; there should also be a merger between the Euro-
pean Defence Agency and ACT (Allied Command Transformation,
based in Norfolk, Virginia, that traditionally acts as the conveyor belt
of US doctrinal-industrial priorities into the Alliance)."

Behind these merger ideas, we can observe a parallel ideological
shift towards Occidentalism as a philosophical-political stance. It was
duly celebrated at this year’s (2013) Riga conference, where the above-
mentioned Jan Techau, for instance, stated that for Europe to become a
real partner to the US, the Europeans have “to develop a sense that the
Americans and us, we are in it together.” In order to face the challenges
of the 21st century, we need to reaffirm our Western togetherness. The
fact is that even formerly sceptical thinkers now seem tempted to adopt
this approach. In his 2007 rapport to President Sarkozy, former French
foreign minister Hubert Védrine rang the alarm bells against what he
called “Atlanticist/Occidentalist temptation”, pointing out that yielding
to it is justifiable only if we see ourselves as belonging, first and fore-
most, to the so-called West, before considering ourselves Europeans or,
in his case, French. However, Védrine himself is using the word “West”
more and more frequently; in one of his recent interviews he used it no
fewer than six times.!® Another example, on the other side of the At-
lantic, is Charles Kupchan, former Director for European Affairs in the
National Security Council under President Clinton. In 2006, Kupchan

14 Jolyon Howorth, CSDP and NATO Post-Libya: Towards the Rubicon?, Egmont
Institute Security Policy Brief n. 35, July 2012.

15 Jolyon Howorth, The EU and NATO after Libya and Afghanistan: the Future of
Euro-U.S. Security Cooperation, Yale Journal, 26 February 2013.

16 Que reste-t-il de I’hyperpuissance?, interview with Hubert Védrine, by Pascal Lo-
rot, in Revue Géoéconomie, August-October 2013.
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wrote that “American and European interests have diverged, institu-
tionalized cooperation can no longer be taken for granted, and a shared
Western identity has attenuated.”!” Yet the same Kupchan speaks now,
in the very title of his latest book, of “the West and the rest.” A re-as-
sertion of the West paralleled by the achievement of a CSDP-NATO
merger would return European defence to its pre-CSDP stage. In short,
it would be back within NATO, but this time without even the prospect
of possibly becoming autonomous one day — since its very return
would signal that this option had already been explored and abandoned.

The Twin Crises:
an Opportunity for the re-Europeanisation of our Defence

Discussion and reflection on European security matters have been
dominated over the last two years by two issues presented as having a
determining impact on the future of European defence: the economic
and financial crisis and America’s strategic rebalancing towards Asia.
The former is widely referred to as a “black swan” (i.e. an unexpected
event of huge impact), while the so-called US pivot is sometimes in-
terpreted as an abandonment of Europe by its protector-ally (sometimes
as a wake-up call for Europe to do more; most often both). Both these
assertions are arguably misleading. First, the crisis has merely accentu-
ated and shed an unforgiving light on trends and preferences that were,
in fact, already present. Second, as regards the pivot, it can hardly be
imagined that the US is about to take a hands-off approach to Europe
in the strategically decisive fields, thereby leaving a void that could be
filled with genuinely European defence initiatives. Having said this,
both developments represent formidable opportunities, provided they
are assessed realistically, and seized upon in order to fundamentally re-
set Europe’s defence priorities.

The Budgetary Impact of the Crisis and the Psychological Shock of the
“Pivot”.

As far as the cuts in European military budgets are concerned, the
figures speak for themselves. The project leaders of a one-year research
programme conducted by the National Defense University and the At-
lantic Council pointed out that: “European defense capabilities were al-

17 Charles A. Kupchan, The Fourth Age: The Next Era in Transatlantic Relations, in
National Interest, September-October 2006.
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ready at a very low level of investment and stretched thin by years of
deployments when fresh precipitous decline began for most European
states in 2008.”!8 Thereafter, growing budgetary constraints led to in-
creasingly rapid and substantial defence cuts, amounting to up to 20 per
cent in the smaller states, around 10 per cent in most of the medium-
sized ones, and around 8 per cent in the UK and Germany.!?

These significant budgetary constraints led mainly to so-called hor-
izontal cuts: drastic reductions of existing capabilities across the spec-
trum and of operational and maintenance costs, thereby leaving capa-
bilities unready and/or unavailable, in other words hollowing out the
armed forces. There have also been some vertical cuts (elimination of
entire national capabilities), such as the scrapping of the UK’s maritime
patrol capability; the loss, to the Dutch army, of all its tanks, as well as
France’s abandonment of its second aircraft carrier programme, and
with it of the idea of having a permanent carrier presence at sea. In all
cases, the result is an erosion of capabilities, which necessarily entails
a lowering of strategic ambition. As the British establishment now ad-
mits (and others take for granted without admitting it) “British defence
policy rests on the assumption that we will not fight a major war except
in partnership with the United States.”?° Even within this dependence-
based framework, continuing cuts mean that, in the words of the UK
Chief of Defence staff, “we have to recalibrate our expectation of the
level of capabilities we can field.”?!

All this makes it easier to understand why the announcement of the
US “pivot” to Asia left the European governments deeply trauma-
tised.>?> The comment that “Most European countries are now produc-
ers of security rather than consumers of it. Combined with the draw-

18 Charles Barry, Hans Binnendijk, US and European Defense Capabilities and Coo-
peration: Widening Gaps, paper presented to a State Department Outreach seminar in
Washington D.C., with a short version published under the title Widening Gaps in U.S.
and European Defense Capabilities and Cooperation in Transatlantic Current n. 6, July
2012, National Defense University.

19 Christian Molling, Trends within the European Union, in C.M. O’Donnell (edi-
tor), The Implications of Military Spending Cuts for NATO's Largest Members, Brooking
Institution Analysis Paper, July 2012.

20 Hearing of former British Foreign Secretary Douglas Hurd, Foreign Affairs Com-
mittee 2010, House of Commons, Global Security: UK-US Relations, 18 March 2010.

21 Leigh Hamilton, Stepping Up (Interview with UK Chief of the Defence staff Sir
Nick Houghton), Defence Focus Magazine, Issue 273, August 2013.

22 Sustaining Global Leadership — Priorities for 21st Century Defense, Department
of Defense, January 2012.
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down in Iraq and Afghanistan, this has created a strategic opportunity
to rebalance the U.S. military investment in Europe” set alarm bells
ringing all over Europe, especially in view of the withdrawal of a sig-
nificant part of American forces stationed on the Continent, and the
clear shift of focus towards the Asia-Pacific region. The questions
asked about our importance to America caused a general sense of un-
ease as people began wondering how much longer Europeans can ex-
pect to go on benefiting from US security guarantees; meanwhile, the
expectation, expressed by Washington, that Europe should do more to
look after its own backyard is generally interpreted as a condition that
the European countries must meet in order to keep Washington inter-
ested in its oldest and closest allies. To paraphrase a famous remark by
Belgian foreign minister Jacques Poos in 1990, these developments, at
first glance, appear to show that it is “Europe’s hour” once again. In-
deed, there seems to, not least in view of the budget cuts, a compelling
case for the Europeans, at last, to act in unison, and reach strategic
adulthood.

Reality Check: Perspectives on Defence Budgets and American Disen-
gagement.

Alas, the impact of the pivot is relative, both for the Europeans and
the Americans. Judging by the reaction shown by most European gov-
ernments so far, the more America seems to start looking away the
more they rush to swear allegiance to it (for instance, making desper-
ate efforts to remain part of exorbitantly expensive and highly uncer-
tain US-led equipment projects). What we are witnessing is not so
much a re-evaluation of the need for autonomy, as a kind of Atlanticist
spasm. On the American side, the pivot does not mean abandonment of
Washington’s European preeminence, far from it. Indeed, at the same
time as it is turning its interest to other areas, the US is also trying to
reassert its control in Europe, repeatedly reminding its allies how inca-
pable they are without US assistance (a recent example in this sense be-
ing operation Unified Protector in Libya), reassuring them of its com-
mitment to Article 5 through the strengthening of Reforger-type (Cold
War era relic) military exercises, or if all else fails, implementing the
well-proven method of “divide and rule”. As Obama’s top diplomat for
Europe, Philip Gordon remarked rather outspokenly: “We want to see
a strong and united Europe, speaking with one voice. In the best of all
possible worlds, this voice would be saying what we want to hear... If
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it is not saying what we want to hear, then we would rather that voice
was less united. For the foreseeable future we will have to have rela-
tions with the EU and with nations;23 in short, with whoever is saying
the right thing on a particular issue.

One sector in which US determination to stay in control is destined
to remain as solid as ever is that of the defence industry. As the Euro-
pean Defence Agency’s former chief, Nick Witney observed: “For sure,
the US do not expect Europeans to act fully independently from Wash-
ington;” rather, the Americans would like to see as much transatlantic
coordination as possible, “especially to allow the use of American mil-
itary equipment,”2* particularly in view of the serious constraints on
the US defence budget, which are leading the Americans to strengthen
their presence in what they consider their European captive markets,
and increase their exports to third countries. In this context, the NATO
Smart Defence initiative, launched as a response to the EU’s similar
project (Pooling & Sharing or P&S) can be seen indeed as a Trojan
horse for obtaining a US/US-dominated transatlantic defence industry.

As far as the European budgets are concerned, although the general
observation that “Europe disarms when the rest of the world rearms” is
undoubtedly true, it must be borne in mind that the choices that deter-
mine or aggravate this overall trend are not always conscious or au-
tonomous ones. When the Chairman of the EU Military Committee ob-
served that, along with the budget cuts, “the continuous cost increases
linked to new generation of equipment, the transformation burden and
last but not least the high cost of ongoing operations”?> place military
leaders before a dilemma that is almost impossible to resolve, he forgot
to mention that most of these extra burdens stem from decisions that are
first made first in Washington, which the Europeans subsequently copy
and go along with. This Atlanticist stance is highly resource-draining:
one need only think of the costs of participation in Iraq and Afghanistan,
or of the “cooperation” in US weapons programmes such as the F-35
Joint Strike Fighter or the missile defence initiative. The whole process
of transformation (previously hyped as the Revolution in Military Af-

23 Charlemagne’s Notebook, Sometimes, America likes a divided Europe, Economi-
st.com, 30 September 2009.

24 Nick Witney, Olivier de France, Etude comparative des livres blancs des 27 Etats
membres de I’UE, Etudes de I'IRSEM n. 18, October 2012.

25 Lessons learned — General Syrén summing up three years as CEUCM, interview
in Impetus n. 14, Autumn/Winter 2012.
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fairs or RMA), on the other hand, was originally designed to “establish
a new relationship with our allies, based on our comparative advantage”
in C3I, surveillance, targeting, precision-guided weapons, etc. In the
words of one of the RMA’s conceptors, Admiral Owens, the cost of de-
veloping it would be so great as to make “cooperation with the United
States attractive. This would give us control over our allies’ defence
policies.”2® This is not to say that Europeans do not need to invest in de-
fence material, far from it. But they need to do so in line with their own
purposes, their own way of waging wars and in a manner that will ben-
efit the European defence industrial and technological base.

If we are ready to acknowledge that we do not have the same am-
bitions, the same history, the same military traditions, the same rapport
with technology, or the same approach to the waging of wars as our
American friends and allies, then European capabilities can be viewed
in a much more realistic (and much less budget-draining) light. As Ko-
ri Schake, former West Point professor and member of President
George W. Bush’s National Security Council pointed it out: “The gap
between us and our allies is not nearly as important as the gap between
our allies and any country or organization they could conceivably fight
against. Europe may not have what we have, their capabilities may not
permit them to fight with the awareness, precision, and confidence that
the United States does, but they are plenty good enough.” In her view,
the Americans need “to recalibrate their approach so that it focuses less
on what Europeans need to buy in order to operate the way we do, and
instead focuses on how we can fight without Europeans becoming
smaller replicas of the American way of war.”?” For us Europeans, such
a realisation could indeed be the starting point for a major shift in our
approach to European defence as such.

The Real Opportunity: a Fundamental re-Prioritization.

Rather than touting the crisis as an opportunity to simply collectivise
defence assets (with the risk of increasing the degree to which individ-

26 Admiral Owens, High Seas. The Naval Passage to an Unchartered World, Anna-
polis, Naval Institute Press, 1995, quoted by Yves Boyer, L’OTAN va-t-elle finir par
“tuer” la politique européenne de défense?, Annuaire francais des relations internatio-
nales 2010, (volume XI), Brussels, Editions Bruylant, 2010, p. 711.

27 Kori Schake, Winning the Argument on NATO, paper presented at “The future of
US European Command” conference, organized by the National Defense University and
the Atlantic Council, 19 July 2012.



117

ual countries are relieved of responsibility) and consolidate the transat-
lantic connection (with the result of wasting money on capabilities not
tailored to the European armed forces and on operations not necessarily
stemming from the view that we, as Europeans, have of the world), we
could see it as a real chance to define the European approach to the ques-
tion of war. This would provide a basis on which to assess our need for
capabilities and P&S arrangements, rather than the other way around. In
reality, scenarios tailored to US needs, operations defined by US con-
cepts, and material requirements reflecting US sensitivities (such as ex-
cessive force protection specifications in order to comply with the polit-
ical-philosophical imperative of “zero death” even if it means potential-
ly more collateral damage among civilians) are not only misleading
when applied as a sole standard (in that they artificially inflate the so-
called transatlantic capability gap), but they also tend to hide a crucially
important fact. Namely, that there is a clearly European approach to war,
supported by a clear political rationale. As pointed out by former Chief
of the Defence staff and President of the EU’s military committee, US-
style military action, which focuses on distance strikes without the in-
tervention of ground troops, has undeniable military advantages, such as
avoiding the risk of getting bogged down, and limiting friendly casual-
ties. But it also comes with significant political disadvantages, including
lack of control over belligerents, and therefore over the end result, the in-
dispensable need for American support to mount an operation of this
kind, and the accusations of “neo-colonialism” that it (constituting a bla-
tant demonstration of one-sided warfighting based on “Western” techno-
logical superiority) would potentially fuel >

Clarification of the doctrine to be adopted is also the necessary first
step towards harmonising capability requirements and putting pooling
and sharing arrangements in place later on. As for the acquisition of ca-
pabilities, Europeans need to say no to resource-draining US projects
such as the F-35 Joint Strike Fighter commonly referred to in the indus-
try as the trillion-dollar programme; they also need to resist the urge to
buy arms off the shelf, where cost savings are all too illusory (especially
if we consider the depreciation costs), while amounting to a real loss not
only of control and of security of supply, but also of the work opportuni-
ties that the European defence and technological industrial base needs in
order to survive. Indeed this latter aspect has implications that reach well

28 Hearing of général Henri Bentégeat before the French Senate’s Commission des
Affaires étrangeres, de la défense et des forces armées, 11 February 2013.
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beyond the political-military field: the armament sector represents, for
public authorities, the last major area in which it is possible to finance
crucial research and technology projects in an open competition-based
liberal system and, if apprehended properly with a firm strategic vision,
it could be a crucial contributor to long-term economic growth.

This leads us to the next priority to be reconsidered, namely the sup-
posedly undisputable virtues of pooling and sharing, and of supranation-
al initiatives in general. Whereas the reduction of redundant assets in a
European framework and maximum cooperation among Europeans are
highly desirable, it is necessary to proceed on a realistic basis. This means
not deriding as outmoded and selfish, but rather respecting, the legitimate
sovereignty concerns of those who still make an effort to produce and
maintain assets that can be shared. In this regard, the European Air Trans-
port Command (EATC) between France, Germany, Belgium, Luxemburg
and the Netherlands is a model that works. It is based on a genuine pool-
ing of capabilities (for instance 50 per cent of the French military fleet is
currently under EATC operational command, and the participating na-
tions regularly carry each other’s troops on their planes), but includes a
double safeguard. The Revoke Transfer of Authority procedure allows the
states, at any time, to take back operational control, while the procedure
known as the red card allows the governments, again at any time, to take
back control over their planes, without having to give their reasons for
doing so. Needless to say, the EATC is not an all-encompassing EU ini-
tiative, but rather tellingly, the partner states describe themselves as “pi-
oneers in the world of Pooling and Sharing capabilities.”

Arguably one of the best examples of the risks inherent in the Com-
munity approach to defence matters is provided by the recent directive
on “Public procurement in the fields of defence and security.”3° First, it
seems to ignore that the vast majority of R&D investments in this sector
are made by the individual states, which obviously expect a return on
their investments both in terms of the final product, and in terms of em-
ployment opportunities for high-skilled workers. Hence opening pro-
curements to competition across the EU might have the effect of making
the states, already confined by budgetary constraints, even less inclined

29 www.eatc-mil.com, accessed on 30 September 2013.

30 Directive 2009/81/EC of the European Parliament and of the Council of 13 July
2009 on the coordination of procedures for the award of certain works contracts, supply
contracts and service contracts by contracting authorities or entities in the fields of de-
fence and security.
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to invest. Most importantly, this Europe-wide opening of competition
(with the salutary safeguard of the “essential national security interests”
derogation still provided by Article 346 TFEU) is not complemented by
appropriate protection mechanisms vis-a-vis non-European providers.
One can easily understand the dismay of the French who are the only
ones to attach (and therefore unfortunately the only ones to apply) a
préférence communautaire clause to the directive. The problem is that
accepting interdependence with partners who are dependent on a third
party is tantamount to agreeing to depend on the latter. This is the reason
why the European choice will be sustainable in the long term only if it is
based on a critical mass of countries serious about strategic autonomy.

The Need for a Strategically-driven Truly European Vanguard

Nowadays, it is widely admitted that advances in the most delicate
segments of European integration cannot be achieved by all twenty-
eight countries together. Defence is obviously the first area incompati-
ble with the everybody-or-nobody dogma. It is therefore no surprise
that after being one of the main taboos in the European debate, “flexi-
bility” in defence matters has now definitively gained acceptability, not
only in practice but also in the framework of the Lisbon Treaty. How-
ever, it is still only tolerated, and even then only as long as the new
flexible formations limit themselves to operational, practical matters,
hence the preference for the mainly capability-based “clusters” ap-
proach. This approach can definitely be useful, in terms of both moti-
vation and output, on a case by case basis, but would not by itself be
sufficient to prevent Europe from “exiting history”, as former French
foreign minister Hubert Védrine put it. To keep pace with the rapidly
evolving international setting, a strategically-driven vanguard would
have to be launched with the aim of pursuing a policy that could be
genuinely called European defence.

A Necessary Rupture — from Clusters to a Vanguard.

Differentiation (the possibility for a group of like-minded countries
to move faster and/or further than the rest) used to be one of the main
taboos of the CSDP, together with the sensitive issues of strategic au-
tonomy and territorial defence. However, whereas the flexibility taboo
has been progressively lifted, giving room for significant Treaty
changes (reflecting, in part, the variety of practical cooperation mech-
anisms), differentiation is still only tolerated providing it does not risk
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spilling over into the two “forbidden” fields: in short, there must be no
collective defence and no strategic autonomy. Bearing in mind this es-
sential limitation, the radical change in the official approach to the is-
sue of flexibility is remarkable. Whereas the Amsterdam Treaty was
careful to exclude the second pillar (CFSP) from the scope of the new-
ly introduced enhanced cooperation option, leaving only the rather
cumbersome arrangement of constructive abstention, the Nice Treaty
allowed the freshly reformed enhanced cooperation formula to enter
the CFSP field — but only as long as anything with military implica-
tions remained excluded from it. Considering these restrictions, the
Lisbon Treaty may be regarded as a sort of mini-revolution in the de-
fence-related differentiation area. It confirms the establishment of the
European Defence Agency (EDA) within which programmes can be
pursued in different groupings; it states that “The Council may entrust
the execution of a task, within the Union framework, to a group of
Member States in order to protect the Union's values and serve its in-
terests;” and it allows the launching of an essentially capability-based
permanent structured cooperation between member states (the criteria
for participation being the possession of high-level military capabilities
and the readiness to make more binding commitments in this area).
The truth is that, despite the significance of the introduction of these
changes into the EU Treaty framework, Lisbon actually merely put its
stamp on existing practice. The member states already routinely organ-
ised themselves in various groupings for producing, buying, and using
military hardware and for preparing for and participating in expedi-
tionary operations. Indeed, there exists a whole range of bi-, tri- and
multilateral, capability-based, geography-based and force-based initia-
tives (from the aforementioned EATC, to the Franco-British Lancaster
House Agreement, the Nordic Defence-cooperation NORDEFCO, the
European Maritime Force EUROMARFOR, Eurocorps and the Fran-
co-German Brigade, the Force de Gendarmerie Européenne, and the
A400M military transport plane programme, to name but a few) that
have no basis in the Treaties. Lisbon merely provides confirmation that
differentiation is now generally recognised as the only way to progress
in the defence field. As the former chief of EDA wrote: “In defence, it
is time to move on from the “convoy” approach — to accept the reali-
ty of a “multi-speed” Europe, and to allow “pioneer groups” of the will-

31 Nick Witney, Re-energising Europe’s Security and Defence Policy, policy paper,
European Council on Foreign Relations, July 2008.
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ing to move things forward when not all are ready to join in.”3! The
truth is that when the expression “pioneer group” is in the plural, it no
longer denotes a multi-speed logic, but rather what it has recently be-
come common to call the “clusters approach”. As noted in a recent re-
port by the Clingendael Institute in the Netherlands: “In recent years,
there is a focus on cooperation in so-called ‘clusters’, signifying vari-
ous kinds of defence cooperation in small groups of countries.”?
Whereas different clusters make useful contributions on specific is-
sues and in specific sectors, there are two inherent limitations to the
clusters approach. First, overall EU coordination remains essential in
certain areas, both to avoid a new kind of fragmentation and to achieve
the necessary impact. Second, this solution, by definition, does not ad-
dress the two key issues of territorial defence and strategic autonomy.
These are issues that can be addressed only by a true vanguard®? of
states (and are therefore the ones that distinguish the vanguard from
both the CSDP and the clusters approach), in other words, by a pioneer
group that undertakes the task of creating a European defence in the
true sense of the term, both the “defence” and the “European” part.

The Path of re-Europeanisation: Ideas to Explore.

The events of the past 15 years together with the most recent events in
the process of European integration have shown that there is a need to
scale back any ambitions of advancing as a group of 28. It would already
be something if all-EU measures and policies could be geared at preserv-
ing the CSDP’s acquis and removing the obstacles in the path of countries
that would like to pursue more ambitious initiatives. To these ends, it is

32 Margriet Drent, Kees Homan, Dick Zandee, Bold Steps in Multinational Coope-
ration — Taking European Defence Forward, Clingendael Report, Netherlands Institute
of International Relations, May 2013.

33 Various names can cover the same concept, vanguard is the one preferred here, but
similar content can be referred to as core Europe, and was called the European Security
and Defence Union (ESDU) in the Tervuren declaration of the heads of state and go-
vernment of France, Germany, Belgium and Luxemburg on 29 April 2003. Here they sta-
ted that “the vocation of the ESDU should be to bring together those member States that
are ready to go faster and further in strengthening their defence cooperation.” Albeit in
the specific context of opposition to the Iraq war and still with an extremely cautious for-
mulation, the references to “mutual help and assistance in the face of risks of all nature”
as one of the first areas of commitment of the ESDU, and the priority given to “harmo-
nization of positions” and “increased investment in military equipment”, and especially
the insistence on creating a “nucleus” of operational planning and conduct capability, can
be seen as prudent signs of an inclination towards greater strategic autonomy.
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possible to identify five major directions that should be followed. First,
there needs to be a reaffirmation of the military dimension of the compre-
hensive approach, according to which crisis situations must be addressed
with political, civil and military instruments. This means ensuring that the
integrity of the military chain of command and the specificities of military
culture are preserved within those structures referred to as civil-military
“fusions”; it also means ensuring that dispersing “military expertise”
across the European External Action Service is not allowed to mean erod-
ing the military component without having first verified that the EUMS
manning level and organisational structures have been left intact.

Second, it is necessary to resist any trends that might lead to a re-
turn of the CSDP to the NATO fold. Its biggest acquis is indeed its in-
stitutional autonomy, linked to the EU framework. Should negotiations
to create a so-called European pillar of NATO be revived, all well and
good, providing the pillar is set up outside the Alliance.

Third, it is necessary to impede any further opening of the defence
sector across the EU, unless it goes hand in hand with the establishment
of EU-wide mechanisms of protection against third states. Such mech-
anisms need to be in place prior to any initiative of this kind and must
be as effective as the toughest protective measures implemented by the
member states (otherwise it would be tantamount of giving away our
European defence industrial and technological base).

Fourth, pooling and sharing should be encouraged, as long as it re-
spects the principle of reversibility, which serves to prevent free-riding
by those states that have fewer capabilities and also to prevent pooling
and sharing from being a disadvantage for those states that still have
significant military capabilities.

Fifth, in order to avoid the severely damaging effects of the single
market on investments in the defence field, the criteria of the Stability
and Growth Pact need to be amended as soon as possible, in particular
by taking up the French proposal advanced at the time of the 2005 re-
view of the Pact. The French proposed that military spending be listed
as “another relevant factor” for avoiding the excessive deficit proce-
dure. Today, the only trace of the original proposal is the vague possi-
bility that “special consideration will be given to budgetary efforts to-
wards increasing or maintaining at a high level financial contributions
to achieving European policy goals if they have a detrimental effect on
the growth and fiscal burden of a Member State.” Instead, it needs to
be clearly stated that certain military expenses are considered an in-
vestment in Europe’s future and constitute a common good.
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Apart from pushing for the EU to implement the above-mentioned
priorities, and realising them within its own framework should EU-lev-
el action turn out to be impossible, a vanguard would concentrate on as-
serting itself as such, primarily through commitment to stronger mutu-
al defence guarantees, but also by reviving the WEU Treaty among the
participating states, and highlighting the absurdity of engaging togeth-
er in external military operations without having first provided for the
defence of its own territory. Similarly, the drive for strategic autonomy
must be the underlying principle of each and every vanguard initiative,
whether this relates to engaging in operations, launching European-on-
ly equipment programmes, or making institutional changes. The under-
lying vision must be to preserve and reassert both our independence
(autonomy of assessment, decision and action, which also means being
free from pressures or constraints imposed by a third party) and our
specifically European “way of war”.

The “Conceptualisation” of European Defence.

Admittedly, conceptualisation is an exaggerated term for referring to
a solution that is actually dictated by pure logic and common sense. As
summed up by Nick Witney in the title of the article written in response
to the paper, mentioned earlier, which recommended ditching the CSDP
and relying solely on NATO: “It’s CSDP or live in world run by oth-
ers.” The present version of European defence, which goes by the
name of CSDP, is highly imperfect: indeed, the full realisation of this
concept — i.e. the creation of a true defence that is genuinely European
— can be pursued only by a vanguard of committed countries. Alas, the
use of plural here might be another overstatement. France seems all too
alone when it comes to following these objectives. As General de Gaulle
predicted, “until the sky clears up, France continues to pursue on its own
what can and should be a European and an independent policy.” Indeed,
for decades France alone went against the odds, waiting patiently for its
European partners to “become aware” (prendre conscience) of the need
for such a policy direction. However, time is running out. The counter-
productive impact of unbalanced EU measures, the exponential growth
of military equipment costs, and the continued refusal of EU partners to
engage in anything remotely resembling an independent European path
might well lead France to develop a sort of combat fatigue.

34 Nick Witney, It's CSDP — or live in a world run by others, European Council on
Foreign Relations, 13 September 2011.
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French diplomacy over recent years seems to have abandoned its
systematically Don Quixote attitude and now strikes a more concilia-
tory note. The French foreign ministry has engaged in coalition-build-
ing tactics, displayed symbolic gestures, made practical trade-offs, and
even started borrowing catchphrases from the English-speaking world.
It also appears to deliberately shying away from taking an opposition
stance in public, in the hope that there might be someone else to do it.
One problem with all this is that it does not work well. Simply put, this
is not an approach in which the French excel.? The strength of French
diplomacy, at its best, has always been its combativeness in its as-
sumption of a solitary stance, its capacity to state clear principles with
such clarity and confidence that its opponents have been left facing
their own contradictions, at their own expense. Even more importantly,
in the field of European defence, arguably one of the key permanent ax-
es of French foreign policy in the post-Cold War environment, it is the
wrong time to go hors piste and experiment. On the contrary, the latest
developments are repeatedly providing confirmation of everything
Paris has long been professing with regard to European defence.

The “pivot”, or strategic reorientation of the United States dis-
cussed in the previous pages, shows clearly that transatlantic security is
far from indivisible and that US engagement cannot be taken for grant-
ed forever. The experiences of the wars in Iraq and Afghanistan, to-
gether with new budgetary constraints, can be used as serious argu-
ments against copying the highly expensive American way of waging
war. The functioning of the 28-member European Union has made it
obvious, even to those most vehemently opposed to this route, that dif-
ferentiation, both in terms of diverging visions and different practical
arrangements, is from now on the only way to cope with the hetero-
genity resulting from successive enlargements. Finally, the emergence
of new powers, and their already perceptible activism in sovereignty-
related fields make it all too clear that strategic autonomy is not a pre-
modern concept driven by some presumed anti-American sentiment,
but rather the only way, on an increasingly competitive international
stage (la mélée mondiale, in the words of Hubert Védrine), to stay in
the race. At a time when former British Prime Minister Harold Macmil-
lan’s famous “events, my dear boy, events!” supports flawlessly
France’s traditional reasoning, Paris would be better advised to go back

35 See Charles Cogan, French Negotiating Behavior: Dealing with La Grande Na-
tion, New York, Barnes & Noble, 2003.
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to displaying unapologetically its Cartesian logic, clearly stating and
tirelessly repeating some self-evident principles.

Namely that there cannot be European defence without it being
genuinely European (i.e. free from undue dependence on third parties
outside our continent), and without it being genuinely defence (both
from the military point of view and from that of the defence of the ter-
ritory). Refusal of independence leads to dependence, refusal of power
leads to being left powerless. Separately, and even more so when com-
bined, they lead to loss of credibility, and ultimately result in an inex-
orable déclassement stratégique. If it is deemed that European defence
should be pursued, then both dogmatic Atlanticism and ideological
pacifism need to be barred from our strategic thinking. It might be
worth quoting Robert Cooper, former advisor to former British Prime
Minister Tony Blair and grey eminence to EU High Representatives
Solana then later Ashton, speaking recently in his capacity as Counsel-
lor at the EEAS. Cooper, who obviously cannot be accused of anti-
Americanism, or suspected of Gaullist affinities, makes some common
sense remarks with regard to European defence. He starts from the fact
that “there is no guarantee that American and European interests will
always coincide.”3® Cooper then observes that “It is highly unsatisfac-
tory that 450 million Europeans rely so much on 250 million Ameri-
cans to defend them. There is no such thing as free defence. No one yet
knows exactly how or when, but at some point Europeans will find
themselves paying for these arrangements.” In Cooper’s view, although
the inbuilt direction is clear, the end result is far from predictable. “The
logic of European integration is that Europe should, sooner or later, de-
velop a common foreign policy and a common security policy and,
probably, a common defence. But the world does not proceed by logic.
It proceeds by political choice.” The stakes are now at their highest,
and the choice is ours.

36 Robert Cooper, The Breaking of Nations, Order and Chaos in the Twenty-First
Century, London, Atlantic Books, 2004.
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Notes

THE DEBATE IN GERMANY ON DEMOCRACY
AND EUROPEAN UNIFICATION:
A COMPARISON OF THE POSITIONS OF
HABERMAS AND STREECK*

The existential crisis of the process of European unification is an is-
sue that is generating a broad debate, one very important aspect of
which is the question of the relationship between democracy and Eu-
ropean unification. The contribution, in this regard, provided by the de-
bate, in Germany, between Wolfgang Streeck, a renowned European
sociologist,! and the philosopher Jiirgen Habermas,2 which has attract-
ed considerable media attention, deserves close examination, both be-
cause it involves two highly esteemed intellectuals, and because Eu-
rope’s future is, essentially, in Germany’s hands. In this note, I there-
fore recall the main lines of Streeck’s argument and the critical consid-
erations of Habermas, which, on the whole, I deem valid and enlight-
ening, albeit with a limit that needs underlining.

Streeck is deeply critical of European integration, adopting a stance
(widely supported in many left-wing circles in Europe) that culminates,
ultimately, in the idea that Europe should be dismantled to allow a re-
turn to the national sovereignties. This position fits into a broad and
well-articulated critical appraisal of the strategy introduced by the cap-

* This is text is based on a talk given by Sergio Pistone on 20 October 2013 in Sal-
somaggiore Terme at the meeting of the MFE’s Ufficio del dibattito.

I See Wolfgang Streeck, Die vertagte Krise des demokratischen Kapitalismus,
Berlin, Suhrkamp Verlag, 2013.

2 Habermas’s criticism of Streeck can be found in Demokratie oder kapitalismus?
Vom Elend der nationalstaatlichen Fragmentierung in einer Kapitalistisch integrierten
Weltgesellschaft, Blitter fiir deutsche und internationale Politik, n. 5 (2013), his review
of Wolfgang Streeck’s book Gekaufte Zeit (Berlin, Suhrkamp Verlag, 2013).
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italist ruling class in the wake of the Second World War, which was
pursued increasingly successfully from the 1970s onwards. This whole
strategy hinges on the concept of the revolt of capital against the mixed
economy regime that became established in all the Western democra-
cies after World War II. The term ‘mixed economy’ denotes public in-
tervention in the market economy through strong economic policies
(and also through nationalisations, although this is only one aspect,
moreover not central), used as a means of tackling the social, territori-
al, sectorial and (from the 1970s also environmental) imbalances pro-
duced by the natural interplay of economic forces that are not governed
by a political will oriented towards pursuit of the common good. The
capitalist ruling class worked systematically to replace the mixed econ-
omy regime (also known as the Keynesian system, being based essen-
tially on the teachings of Keynes) with a neoliberal regime (also termed
neo-Hayekian, given that Hayek is its main point of reference®), whose
aim is, through rebalancing policies, to limit state intervention in the
economy as far as possible. Basically, this equates with unchallenged
domination of free competition and, therefore, with systematic removal
of obstacles to the pursuit of profit, in the mythical belief that this will
lead to the creation of a balance that will naturally be accompanied by
generalised wellbeing.

This design has been pursued, essentially, through the internation-
alisation of trade and production systems, a phenomenon that the rev-
olution in information and communications technology and the end of
the Cold War have helped to render increasingly global. And the in-
creasingly effective and incisive implementation of the neoliberal line
has had devastating consequences: on the economic and social level it
has produced growing inequality linked to a clear weakening of the
welfare state, increasingly harsh economic and financial crises, and in-
creasingly severe environmental degradation. Moreover, this econom-
ic, social and environmental decline is being accompanied, on a politi-
cal level, by an alarming decay of democracy.

In addition to the fact that inequality makes democratic participa-
tion increasingly asymmetrical, it is also important to note the progres-

3 On Hayek — whose key writings to be recalled here are Monetary Nationalism and
Industrial Stability, London, Longmans Green, 1937 and Individualism and Economic
Order, Chicago, The University of Chicago Press, 1939 — see Fabio Masini, Lezioni del-
la storia del pensiero economico, 1l Ponte, n. 2-3 (2012), special issue entitled Federali-
smo. Proposte di riforma della convivenza civile, edited by Fabio Masini and Roberto
Castaldi.
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sive voiding of the democratic system, which can be attributed to the
fact that the nation-states are part of a supranational economy and a
supranational society, both of which are governed by technocratic bod-
ies. In a setting in which democratic states are forced to submit to mar-
kets over which they have no control (the most striking aspect of this
subordination being their desperate need to finance their growing pub-
lic debts, given that national fiscal resources, diminished by transna-
tional competition, are less and less able to cover government spend-
ing), and to the decisions of technocracies essentially controlled by the
capitalist elites, democracy has become a hollow term. “TINA” (there
is no alternative) is the slogan of the moment, and it reflects a situation
that is inevitably leading to growing disinterest in elections on the part
of voters and to increasingly widespread protest demonstrations. The
ultimate objective of the neoliberal strategy pursued by today’s capi-
talism is to get rid of democracy once and for all, establishing a supra-
national government inspired by Hayek’s idea of support for the free
market and subject to no conditions.

European integration, in Streeck’s view, fits into this process and in
fact represents its most advanced aspect. Europe, in fact, in creating the
European Economic Community, realised a particularly profound form
of supranational integration of the markets and of production process-
es. The introduction of the single market, which, following the removal
of non-tariff barriers (physical, technical, fiscal), brought the elimina-
tion (admittedly still incomplete) of customs and quotas, was followed
by the creation of the single currency. Throughout this journey, what
has been implemented is, essentially, a negative form of economic in-
tegration (meaning the elimination of obstacles to the free movement
of goods, persons, services and capital), while the initially declared
commitment to positive integration (supranational policies designed to
address the imbalances in the market economy) has not been honoured.
All this has resulted in the systematic emergence of the neoliberal
forces that want to see an end to the mixed economy, and of the rigid
submission of the states to the markets.

It is important to underline the strategic role in this setting of the
single currency, which, of course, embraces both strong and weak
countries. By depriving the weaker countries of the possibility of de-
valuing their currencies — “external devaluation” was a protective
mechanism that had previously allowed them to compensate for their
lower levels of productivity and competitiveness —, it has obliged
them to fall back on the neoliberal instrument of “internal devaluation”,
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in other words to seek to increase their productivity and competitive-
ness through more flexible labour markets, lower salaries, longer work-
ing hours, and commodification of the welfare state.

At the political-institutional level, the voiding of democracy that is
the general objective of the neoliberal strategy has been reflected in an
evolution that has seen the fundamental powers of economic government
transferred to supranational level, where they have become concentrated
in the hands of undemocratic or technocratic organs, such as the Euro-
pean Council, the Commission and the European Central Bank. Ulti-
mately, this is where an attempt is under way to structure a new type of
supranational political system (hinged on technocracy instead of democ-
racy), which aims to spearhead a global evolution in this direction.

If this is the situation as regards European integration, what the fed-
eralists propose, as an alternative, is engagement in the struggle to cre-
ate a democratic European federal system (that might serve as a model
and as a key incentive for a global democratic federal evolution), as this
is the indispensable framework for creating positive economic integra-
tion, and thus for returning to democratic forms of economic govern-
ment. But Streeck does not see it this way. Indeed, quite apart from the
difficulties that a struggle of this kind presents in the current setting, he
believes that a supranational democracy is not a valid solution for Eu-
rope and puts forward four arguments to support his view.

The first concerns the inefficacy of European territorial rebalancing
policies aimed at boosting the competitiveness and productivity of the
EU’s more backward countries, in other words at modernising them. Ar-
eas cited as key examples of this inefficacy are the former GDR after
German reunification and southern Italy; in both cases, the results of re-
gional policies implemented by the nation-states and of European re-
gional policy clearly leave much to be desired. Actually, Streeck be-
lieves that a return to national currencies, which could then be devalued,
would be a far more effective solution, and also quicker to implement
than a European solidarity policy, because it would not require the
agreement of public opinion in the countries providing the aid.

His second argument concerns the fragile social integration of “im-
perfect” nation-states such as Belgium and Spain, even though, more
broadly, he also cites the separatism rampant in many EU member
states, including, in particular, the micronationalism of the Northern
League in Italy. Streeck maintains that if problems of integration de-
riving from regional differences and disparities are difficult to resolve
at national level, they will clearly be even more so in the framework of



a Europe that Europeanists would like to see united through a political
federation, which would inevitably lack structural stability.

Whereas Streeck, in these first two arguments, questions the work-
ability and stability of a closer political union, in the other two he ques-
tions its desirability. He points out that politically imposed assimilation
of the economic cultures of southern Europe into that of the northern
part would result in an unacceptable standardisation of their respective
ways of life, and also that the “egalitarian ethos of constitutional
democracy” can be based only on a sense of national belonging and
solidarity, otherwise minority cultures would inevitably be margin-
alised and eventually eliminated.

Streeck concludes that the objective to pursue is not European feder-
al union (unworkable and, on principle, undesirable), but rather the re-
establishment of the national sovereignties, as these represent the only
framework in which social democracy can be attained. In economic
terms, this means dismantling the European monetary union, going back
to flexible exchange rates, and thus to the possibility of using currency
devaluation as a fundamental instrument for tackling territorial imbal-
ances (a system of protectionism that has been dubbed “enlightened”, on
the basis that devaluations should not be implemented too frequently, in
order to prevent the possible development of nationalistic forces).

With regard to Streeck’s ideas, Habermas advances a series of con-
siderations that coincide with the federalists’ vision of European unifi-
cation. Like Streeck, he opposes the neoliberal current that would like
to see market justice taking the place of social justice. It should be un-
derlined that this is a stance adopted by the federalists since the time of
the Ventotene Manifesto; indeed, the federalists argue that democracy
(a value whose full realisation depends on the presence of peace), to be
real, must be both liberal and social (which implies a structural com-
mitment to overcoming disparities between people and regions).*
Habermas also shares the federalists’ firm belief that interdependence
beyond the confines of the nation-states is an irreversible phenomenon

4 In this regard I refer the reader to my own works: L’evoluzione della riflessione ri-
guardo alla tematica economico-sociale e ambientale in seno al MFE, Piemonteuropa, n.
3 (2011); Il federalismo e la questione degli squilibri territoriali, Piemonteuropa, n. 1-2
(2012); Federazione europea subito come risposta alla crisi esistenziale dell’integrazione
europea e per superare gli squilibri fra paesi forti e deboli dell’ Unione Europea, Piemon-
teuropa, n. 1-2 (2013). See also the excellent text by Massimo D’ Antoni and Ronny Maz-
zocchi, L’'Europa non ¢ finita. Uscire dalla crisi rilanciando il modello sociale europeo,
Foreword by Roberto Antoni, Afterword by Stefano Fassina, Rome, Editori Riuniti, 2012.
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(that, moreover, associated with that of market expansion, potentially
has great progressive value) and that the predominance of neoliberal
trends in the process of European integration (essentially negative in-
tegration) is structurally linked to the inefficiency and democratic
deficit that characterise Europe’s supranational institutions.)

The way to overcome the inefficiency is to equip the European in-
stitutions with the fiscal and macroeconomic powers and competences
needed to mount a common European endeavour (with the relative
transfers of economic resources and joint and several liability on the
part of the states), as only such an endeavour (as opposed to the abstract
idea that the nations can boost their competitiveness by themselves)
would have the capacity to sustain, in addition to general social
progress, modernisation of the European countries currently presenting
problems of backwardness. Overcoming the democratic deficit, on the
other hand, means switching from the current “federalism of govern-
ments”, where the formation of political will depends entirely on com-
promises laboriously reached between representatives of national in-
terests that are always ready to veto each other, to a situation in which
MEPs (deciding by majority) and governments have equal roles in the
co-decision procedure. What this means, basically, is not returning to
national sovereignties that are structurally impotent in the face of
supranational interdependence, but rather creating a federal and demo-
cratic European political union, as only this can create the conditions
for a return to a mixed economy at supranational level and thus allow
democratic politics to regain control of the markets. For this reason, it
is time to press ahead rapidly (overcoming the phase of gradual ad-
vances which is clearly no longer adequate for the challenges faced)
with a serious reform of the Lisbon Treaty, albeit initially applicable
only to the eurozone countries.

Starting from this approach, whose convergence with the federalist
one we note with great satisfaction, Habermas responds, point by point,
to the arguments used by Streeck to justify his preference for a return
to the national dimension over the creation of a democratic European
Union.

He argues that a monetary union, to remain intact, must be capable of
balancing, or at least permanently containing, the structural imbalances in

5 According to the federalists, the advance of neoliberalism in the framework of Eu-
ropean integration has been facilitated by nationalist resistance (present in both conserv-
ative and liberal governments) to transfers of sovereignty to a supranational level.



competitiveness between the national economies, and that it is not the
historical heterogeneity of the European economic cultures that makes it
impossible to conduct this supranational policy efficiently, but rather the
weakness of the fiscal and macroeconomic powers attributed to the Eu-
ropean institutions and the absence of adequate democratic legitimacy at
supranational level. Moreover, the idea that currency devaluations repre-
sent the way to make up ground is a fanciful one that fails to take into ac-
count not only the disastrous economic fallout that dismantling the single
currency would have, but also the consequent and disastrous political
fallout, which would include, most seriously, a re-emergence of compet-
itive devaluations and other similar forms of nationalism.

As regards the rise of forms of micronationalism and separatism,
Habermas remarks that “conflicts always arise along these historical
fault lines when the most vulnerable sections of the population are
caught up in economic crises or historical upheavals, become insecure,
and process their fear of a loss of status by clinging to supposedly ‘nat-
ural’ identities, whether it be ‘tribe’, region, language, or nation.” The
way to respond, in such cases, is to bring about economic and social
progress, fundamentally through a policy addressing territorial imbal-
ances and the need for modernisation — a policy implementable only
by an efficient and democratic European political union. Obviously, it
is not a question of eliminating the sociocultural diversity of the differ-
ent European regions and nations — this diversity is a valuable aspect
of European heritage that distinguishes Europe from other continents
and is by no means a barrier to integration. What is needed, rather, is
efficient and democratic multilevel federalism (basically, supranation-
al federalism supplemented by internal federalism, in line with the fed-
eralists’ idea) and not the creation of new microstates.

Moving on to Streeck’s view that closer European political union is
not desirable, Habermas criticises, in particular, his assumption that the
“egalitarian ethos of constitutional democracy” can be based only on a
sense of national belonging and solidarity, and can therefore be realised
only within the territorial boundaries of a nation-state, using two argu-
ments to support his case.

The first takes up an idea that he began to develop systematically
more than two decades ago and that, stemming from the teachings of
Mario Albertini, has actually been a key part of the theoretical heritage
of the MFE since as long ago as the 1950s. Essentially, nation-states are
founded on a highly artificial concept, namely the legal construct of the
status of citizenship. Indeed, national consciousness, even in societies
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that are relatively homogeneous in ethnic and linguistic terms, is any-
thing but natural. Citizenship, valued and exploited at administrative
level, is actually a product of historiography, the press and the practice
of military conscription. The national consciousness present in hetero-
geneous societies where there is a large proportion of immigrants pro-
vides a demonstration of the fact that any population can, collectively,
become a nation-state capable, against the backdrop of a shared politi-
cal culture, of forming a common political will.

It is therefore mistaken to think that Europe’s problem is the im-
possibility, in the absence of national homogeneity, of creating a polit-
ical union able to express a united political will. Europe is a profound-
ly interdependent setting with an advanced level of economic and in-
stitutional integration (the primacy of European law being the most ad-
vanced aspect of this integration), but where the status of citizenship
has still not been fully created. This can be achieved only through the
creation of a democratic federal political union in which decisions are
taken jointly, and on an equal footing, by the body representing the na-
tional governments and the body representing the European citizens,
i.e., the European Parliament. This solution would allow compromises
between national interests to be accompanied, through decisions taken
by a majority of MEPs elected on the basis of party preferences, by a
transverse sharing of interests, overcoming national boundaries. This,
in turn, would require the parties to gather consensus across the whole
EU territory, both in the advanced areas and in the more backward
ones, and would therefore strengthen the general notion that European
citizens may one day be able to refer to themselves collectively as “us”,
allowing it eventually to assume the power of an institutionalised con-
cept. Such a shift in outlook is crucial if the common rules, currently
used to coordinate the activity of states that have the only the appear-
ance of being sovereign, are to be replaced with the shared formation
of a united political will, in which national interests are bound up with
and relativised to the European interest.

In his second argument, Habermas specifically takes issue with
Streeck’s concern that a supranational democracy would have unitari-
an-Jacobin traits since, moving in the direction of permanent marginal-
isation of minorities, it would inevitably result in a “levelling of the
‘economic and identity communities’ founded on geographical prox-
imity’.” On this point, Habermas’s argument is valid only up to a point.

On the one hand, he recalls that federalism is born of a synthesis of
unity and diversity and that it therefore constitutes a guarantee for
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jority” of member states and voters and the weighted composition of the
European Parliament which, precisely in the name of fair representa-
tion, compensates for marked differences in the size of the population
in smaller compared with larger countries. On the other hand, however,
he regards the idea that a deepening of the European Union would in-
evitably lead to a sort of European federal republic as a false assump-
tion. For him, the federal state is the wrong model, given that conditions
of democratic legitimacy can also be met by a supranational “but
transstate democratic political community”, that, too, would allow
shared governance. In such a community, he argues, political decisions
would be legitimated by the citizens acting in their dual role as Euro-
pean citizens and citizens of the various member states. In a “political”
union of this kind, which must clearly be distinguished from a true state,
the member states would continue to be the ultimate guarantors of law
and freedom, and would therefore continue to play a role far more im-
portant than that of the subnational entities comprising a federal state.
Habermas develops these affirmations more fully and in more detail
in The Crisis of the European Union.® to which he makes explicit refer-
ence in his review of Streeck’s book. Basically, when he argues that the
nation-states in a non-state European federation would have a more
prominent role than the subnational entities comprising a federal state,
what he means, in concrete terms, is that a democratic European Union
must not have competence for deciding on its own areas of jurisdiction
(kompetenz-kompetenz), and must therefore decide unanimously on
constitutional amendments, whereas the European Council, which
should act in a co-decision procedure on an equal footing with the Eu-
ropean Parliament, should, on essential issues, decide by unanimity. At
this point it must be underlined that the federalists, while affirming that
the European federal state will be different from the federal states that
have existed up to now, given that it will be founded on historically con-
solidated nation-states (in other words, compared with existing federal
states, it will be more decentralised and will allow the member states
more room for intervention — in short a “light federation™, but a true
federation nonetheless), categorically reject the maintenance of any
form of right of national veto, which is the essence of the confederal

6 Jiirgen Habermas, The Crisis of the European Union. A Response. This book, pub-
lished by Polity Press, UK, 2012 is the English translation of Zur Verfassung Europas.
Ein Essay, Berlin, Suhrkamp Verlag, 2011.
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system. As regards the link between the decisive role that the nation-
states should, according to Habermas, retain in a democratic European
Union and the fact that they are the guarantors of the rights and free-
doms of the citizens of the single states, he points out that the nation-
states, being constitutional democracies are not merely actors playing a
part in the long historical process of eliminating the violence at the heart
of political power, but rather constitute permanent achievements and
living figures of an existing justice (this is a reference to Hegel). Thus,
they are something more than the mere embodiment of national cultures
deserving to be maintained: they are the only guarantors of the level of
justice and freedom that the citizens want to see preserved.

This position contains two contradictions. First, it is impossible to
create a democratic supranational system (seen by Habermas as indis-
pensable in order to guarantee uniform living conditions, i.e. to defeat
neoliberalism) as long as there remains a national power that can veto
and not simply weight the majority decisions taken by the European
Parliament. After all, what kind of democracy allows one state to im-
pose its will to avoid a decision on all other states and on the majority
of the European Parliament? And isn’t the right of national veto the
structural ally of neoliberalism? Second, the immortalisation of the na-
tion-states (and thus the retention of their right of veto in a democratic
European Union) is not consistent with the argument, absolutely valid,
that nation-states are unnatural, artificial constructs. In particular, it is
not adequately appreciated that, unless the process of European unifi-
cation is carried through to completion, the nation-states’ capacity to
maintain a viable democratic system will inevitably be undermined.

These limits in Habermas’s argument in favour of a democratic Eu-
ropean Union weaken his final appeal (made in his review of Streeck’s
book), in which he urges Europe’s left-wing parties not to repeat the
mistake they made in 1914, in other words, not to flinch from choosing
European democracy out of fear of the populist currents rampant in Eu-
ropean society as a result of the ongoing severe financial and econom-
ic-social crisis.

By way of a conclusion, it must be said that in the difficult struggle
for European unification, the federalists must, as part of the decisively
important task befalling them, strive to overcome not only the reticence
of the Europeanists, but also the logical inconsistencies in their argu-
ments.

Sergio Pistone
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Discussions

A PRE-CONSTITUTIONAL PACT FOR FEDERAL
POLITICAL UNION OF THE EUROZONE

In the current global framework, characterised by acute tensions
and rapid changes, Europe continues to be blocked not only by the eco-
nomic and financial crisis (still far from over, despite the hesitant signs
of a recovery), but also, and even more, by a deep political and cultur-
al crisis that is exposing the impotence of the single states and the in-
adequacy of the level of integration thus far reached. As the Syrian cri-
sis has shown, although the Europeans need to be able to act as a sin-
gle, leading player on the international stage, this is not possible as the
nation-states retain their sovereignty in the field of foreign policy; fur-
thermore, Europe’s monetary union has not been followed by either
economic or political union.

Therefore, even though there has also been the problem of the sov-
ereign debt crisis in some eurozone countries, this cannot be considered
the only cause of Europe’s present difficulties. Their root lies, rather, in
Europe’s continued division. It is this that is preventing the develop-
ment of true European policies. The monetary union is merely the lit-
mus test of this situation: the countries of the euro area, by relinquish-
ing their national currencies to create a single currency, gave rise to a
profoundly interdependent system; but by leaving responsibility for
economic policy in the hands of the national governments they have
prevented the launch of a European economic policy and, in so doing,
created the conditions for a widening of the gap between the more sta-
ble and virtuous countries and the ones with a weaker sociopolitical
system, a gap that undermines the soundness of the euro.

What the crisis has shown, therefore, is that Europe has no hope of
salvation unless it completes the process of its integration by creating
a political union. Indeed, it has become clear that it is now necessary to
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start the process of bringing this union into being, as this is the condi-
tion that will allow completion of the monetary union and creation of
the banking, fiscal and economic unions. In other words, the time has
come to render the solidarity between the member states structural (in-
stitutionalised) and, equally, for each state to relinquish a further slice
of sovereignty and agree to transfer part of its powers to a supranation-
al government.

Today, more than sixty years since the Schuman Declaration, mark-
ing the start of the unification process, proposed the creation of the EC-
SC as the first step towards the creation of a European federation, the
time has come to accomplish this objective.

The Problems of the Transition from Monetary Union to Federal Polit-
ical Union.

There are no historical precedents: the European endeavour is the
first-ever attempt to create a supranational government through demo-
cratic means, a circumstance that helps to explain not only the difficul-
ties and slowness of the process, but also why the framework of pow-
er outside Europe has been instrumental in compelling the European
countries, powerless in the face of the new challenges, to advance to-
wards integration.

Europe is now in a situation that highlights, more clearly than in the
past, the stark choice it faces: to “unite or perish”. But, today, the tran-
sition to political union appears particularly complex on account of the
fact that the framework of the European Union does not coincide with
the framework in which it is feasible to make the federal leap forwards.
Some European states, in rejecting the possibility to adopt the euro,
have made it clear that they are absolutely opposed to any further trans-
fer of sovereignty. For this reason, the problem of creating a political
union cannot be solved merely by increasing the powers and resources
held by the existing Community institutions. Basically, since these in-
stitutions represent, and answer to, all the states, they cannot be re-
sponsible for governing the eurozone. Thus, either we differentiate be-
tween the European institutions according to the fields in which they
operate (which would therefore amount to a differentiation of their
powers, functions and composition), or we duplicate them, creating
new ad hoc institutions for the eurozone. Another possibility is to have
all the countries that decided not to adopt the euro withdraw from the
EU framework; this, however, does not seem a feasible option at the



present time, both because the countries in question would need to opt
to do this (and the UK, in particular, has no immediate reason for want-
ing to make such a choice), and also because too many of the EU coun-
tries, fearing that this solution would weaken the single market, have
no intention of supporting it. Therefore, it all comes down to finding a
way of reconciling political unity of the eurozone with the safeguard-
ing and continued proper functioning of the Community framework.

In this difficult setting, the impetus for change has to come primarily
from the euro area countries themselves. After all, the European institu-
tions, while clearly aware of the problem (examined, by them, in several
clear-sighted and important analyses), lack the power to impose institu-
tional changes; moreover, for the structural reasons already highlighted,
they are not in a position to put forward independent and decisive pro-
posals. The European Commission, in particular, struggles to clarify its
role vis-a-vis, respectively, the European Union and the eurozone.

Only the governments of France and Germany seem to be serious-
ly addressing these problems, but their positions are traditionally very
distant. France has always been in favour of strengthening the eurozone
with ad hoc institutions, which, however, it conceptualises in intergov-
ernmental terms: a strengthened eurozone council endowed with func-
tions of government (understood in terms of coordination between na-
tional governments) and a parliament representing the national parlia-
ments, whose members would, therefore, not be directly elected, but
appointed by the latter. Germany, on the other hand, always anxious to
protect the integrity of the single market, has always envisaged the
Union evolving as a whole, and has always declared itself in favour of
political union (which, according to its interpretation of the concept,
might be achieved by assigning greater powers to the European Parlia-
ment and by transforming the Commission into a true government, and
the Council into a Chamber of the States).

Neither of these approaches has proved capable of adequately ad-
dressing the need to strengthen the framework of monetary union. How-
ever, the fact that these two countries both seem committed to finding a
solution to the crisis — they have announced that they will advance spe-
cific proposals for the eurozone in the spring — suggests that they may
well find some common ground. France, for its part, seems to have ac-
knowledged the need to rapidly achieve political union and the neces-
sary characteristics of this union, relinquishing its vision of a specific
eurozone parliament, separate from the European Parliament. Germany,
having already accepted (with the creation of new instruments of soli-
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darity together with the clarification of new rules in this area) further
differentiation between the eurozone and the rest of the EU, recently ad-
vocated, through Chancellor Angela Merkel, enhancement of the gov-
ernance capacity of the eurozone council, thereby shifting the emphasis
away from the idea of a strengthening of the Commission in this area. It
thus seems that France and Germany may be moving towards a com-
mon position. In the framework of the proposals on the table, the most
significant points of possible convergence seem to concern the intro-
duction of: i) enhanced coordination of the eurozone governments
(through the eurozone council, or even starting with an enhancement of
role of the board of governors of the European Stability Mechanism), ii)
an additional budget for the eurozone, financed with own resources (o
enable it both to intervene in the event of asymmetric shocks and to
launch a common solidarity and growth policy), and iii) parliamentary
control, exercised by the European Parliament acting in restricted com-
position, of the action of the eurozone government.

These are proposals that have the huge advantage of being achiev-
able in the short term; indeed their initial steps can be taken through re-
course to ad hoc treaties and simplified revisions of the Treaties (along
the lines of what happened with the ESM Treaty), thereby circumvent-
ing the risk of embarking immediately, in what is still a very uncertain
stage, on radical Treaty reforms whose repercussions would be impos-
sible to predict. What is more, these initial steps would certainly not be
minor advances, given their potential to end the current deadlock and
trigger a rapid and decisive transition towards a true political union.
The key points of this possible platform are, on the one hand, the attri-
bution of fiscal power to the institutions of the eurozone (i.e. both the
power of taxation — which may be exercised through the creation of
new ad hoc taxes, such as a carbon tax, and/or a redistribution of tax-
es already in force — and the power to raise revenue by issuing debt
bonds), together with the power to use the resulting resources to im-
plement common policies; and, on the other, the identification of ways
of guaranteeing democratic control (clearly indispensable) of these
powers. All this can come about only by resolving the complex issue of
differentiation within the European Parliament in order to allow the
single currency’s government to be controlled by representatives of the
citizens directly involved (i.e. the euro area citizens whose taxes would
be funding the eurozone budget, and whose lives would be affected by
the economic policy decisions taken in this area).

The reaching of convergence, primarily between France and Ger-
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many, on how to solve these two crucial issues would effectively seal
the birth of an embryonic European power, supported by a real, albeit
provisional, government. In this new framework it would be easier to
discuss the definitive institutional architecture of the federal union, the
evolution and role of the European Commission, and the transfer, to the
new political union, of sovereignty over foreign and security policy and
of the relative powers.

Why a pre-Constitutional Pact is Necessary.

A convergence on positions of this type within the eurozone can on-
ly really be reached through the intervention of a third interlocutor, ca-
pable of introducing the federalist vision into the debate between
France and Germany and, when it is time to decide, of giving substance
to the federalist point of view. Indeed, the risk is that both these coun-
tries, finding it difficult to converge towards a compromise that is al-
ways going to be difficult, will choose, once again, to delay the deci-
sion. As the current Italian government evidently well understands,
Italy is the only country that can play this role, acting as both mediator
and stimulus. An Italian initiative would therefore be decisive, and the
first opportunity to mount one could be the preparation of the inter-par-
liamentary Assizes that the Italian government and two chambers were
recently (in a motion passed by the Italian parliament last June) called
upon to convene ahead of the European elections. This assembly,
which should see the participation, primarily, of national and European
representatives of the eurozone countries, could already propose and
broadly outline the terms of a pre-constitutional pact — between the
eurozone countries and the countries about to join the single currency,
or, should these fail to agree unanimously, even only between those that
are willing to start the process — that would frame in a federal sense
the decisions currently being taken to strengthen the eurozone, thereby
giving them force and credibility. This initiative would serve not only
to pave the way for the creation of the provisional eurozone govern-
ment (with the characteristics outlined earlier), but also to bring out its
true political significance and indicate the path to its completion. A de-
bate of this kind would turn the European elections of May 2014 into a
great democratic opportunity, while Italy’s six-month presidency of the
EU, repeatedly invoked by Italy’s prime minister as an opportunity to
move the political union project forward, would provide ideal setting
for the signing of this pre-constitutional agreement.
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Efforts to convene the inter-parliamentary Assizes in Rome with the
precise objective of debating this issue would be important in another
sense. Making the transition to political union without holding a public
debate and without involving citizens, also through the media, is sim-
ply inconceivable; from this perspective, the Rome assembly would
provide the perfect opportunity for showing public opinion Europe’s
true face — that of a great project of civilisation, which, being a mod-
el of peace and solidarity, prefigures the possibility of enlarging the or-
bit of democracy to a point at which the idea of a global community as-
sumes real substance. At the same time, it could well represent the Eu-
ropeans’ last chance to count, and play a role, on a world stage now
dominated by the great continental powers.

The Nature of the pre-Constitutional Pact.

The pre-constitutional pact to be discussed and signed by the euro-
zone countries clearly could not provide a detailed outline of the insti-
tutional architecture of the final federal union. That would be possible
only if the parties involved had already reached an agreement, in prin-
ciple, on the definitive model to be adopted. It must, however, state that
the countries signing the agreement undertake to accomplish the con-
struction of the federal political union, thereby underlining the pro-
found significance of the reforms that they intend to implement in the
eurozone; and it must contain references to the key steps, at institu-
tional level, necessary to start this construction, and the procedures that
might be adopted.

The pact must open with a premise in which it is made clear that the
aim of the subscribing countries is to carry through to completion the
process of European unification begun on 9 May 1950 with the Schu-
man Declaration, which proposed to create the ECSC as the first step
towards the creation of a European federation. Strengthening the mon-
etary union through the progressive realisation of a federal political
union is, in fact, the only way of safeguarding the European unification
project. Indeed, if the single currency were to collapse, the whole Com-
munity edifice would crumble and Europe would once again find itself
prey to different forms of nationalism and competition between the
member states. European unity, which must now take the concrete form
of political union of the eurozone, is the only real antidote to the
tragedy of division and conflict in Europe and the only way to make
war between Europeans impossible. The introductory premise must al-
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so highlight the shared values and common choices, both in the sphere
of international politics and at social and economic level, that underlie
European integration. Particular emphasis must be placed on the voca-
tion of peace building with which the united Europe first came into be-
ing and, as a result of this, its propensity to help build the foundations
of robust international cooperation. As regards the political union’s in-
ternal choices, there are several important aspects that should be un-
derlined: in particular, the need to promote models of sustainable de-
velopment (from both the environmental and the intergenerational per-
spective) and its determination to defend and improve the welfare state
and the citizens’ living and working conditions, but in strict compliance
with balanced budget principle, so as not to jeopardise the future of the
younger generations.

All this should in fact serve to spark the realisation that there exists
a European people in the making, which has a shared history and
shared values, models and interests — a people that, if the right oppor-
tunity and setting are created, could develop an awareness of its own
identity and present itself to the world as a community of destiny.

Having laid these premises, the agreement must go on to focus on
the reforms that are needed to make the union between the countries of
the euro (a union open to all countries wishing to adopt the single cur-
rency and accepting its political implications) irreversible. It must
therefore specify, at the very least, the following aspects:

a) it must specify the institutional reforms needed to rapidly
strengthen the monetary union, pointing it in the direction of the ob-
jective of federal political union. In particular, it must specify the in-
struments of government that are crucial in order to overcome the cur-
rent configuration of the EMU, which, leaving decision-making
processes and mechanisms of legitimation at national level, is based on
the creation of mutual constraints. Indeed, the new framework will in-
evitably imply the transfer to European level of the decision-making
power and democratic control necessary to allow the implementation of
a common economic policy, thus going beyond the mere coordination
of national policies. The first pillar will therefore be the additional bud-
get, created ad hoc for the eurozone and financed by own resources that
will initially be minimal but nevertheless sufficient to make the neces-
sary interventions (currently impossible) in the fields of eurozone sta-
bilisation and economic policy. As regards the revenue feeding this
budget, the eurozone governing body will have to be guaranteed the
power to decide how much is to come from taxes, and which ones (in
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this regard it must be given the possibility to establish new ad hoc tax-
es and/or to agree, within the framework of the European Semester, un-
der the coordination of the European Commission, the division of cer-
tain tax receipts between the eurozone and the broader EU), and how
much is to be raised through the issuance of debt (for the execution of
specific investment policies). At the same time, the procedures for en-
suring democratic control of this new eurozone prerogative will also
have to be indicated, first of all establishing, by common accord, the
mechanism allowing the European Parliament to operate in restricted
composition (in other words, the mechanism allowing the creation,
within the Parliament, an ad hoc commission of eurozone MEPs em-
powered to vote on this matter, or the institutionalisation of an offshoot
of the European Parliament, again made up of eurozone MEPs). It will
also be necessary to establish the prerogatives of this eurozone gov-
erning body in relation to the new budget, giving it greater powers than
those currently held by the European Parliament in relation to the Com-
munity budget. There will, in fact, also be a need for parliamentary le-
gitimisation of decisions concerning revenue (and no longer just of
those on spending); the national parliaments, too, should be involved in
this process, thereby rendering more democratic the coordination of the
national budgets with the eurozone one.

The creation of this embryonic power of taxation and the develop-
ment of the necessary democratic parliamentary control constitute, in
the current phase, the essential first steps in strengthening the monetary
union and starting the creation of a federal political union of the euro-
zone;

b) it must specify the procedures through which the institutional re-
forms set out in point a) should be implemented. The method used to
pursue the political integration project is a key issue, and the choice of
method is closely linked to the depth of the necessary political will in
the different countries intending to start the process. Some of the de-
sired modifications could (as in the case of the ESM Treaty) be intro-
duced through the signing of an international treaty between the coun-
tries concerned, alongside simplified Treaty revisions. And some of the
first steps in establishing an additional budget for the eurozone could
also be taken in this way. This first phase, potentially rapid to accom-
plish and based entirely on the political will of the countries in favour,
could be framed as a preliminary one, serving to create a situation more
conducive to the subsequent advances. However, because of the politi-
cal value of the reforms identified, in a subsequent phase it will cer-
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tainly be necessary to draw the national parliaments, the European Par-
liament and the Commission itself into a process designed to integrate
the eurozone reforms into the framework of the EU Treaties, and to de-
fine the relations between the eurozone countries and the countries re-
maining outside the euro area. The first possibility, in this respect, is to
convene a convention in the manner envisaged by the Lisbon Treaty.
Such a convention should, first of all, be given a specific mandate to
draft a reform of eurozone governance that makes provision for the cre-
ation of a fiscal power and for control of the same by the European Par-
liament acting in restricted composition and equipped with enhanced
powers. It should also be called upon to address the central issue that,
still unresolved, is currently holding back the process of differentiated
integration, i.e. the need to allow subsequent eurozone reforms to be
decided within this narrow framework. In this regard, to consolidate the
existing international treaties (the ESM Treaty and the fiscal compact),
some scholars have suggested making provision for a protocol on EMU
to be annexed to the TFEU, and setting up a specific procedure for re-
vision of this protocol that allows the eurozone member states to mod-
ify the TFEU provisions specifically relating to EMU without the need
for ratification by the non-eurozone EU member states.! Finally, it will
have to address the problem of the overall restructuring of the EU in the
light of the reform of the eurozone. A Treaty revision procedure of this
kind would, of course, require the agreement of the countries outside
the euro area, Great Britain first and foremost, if only at the inevitable
inter-governmental conference that would follow this type of conven-
tion. Should it prove impossible to obtain the agreement of all the EU
countries, the countries intending to proceed with the reforms in ques-
tion could convene a constitutional assembly, to be made up only of
MPs and MEPs from these countries, but also involving the European
Commission in order to identify the political and institutional formulas
that might render the framework of the politically integrated eurozone
compatible with the Community framework of the current European
Union. It is clear that the Treaties in force do not make provision for re-
forms, or an assembly, of this kind, just as it is clear that the new euro-
zone structure that emerges cannot be subject to the unanimous ap-
proval (first at an intergovernmental conference and then in the various

! See Thierry Chopin, Jean-Frangois Jamet, Frangois Xavier Priollaud, Reforming
the European decision making process: legitimacy, effectiveness and clarity, The Feder-
alist, 55 (2013), p. 81.



145

national settings) of all twenty-eight EU members. For this reason, the
convention must also work out the clauses that will allow proposals re-
lating to reforms within the euro area to come into force following their
ratification by a majority of the eurozone countries, and the system for
allowing the non-eurozone EU members to approve the parts that relate
to the restructured European Union. It must be understood, however,
that the chances of this process working are dependent entirely on the
political will of the countries involved.

In conclusion, should it prove possible, with the support of the Eu-
ropean institutions, to introduce, in the eurozone countries, the kind of
pre-constitutional pact herein discussed, which may also serve to re-
mind the citizens of the deeper values and true meaning of European
integration, the political climate will change radically and the growing
disenchantment with Europe might be turned back into support for an
extraordinary project fostering social, political and cultural growth.

Luisa Trumellini

SOLIDARITY WITH STABILITY:
AN ADDITIONAL BUDGET FOR THE EUROZONE

The American Federal Budget Before the Great Depression and the EU
Budget Before the Great Recession.

The financial crisis that exploded in 2008 triggered a phenomenon
that, in an allusion to the Great Depression of the 1930s, has been
dubbed the Great Recession. It is useful, for a number of reasons, to ex-
amine the similarities and differences between the present situation and
the American one of the last century. In 1929, the budget of the Amer-
ican federal government amounted to 2.5 per cent of the country’s
GDP,!whereas in 2008 the EU budget stood at 1.05 per cent of GDP.

! The public spending of the single states and local governments instead amounted
to 7.5 per cent of GDP. Federal expenditure therefore accounted for 23 per cent of the to-
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Seemingly, then, the US federal budget, being more than twice the size
of the European one, was the one better equipped to cope with the eco-
nomic crisis it faced. This, however, is only partially true and, above
all, it is a simplification that fails to take into account the economic pol-
icy differences between the USA of the 1930s and today’s EU. Indeed,
the presence of major differences between the two budgets in question
makes it difficult to compare them. First of all, whereas defence policy
was covered by the American federal budget, defence is still a compe-
tence that is entirely excluded from the EU budget. Furthermore, the
EU budget does not have to cover interest payments given that it is re-
quired to break even and the EU may not borrow to finance a budget
deficit. Therefore, if we exclude defence spending, which in 1929 ac-
counted for 49.8 per cent of the US federal budget (66.6 per cent if we
leave out interest on government debt), the American budget amount-
ed to 1.25 per cent of GDP (or 0.84 per cent after excluding the debt in-
terest) and was therefore smaller than the present European one.? This
comparison, however, fails to bring out an important difference be-
tween the two cases, namely the fact that, under the terms of Roo-
sevelt’s New Deal, the US federal budget was subsequently increased
in order to bear the costs of a policy of promoting high levels of eco-
nomic activity and employment. Indeed, the New Deal was a major
turning point: by creating solidarity between the citizens of the differ-
ent member states, the USA passed the second of the three important
tests that marked the process of consolidation of the American federa-
tion.> The EU, on the other hand, despite being more integrated eco-
nomically that the USA of the 1930s, is unable to make the leap to-
wards European solidarity. Indeed, as shown by the negotiations on the
2014-20 financial cycle, the policy of Europe is not only to reduce the
European budget, but also to have the already financially weakened
states bear the entire burden of recovery as well as economic growth.

tal and that of local governments 77 per cent. Today the pattern is reversed: of total pub-
lic expenditure amounting to 37 per cent of GDP, the federal government accounts for
78per cent and state and local governments 22 per cent.

21f, to the latter, we add the European policies funded by the EIB (0.6 per cent of
EU GDP) and the payments linked to aid policies pursued under the EFSF and the ESM,
today’s European policies amount to a far greater share of GDP than did US federal gov-
ernment spending prior to the Great Depression.

3 The first test was the Civil War and the third America’s assumption of global lead-
ership in the aftermath of the Second Word War (C. Kupchan, The End of the American
Era,2003).
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Combining Solidarity with Stability: the EU Budget and the Need to
Give the Eurozone a Separate, Additional Budget.

The Stability and Growth Pact and the economic policy suggested
by the European Commission are more suited to countries that are part
of a fixed exchange rate system than to countries belonging to a “true
economic and monetary union”. As a result, countries that find them-
selves hit by a negative economic shock while already struggling with
high levels of public deficit and debt are required to bear alone the
costs of adjustment. The current EU budget is viewed not as an eco-
nomic policy instrument, but rather as a redistributive mechanism. In-
deed, what the negotiations on the 2014-20 financial cycle have shown
is that the EU member states regard the EU budget more along the lines
of the requisition system in force in the United States before the
Philadelphia Convention than as an instrument capable of guaranteeing
Europe income and employment stability. Moreover, in an intergovern-
mental framework, all the European institutions can do is promote
measures designed to curb public spending and liberalise the product
markets and production factors, particularly labour. Consequently, de-
cisions on European economic governance, from the ideological stand-
point, are rightly criticised as neo-liberal, but it must be remembered
that the European institutions are not equipped with the power and re-
sources necessary to choose between different economic policy alter-
natives, supporting, for example, a growth policy. Unfortunately, those
who criticise the policies promoted by the EU, rather than supporting a
strengthening of EU powers, tend merely to call for removal of the pub-
lic debt and deficit constraints, or for withdrawal from the single cur-
rency tout court. Faced with this situation, the President of the French
Republic and the Italian prime minister have resurrected the objectives
of European political union and a eurozone budget, albeit without
clearly outlining a timetable or the necessary steps. It is therefore nec-
essary, taking advantage of the favourable climate that is currently be-
ing created, to try and identify what might be the stages and the time-
frame of this process. It is here argued that the objective capable of
bringing about an advance in the process of European unification is that
of equipping the countries of the euro area, and those that will subse-
quently join it, with an additional, separate budget, thereby completing
monetary union with economic union. Although this objective will re-
quire an amendment of the Treaties, it is possible to envisage an inter-
mediate phase that, without modifying the Treaties, will nevertheless
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be decisive with regard to the objective to be reached. However, in or-
der to specify the steps that need to be taken in the short and medium
term, a number of preliminary issues should first be clarified.

A “Budget” or a “Fund”? The Steps Leading to the Establishment of
the Fund (and of the Budget).

The first question to ask is whether we should be talking of a “bud-
get” or a “fund”. The answer depends on the time needed for the ini-
tiative and thus the institutional framework of reference. If the aim is
to find a short-term answer to the economic crisis, then it is necessary
to identify an initiative implementable in the framework of the existing
Treaties, possibly preceded by an amendment, through recourse to a
simplified revision procedure, of art. 136 TFEU. Initially, it might be
possible to set up a specific fund exclusively for the eurozone coun-
tries, given that the Treaties make no provision for the formal creation
of a budget for a limited number of EU member states.* In a second
phase — between 2016, when there will be a compulsory review of the
EU budget and the national parliaments are due to take part in an inter-
institutional conference to assess the report of the working group on
own resources, and 2017, the year in which the fiscal compact and the
European Stability Mechanism are due to be integrated into the
Treaties — it will be necessary to modify the Treaties in order to give
the European institutions increased budgetary powers.

The Objectives of the Fund and of the Budget. Constraints and the
Timetable for Implementation.

The second question needing to be answered is that of what the ob-
jectives of the fund should be. The answer we put forward here is based
on the indications provided in the European Commission’s Blueprint
and in the document presented by the President of the European Coun-

4 This is not to say that the first phase is irrelevant. On the contrary, it is the decisive
one, because it is the one that makes provision for the intervention of the European Par-
liament in the decision on the financing of the fund. Indeed, contrary to what is provid-
ed for by the European Commission’s Blueprint (2012), the fund is not to be financed
with national contributions, but only with its own resources. This suggests that what is
needed is a solution similar to that adopted for the European Development Fund — cur-
rently funded and managed directly by the nation-states — which, following a resolution
by the European Parliament in 1993, it was decided to include in an ad hoc section of the
EU budget.
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cil, Van Rompuy.’ Basically, the fund_should serve to ensure stability
of income and employment in the event of asymmetric shocks affect-
ing one or more member states. During the initial phase, it will co-fi-
nance, primarily, investment policies and policies of income support
for the unemployed, in partnership with the states that find themselves
hit by an economic crisis; it will do this for a limited period of time and
according to a programme agreed with the Commission. This pro-
gramme may also include “contractual arrangements” for the imple-
mentation of structural reforms.

The objective, however, must be that of accelerating the pace with
respect to the schedule envisaged by the Commission for the creation of
the fund. In the second phase, the fund will be transformed into a true
budget, which, as such, will have the capacity to be funded by borrow-
ing and to intervene in the event of economic crises affecting the entire
eurozone, supplying European public goods. However, we feel that, in
order to avoid giving rise to moral hazards, constitutional restrictions
will have to be placed on this borrowing capacity. It is therefore pro-
posed that the provisions of the Treaty on Stability, Coordination and
Governance in the Economic and Monetary Union (the so-called fiscal
compact) relating to national budget deficit ceilings be extended to the
“eurozone plus”, whose additional budget must not result in its incur-
ring a structural deficit greater than 0.5 per cent of GDP. The establish-
ment of a specific budget for the “eurozone plus” is also a necessary
condition for the realisation of, in addition to economic union, a true
European banking union: as shown by, among other things, the Ameri-
can Savings and Loans crisis of the 1980s, only a federal budget would
be able to confer the necessary credibility on a future European bank de-
posit insurance fund. We also feel that, at the same time, the Treaty es-
tablishing the European Stability Mechanism, which is a prerequisite
for the establishment of a European treasury, should be integrated into
the existing Treaties, along with the fiscal compact. This decision could
result in conferral, on the Commission, of the formal power to impose
revision of national budgets, and thus pave the way for the establish-
ment of the European Redemption Fund (ERF) proposed by the German
Council of Economic Experts and supported by the European Parlia-

5 Presidency of the European Council, Final Report. Towards a Genuine Economic
and Monetary Union, Brussels, 5 December 2012; Commission Européenne, Projet dé-
taillé pour une Union économique et monétaire véritable et approfondie - Lancer un dé-
bat européen, COM(2012) 777 final/2, Brussels, 30 November 2012.
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ment in its resolution of 20 November 2012 and by the European Com-
mission Blueprint of November 28, 2012. The ERF would guarantee the
servicing of the debt in accordance with what is laid down by the Ger-
man economists. These steps will require the convening, by 2017, of a
European Convention with a mandate to modify the existing Treaties.

How Should it be Financed?

The third question that must be answered is that of how to finance
the fund. There are two alternatives that can be considered: the first is
to introduce a specific European tax, such as a carbon tax or a tax on fi-
nancial transactions, to be levied only in the participating countries; the
second is to overturn the purely_institutional principle according to
which the European Parliament is the only parliament in Europe that has
a say in regard to spending, but not revenue.® Opting for this second al-
ternative, the necessary step — a minimal one — would be to give the
European Parliament the power to decide, together with the national
parliaments, the allocation of the own resources used to finance the ad-
ditional eurozone fund. This would, essentially, constitute a return to Al-
bertini’s idea that the sharing of tax revenues between the national and
the European levels should be subject to a vote by both the European
Parliament and the national parliaments. Since the proposal for the first
phase envisages the taking of action within the framework of the exist-
ing Treaties, should the European Parliament be unable to vote in re-
stricted composition (i.e. only the MEPs of the states taking part in the
initiative), a possible solution might be to create, within the European
Parliament, an ad hoc committee made up exclusively of eurozone
MEPs, along the lines of the Grand Committees in the UK. In the sec-
ond phase, the Treaties would, instead, need to specify explicitly that
the vote on the budget will involve the European Parliament in restrict-
ed composition, i.e. in the configuration of the participating states.

What is the Tax whose Revenue Must be Allocated?

The proposal for co-decision between the European Parliament and
the national parliaments on the allocation of tax revenue between Euro-
pean and national levels is based on the system of “common taxes* used
in Germany. In this member state, the allocation of the proceeds of certain

6 European Parliament Budgets Committee, Working paper n. 1 on the system of own
resources of the European Union, 1 December 2011.
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major taxes, such as VAT, is decided jointly by the Bundestag and by the
Bundesrat. In our case, there are two possible alternatives to consider. The
first is to use the revenue from a tax on financial transactions, and the sec-
ond to use revenue from VAT. The first option has a series of advantages:
it concerns a proposed tax that enjoys broad public consensus, it identifies
a new tax base, and the process of its introduction is already well ad-
vanced. On the other hand, it is associated with the following difficulties:
a) the tax would be introduced by only 11 of the eurozone countries; b)
some states have already introduced a national tax on financial transac-
tions, irrespective of the EU Directive, and have already stipulated that all
the revenue generated must feed the national budgets; ¢) it has been pro-
posed, in several quarters, that part of the revenue should be destined for
the EU budget in place of, not in addition to, the existing national contri-
butions. The second option, on the other hand, has the advantage of con-
cerning a tax that already finances the EU budget and whose reform is al-
ready under discussion. In any case, were the problems relating to the pro-
posed tax on financial transactions to be resolved, the revenue from it
could be added to (or, at least, replace) the revenue from VAT.

A Fixed Share of the Revenue, or a Share to Be Determined on a Case
by Case Basis?

Should it be decided that the best way of funding the additional
budget is through the use of part of the proceeds of a given tax, the next
question would be whether the proportion to be allocated to the euro-
zone budget and the proportion to be allocated to the member states
should be fixed from the outset. Put this way, the question seems some-
how to contradict the suggestion that the European Parliament should
be involved, on an equal footing with the other European institutions,
in the decision on the allocation of the proceeds of a tax still to be iden-
tified. For this reason, the proposal regarding the creation and financ-
ing of the fund must be framed in such a way as to leave the parlia-
mentary bodies free to decide jointly, case by case, how to distribute
tax revenues. This approach is, in fact, consistent with the functions
that should be assigned to the planned fund. It should also be noted that
this choice has important political implications, considerably increas-
ing the political value of European elections, a trend destined to be-
come more apparent as from 2014 when, for the first time, the Presi-
dent of the European Commission should be chosen on the basis of the
outcome of the European elections.
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The Procedure for Establishing the Fund and the Problem of the Ini-
tiative.

The last question to be broached concerns the procedure that should
be followed for establishing an additional fund for the “eurozone plus”.
The suggestion is to start the launch of an enhanced cooperation that,
in theory, should immediately involve the countries of the eurozone,
but would remain open to any other countries subsequently wishing to
participate. The latter countries, not yet being part of the eurozone,
would be required to renounce their status, provided for under the
terms of the Lisbon Treaty, as “member states with a derogation”. With
regard to the voting procedures of the Council and the European Par-
liament, the enhanced cooperation must be established implementing
the provisions of Declaration no. 40, annexed to the Treaty of Lisbon.’
If necessary, this solution could be preceded by amendment, through a
simplified revision procedure, of art. 136 TFEU, in order to take into
account the fact that the eurozone countries must be enabled to intro-
duce a fund designed to finance a policy of income and employment
stability. The problem, rather, is that of the initiative, given that for all
this to come about there needs to be a government, in Europe, that is
willing to promote the proposal among the other eurozone member
states.

The Connection Between the Policy of the Fund (and, Subsequently, the
Budget) and the National Budgetary Policies.

It remains to be clarified what procedure might be envisaged in or-
der to establish a connection between the policy of the fund and the na-
tional budgetary policies. Indeed, given the need to share tax revenues
collected at national level between the national and the European lev-
el, the governments of the countries participating in the initiative would
need to know, before drafting their budgets, the extent of the resources
at their disposal for the funding of national policies. In this regard, it
might be envisaged that the proposal relating to the quantity of re-
sources destined to finance the fund be formulated by the President of

7 Declaration 40 on article 329 of the TFEU: “The Conference declares that Mem-
ber States may indicate, when they make a request to establish enhanced cooperation, if
they intend already at that stage to make use of Article 333 providing for the extension
of qualified majority voting or to have recourse to the ordinary legislative procedure.”
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the European Commission during the European Semester. The amount
of resources to be allocated to the fund of the “eurozone plus* would
thus be defined at this stage. The Commission would then send its pro-
posal to the European Parliament and the President of the “Eurogroup
plus”. This latter body, comprising the finance ministers of the partici-
pating countries, would then make its decision. Once the European in-
stitutions had reached their decision, it would be the turn of the nation-
al parliaments. The European Commission proposal would be consid-
ered approved if a majority of the national parliaments approved it in
time for the governments of the participating states to approve the bud-
get for the following year, which they must do by 15 October each
year.8

Domenico Moro

8 An alternative to the procedure of approval by the European Parliament and na-
tional parliaments could be that of submitting the European Commission’s proposal to
the conference of parliamentary representatives pursuant to art. 13 of the fiscal compact.
This solution could be considered following the incorporation of the fiscal compact into
the Treaties.



154

Federalist Action

TOWARDS FEDERAL UNION*

Europe is passing through a period of turbulence and uncertainty.
The European Union itself is in deep trouble. The long financial crisis,
which has led to economic stagnation, unemployment and political
fragmentation, has exposed not only the flaws in the design of the Eco-
nomic and Monetary Union and the weakness of EU institutions, but
also a lack of commitment to European integration by EU states. As a
result, the European Union has lost the trust of many citizens.

If the European Union is to survive for years to come, it must pur-
sue the paths of social peace, prosperity and political unity through the
business of democratic government. A federal Europe with strong de-
mocratic institutions is the only way to meet this challenge. Europe will
not be united if it is not democratic. And it will not be democratic if it
is not a federation.

The process of building a genuine European federal union can start
today with the eurozone and those states genuinely committed to join-
ing the euro. It is the responsibility of our decision makers to take all
the necessary steps to solve the problems, put our affairs in order and
rebuild confidence.

We therefore urge the political parties and candidates in the Euro-
pean Parliamentary elections of 2014 to make the accomplishment of a
federal union a central theme of their campaign. An election with a gen-
uine European dimension will be attractive for citizens and lead to a

* This is the Manifesto for the 2014 European electoral campaign, unanimously ap-
proved by the XXIV Congress of the Union of European Federalists, held in Berlin, 15-
17 November 2013.
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higher turnout. We therefore welcome the fact that the European polit-
ical parties are to nominate candidates for the Commission presidency
and other posts.

And we urge the European Parliament to develop its proposals on
the structure of federal union alongside representatives of national par-
liaments in an inter-parliamentary Assizes.

Dealing with the Crisis.

Federalists believe that only deeper fiscal integration will lead Eu-
rope out of the crisis and fulfil Europe’s economic and democratic po-
tential. This new polity has to be formed around the states whose cur-
rency is or will soon be the euro.

In the first instance, the eurozone needs a real banking union, in-
cluding a European resolution mechanism and a federal deposit insur-
ance scheme. Decisive action is still needed to disentangle sovereign
from banking debt. Regulation must be tough, clear and fair. At na-
tional level, fiscal discipline must be accompanied by economic re-
forms. At both European and national levels a better balance must be
struck between fiscal consolidation and investment in growth and jobs:
fiscal union is not viable without social justice. Tackling youth unem-
ployment must be the priority.

It has become clear that purely national recovery plans have been
largely ineffective. Only by creating the tools and resources for com-
mon European economic, industrial and energy policies can we boost
trade and competitiveness, stimulate research and education, build
trans-European networks and complete the single market in services.

UEF welcomes the legislation already in place which will ensure
budgetary responsibility at the national and European level. Now we
urge the eurozone to make rapid progress to address the burden of debt
which is destroying opportunity for too many European citizens. We
need adequate forms of European taxation and new forms of European
debt instruments for a proactive European social and economic policy.
We need to replace ad hoc policy conditionality with democratically le-
gitimated policies and measures, including automatic stabilisers, which
enhance solidarity and growth for a European social market economy
if the conditions and rules of fiscal stability and structural changes are
met.

These steps require the transformation of the eurozone into a true
political union. And those states which have yet to join the euro, and
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are intent on doing so, must be connected as closely as possible to this
process of deeper integration.

Treaty Change.

The Treaty of Lisbon is being stretched to breaking point under the
pressure of crisis management. Its revision is unavoidable if the Union
is to overcome its present difficulties.

We therefore call for a constitutional Convention to begin as soon
as possible after the May 2014 elections, and no later than spring 2015.
The Convention will be composed of MEPs, national MPs, the Com-
mission and the state governments. But it must reach out to the media,
political parties, civil society and public opinion in direct and effective
ways. Its mandate must include the task of explaining and justifying the
decisions it takes.

The agenda of the Convention must be open, but shaped by a co-
herent political strategy based on the re-foundation and renewal of the
European Union around a federal vanguard. Its task will be to draft a
new fundamental law which provides a durable settlement of the sys-
tem of governance of the Union, along with a clearer sense of things to
come.

The new treaty must further enhance the capacity of the Union to
act at home and abroad. It must be a strong constitutional framework in
which its governors and law makers are empowered to make coherent
and efficient choices about the direction of policy. Member states must
respect the values and principles of their Union, and the EU needs to
be alert and to react effectively when changes to national constitutions
depart from them.

A genuine common immigration and asylum policy is needed to
make a reality of the EU area of freedom, security and justice. Re-
sponsibilities for the control of the external frontiers of the Union must
be decently shared, and the human rights of migrants fully respected.
Consular rights of EU citizenship should be strengthened, and EU con-
sular posts promoted. EU citizens living in other EU states should be
allowed to vote in all elections at their place of residence. The scope of
the European Citizens’ Initiative should be widened and its application
made more accessible.

The European Union will not be the global actor it aspires to be un-
less its states makes a more serious political commitment to develop-
ing common foreign, security and defence policies. At the moment, Eu-
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rope is not only failing to defend its own values and interests but also
to fulfil its potential to be a source of good in world affairs. EU citizens
have a strong commitment for peace.

In order to achieve these objectives the treaty revision must not fail
to adjust competences and increase the powers of the European institu-
tions where necessary.

Federal Government.

The main new feature of the fundamental law will be the installa-
tion of a federal government, with a powerful Treasury Secretary, for
the fiscal and economic union. The eurozone must have its own fiscal
capacity, capable of contributing to macro-economic stabilisation. The
EU budget should be financed by genuinely autonomous own re-
sources — such as taxes on carbon emissions or financial transactions
— which, by moving away from the current system of direct national
contributions, will allow the federal core to escape from the paralysis
of juste retour.

The new treaty must permit the progressive mutualisation at least of
a portion of sovereign debt within the eurozone, subject to strict condi-
tionality. It should lift the prohibition on deficit financing while ensur-
ing that the federal debt is subject to limits comparable to those im-
posed on the states. In addition, the current unanimity rules for the de-
cisions on own resources and the multi-annual financial framework
must be modified.

A Better Democracy.

UEF believes that the EU will only survive and prosper by enhanc-
ing European democracy: we act to strengthen the European public
space, with citizens fully engaged at every stage of the constitutional
process.

We should transfer to the European Commission most of the resid-
ual executive powers now held by the Council, at least in the econom-
ic and fiscal field, turning the Commission into a recognisable and ac-
countable government. The size of the Commission should be reduced,
with its members nominated by the President-elect and elected by the
European Parliament.

The two legislative chambers of the European Parliament and the
Council should be put on an equal footing. The composition of the Par-
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liament should be determined by logical, transparent and understand-
able rules on the basis of the population of the states, respecting the
principle of degressive proportionality. In order to build up real Euro-
pean political parties and to heighten the EU dimension of politics, a
certain number of MEPs should be elected in a pan-European con-
stituency from transnational lists. Parliament must gain the right of
consent to treaty changes and to the accession of new states.

Restrictions on the scope of the jurisdiction of the Court of Justice
should be lifted, and access to the Court eased for individuals.

A Deeper Legitimacy.

Flexible and democratic procedures are needed for future treaty
amendments, which should enter into force either once ratified by a
qualified majority of the states and of Members of the European Par-
liament, or if carried in a pan-EU referendum by a majority of the states
and citizens. Such changes will bring the EU into line with all other
federal or international organisations.

EU states cannot be forced against their will to take the federal steps
we here propose. At the same time, such states cannot be allowed an
open-ended possibility to pick and choose what they want from the EU
and discard the rest. Yet more a la carte opt-outs and derogations risk
fracturing the cohesion of the acquis communautaire. Free-riding
means disintegration.

We therefore propose to create a new category of membership
available to states which choose not to join the federal union. Institu-
tional participation would necessarily be limited. Continued allegiance
to the Union’s values should be required, but political engagement in
the Union’s objectives and policies would be reduced. This new form
of associate membership would also be an improvement on the present
European Economic Area, and would be open to all other European
countries.

Should it prove impossible for all current member states to agree to
revise the European Union along these lines, we urge the creation of a
constituent assembly, gathering members of the national parliaments
and the European Parliament to establish a constitution along these
lines. Every parliament would be invited to participate in a fresh start
for Europe but the assembly should be able to start its work even if not
all have resolved to join such a project.

ok ok



159

To the achievement of these objectives, UEF welcomes a broad
public debate on “A Fundamental Law of the European Union” as elab-
orated by the Spinelli Group of MEPs.

We commit ourselves to advancing the cause of European federal
union in the interests of a more peaceful and prosperous world.

The Union of European Federalists commends this manifesto to the
political parties and candidates campaigning for election to the Euro-
pean Parliament in May 2014.
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