Towards economic union: a new strategy for the Single Market

By Paola Rossi

On March 30 2010 BEPA organised, in close cooperation with Bruegel, a Workshop on the theme “Towards economic union: a new strategy for the Single Market”.

The rationale behind this Workshop lies in President Barroso’s conviction that the Single Market calls for renewed political commitment to withstand the insidious threat of economic nationalism and tap into its full potential, as set out in the political guidelines the President proposed for the new Commission. 

We are now approaching the 20th anniversary of the symbolic date of 1992, which marked the birth of the Single Market. At the time, the renowned Cecchini report entitled the “Costs of non-Europe (1988)” specified the conditions for establishing the fourth freedoms (goods, capitals, services and works) by carefully examining the costs and benefits of a Single Market in Europe, in accordance with the – at the time – Treaty of Rome. That strategic decision, along with the integration efforts made by the Delors Commission, has now a second blush of youth. 

President Barroso clearly stated that one of the objectives of the Commission action in the coming years will be to “regain the momentum in the internal market, making it the powerhouse of the European economy”. The Single Market is “the jewel in the EU’s crown”, the backbone of the European economy and must be the cornerstone of Europe’s recovery. 

To this end, last October President Barroso invited Mario Monti, President of the Bocconi University and former Commissioner for Internal Market, Financial Services and Tax Policy (1995-1999) and for Competition (1999-2004) to draw up a report on the re-launch of the Single Market. To perform this delicate duty, Mr Monti liaises directly with the President and avails himself of the expertise and logistical support of Commission staff. Mr Monti has already consulted Member States, Commissioners, Members of the European Parliament and other stakeholders.

Before completing his report, which is due by the end of April, Mr Monti asked BEPA and Bruegel to organise the above-mentioned Workshop, which provided a unique forum to exchange ideas with the academic community and with the most relevant think tanks engaged in European matters. The main objectives of this gathering were to obtain additional information and broaden the audience of his consultation exercise and to test his ideas and get high-quality inputs.

The Workshop has been divided into two sessions, as the revamping of a well-performing and efficient Single Market needs both regulatory and non-regulatory measures. This combination of measures will help markets move towards closer integration and, at the same time, it will make this further integration politically rewarding and socially acceptable. 

After having briefly outlined the progress in the Single Market report, Mr Monti brought to the table some key questions in order to encourage the discussion (e.g. which are the new engines of the political and economic integration? Will the new Member States take up the flag and become the driver of the market reform? What will be the role of the old Member States in this respect? 

The first session – “The political economy of the Single Market today” – looked at the obstacles that continue to remain and at the best way to overcome them. Under the helpful guidance of Marco Buti, Director-General of DG ECFIN, Paul Seabright (Professor and Researcher at the “Institut d’Economie Industrielle” of the Toulouse University), Helen Wallace (Professor on European Integration at the LSE) and Roger Liddle (Chair of Policy Network think tank) put forward a strategy to be followed and areas in which the Commission should act in the years to come. What it clearly emerged was the need to generate a new political momentum to make the Single Market engine work again at full speed. 

Some keynote speakers contented that existing differences in “appetite” between old and new Member States could create a favourable level playing field for establishing an economic governance in Europe. 

The discussion also focussed on other areas, including education, health, environment and digital economy, where certain speakers felt that the Commission should become more active. More specifically, Professor Wallace emphasised the need for the Commission to improve regulation and to pay careful attention to health services, e-industry, green technologies and energy. Roger Liddle mentioned tax coordination and the need for a re-regulation of financial services at EU level, especially in the current crisis framework. 

The second session was chaired by Robert Verrue, Director-General of DG EMPL. Nicolas Jabko, Senior Research Fellow at the Faculty of Political Sciences, Paris, Daniel Daianu, Professor of Economics at the National School of Political and Administrative Studies in Bucharest, former Minister of Finance and MEP, and André Sapir, Senior Fellow at Bruegel and Professor of Economics at the ULB, Brussels took part in this session. It was argued by some that the completion of the Single Market could only be achieved at the expense of the welfare and social dimension, and this perception had become even more deep-rooted as a result the world economic crisis. Nicolas Jabko presented his view of the “Janus faced Europe”, between liberalism on one side and solidarity on the other. He underlined the importance of the so-called political space for the Single Market, which had recently shrunk. In order to “re-launch” the Single Market, Mr Jabko suggested to put the social dimension upfront, re-engineer the Single Market and involve more politicians and citizens in this important project. Little was said, however, on how these objectives could be attained.

Mr Daianu insisted that moral/ethical values should be more present in the business dimension and that taming financial markets (via better regulation and supervision) would unleash more entrepreneurship and dynamism.

Mr Sapir framed the Single Market within the context of the global Europe, underlying the tension between equity and efficiency in the Market and suggesting that Europe should invest more on education. 

The Workshop made it clear that there are no magic and ready-made recipes for a renewed and strong Single Market. Nevertheless, one of the main outcomes of this Workshop was the need to create a new political appetite for the Single Market –as it was the case in the 1990s – and to move ahead towards an Economic Union (Europe has successfully completed its Monetary Union but failed to add the economic component to the EMU). In a nutshell, the seminar’s overall outcome seemed to imply that Europe has still a long way to go to accomplish the objective of a “highly competitive social market economy” as set out in the Treaty on the functioning of the European Union. 

