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The framework and policies of the 
European Union are powerful 
tools which allow us to respond 

to the economic challenges of 
globalisation while, at the same time, 
preserving our social model, said the 
President. He went on to highlight 
these frameworks: the single market, 
offering direct access to nearly half a 
billion citizens; the single currency, 
which President Barroso described as 
an anchor of stability against external 
shocks and fi nancial turbulence, and 
which has emerged as the second 
most important international 
currency behind the US dollar; and 
Economic and Monetary Union – the 
most advanced stage of integration 
to date – that is supporting sound 
macroeconomic policies and even 
deeper integration today. And fi nally, 
the relaunched Lisbon Strategy 
– a major exercise in economic 
adjustment and reform with a sharp 
focus on boosting employment 
and productivity for a knowledge 
economy.

More is needed
“Two years after the relaunch of 
the Lisbon Strategy”, said President 
Barroso, “my impression is that it 
has added momentum to Europe’s 
reform process.” A reform process 
that has not yet received the credit 
it deserves, he added. He went on 
to describe these reform efforts as 
striking the right balance between 
security and fl exibility, which has 
proven successful in several Member 
States to reduce unemployment. But 

more is needed, he urged – despite 
clear progress so far there is huge 
scope for improvement – economic 
reform is the name of the game 
today!

As part of these extra efforts, he 
outlined the ambitious programme 
of studies and research now under 
way in the run up to the tenth 
anniversary of the launch of the 
euro. Both the performance of EMU 
and the single market are under the 

magnifying glass. The single market 
review will examine how its role 
could be enhanced as a major, open 
trading area which, the Commission 
President predicted, will lead to 
proposals for concrete measures 
to make it work even better in the 
future.

Global challenges
“However, many of the challenges 
today are global in nature and 
therefore require global solutions,” 
President Barroso reminded the 
audience. So it is important that 
we in Europe also focus on the 
responsibilities that globalisation 
brings, was his message on the need 
to show global leadership. “As the 
world’s biggest trader, the European 
Union is a leading player in efforts 
to liberalise world trade. But we can 
only succeed if we are more open 

and more global,” he said – arguing 
against protectionism and calling on 
G8 leaders to recognise the benefi ts 
of an ambitious and balanced Doha 
deal. But he was clear on the need 
for everyone to contribute: “If this is 
a negotiation in which Europe pays 
and others do not, there will be no 
Doha deal”.

After touching on energy and climate 
policies, President Barroso returned 
to Europe’s economic landscape. “I 
believe that the old proverb ‘there is 
strength in unity’ is nowhere more 
true than when building a competitive 
economy for the global market,” he 
told the audience. “The framework 
and policies of the European Union 
are critical in responding to the 
challenges of globalisation.” ■

Reform: the name 
of the game today

First Deputy Managing 
Director of the IMF, John 
Lipsky, kicked off the 

presentations, speaking on the 
IMF’s multilateral consultations 
initiative on global imbalances 
which brings all the concerned 
economies together to build a 
co-operative response. There are 
two key considerations to the 
approach to global imbalances 
said Lipsky. First, there is an 
evolving view that global 
imbalances are more a medium-
term challenge than a short-term 
policy emergency. 

Lipsky pointed to the simultaneity 
across the globe of strong 
economic results over the past 
fi ve years, with unprecedented 

levels of capital flows – both 
refl ecting globalisation.
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Opening the Brussels Economic Forum, President José 
Manuel Barroso in his keynote address told delegates 
that we must take advantage of the current good 
economic situation to accelerate, rather then lessen, 
the pace of structural reforms to ensure that the process 
of globalisation brings benefi ts to all Europeans.

Browsing in 
the break 
between sessions: 
the latest statistics, 
charts and reports 
on the European 
economy. 

Responses to global 
imbalances: hands-on 
or hands-off
Welcoming delegates to the fi rst session of the BEF 
on ‘Unwinding global imbalances: Dollar defi cits and 
distress’, DG ECFIN Director-General Klaus Regling 
pointed out that although there is much to be positive 
about, there is no excuse for complacency, and quoted 
Albert Einstein who said, “The important thing is not to 
stop questioning”. 

There is strength in unity.

Klaus Regling



“We can do even better”

Presenting the report, Danuta 
Hübner, Commissioner for 
Regional Policy, highlighted 

the many achievements of Cohesion 
Policy and funding, including 
providing opportunities for all 
citizens wherever they live, mobilising 
unused potential, and concentrating 
resources on growth-generating 
investments. Cohesion Policy has 
also demonstrated its capacity to 
adjust to changing circumstances, 
she added. It has invested in vital 
infrastructure and human resources, 
ass isted modernisat ion and 
diversifi cation in regional economies, 
helped direct public investment 
in the Member States towards EU 
priorities, contributed to less social 
exclusion and better regional and local 
administration – and, in doing all this, 
it has contributed to economic growth 
and fewer disparities in the EU.

“But we can do even better,” 
Commissioner Hübner believes, 
and she has proposed a broad and 
inclusive debate on the future of 
Cohesion Policy centred around a 
series of questions. On the context 
for the future, these include 
issues such as possible changes in 
regional competitiveness due to 
increasing external pressure from 
low- and medium-tech sectors; 
the importance of an integrated 
approach in public policies on 
growth and jobs; whether the 
territorial targeting of activities must 
be improved to meet competitive 
challenges; and the future skills 
and competences EU citizens will 
need at regional level to meet these 
challenges. Other questions cover 
policies such as whether or not the 
allocation of responsibility between 
Community, national and regional 
levels is optimum for facing the 
looming challenges; and the nature 
of new delivery mechanisms that 
would improve the responsiveness 
of cohesion policies in a rapidly 
changing environment.

Commissioner Danuta Hübner will 
chair the third session on ‘Fostering 
catching-up and cohesion in the 
EU’, and her opening presentation 
will focus, among other topics, 
on the wide economic disparities 
between EU regions – for example, 
GDP per capita, which ranges from 
24% of the EU average in parts of 

Romania to 303% in London. The 
size of these disparities gives some 
idea of the challenges ahead and, 
as the Commissioner responsible 
for regional policy, we can expect 
the extent of real convergence on 
the ground – not easily discerned 
in macroeconomic indicators – to 
be raised as well. ■

However, he explained, domestic 
demand growth does not follow 
the same pattern, and diverges 
substantially between regions 
– which is the root cause of the 
large imbalances we see today. 

Second, he continued, the IMF 
multilateral consultations are 
a novel approach – it is the 
first time this tool has been 
used and it is an experiment in 
international policy coordination. 
It will not, however, be possible 
to draw strong conclusions on the 
effectiveness of the agreed policy 
measures until they are effectively 
implemented. Continued pressure 
would therefore be needed to 
ensure that policy-makers live up 
to their commitments. 

Mrs Wu Xiaoling, Deputy Governor 
of the People’s Bank of China, 
described her observations on the 
causes and symptoms of imbalances. 
It is a normal phenomenon, she 
said; realistically everything can’t 
be in perfect balance, but there is 
a legitimate concern over the size 
of the current imbalances, which 
may be exacerbated by the special 
status of the US dollar. “We cannot 

rely on one country to solve the 
problems of global imbalances,” 
explained Wu Xiaoling, “it needs 
co-operation – each country must 
take its responsibilities for adjusting 
global imbalances – and the EU is a 
good model for the world.” China’s 
contribution includes boosting 
consumption, although this must 
be done in a controlled manner. 
Implementing a solid social 
welfare system and streamlining 
foreign trade policies would 
release capital for consumption 
and boost imports, she said, while 
encouraging investments abroad 
could also help. 

So why worry? 
OECD Chief Economist Jean-
Philippe Cotis agreed with Wu 
Xiaoling that current account 
imbalances should be the norm in 
a perfect world – so why worry, he 
asked. Because imbalances might 
also be symptomatic of market 
imperfections, he answered. The 
problem is that we do not know 
how to decide when an imbalance 
is dangerous – and he suggested 
that as policy-makers are trying 

to avoid a low probability event, 
but one that has a high potential 
cost, any pre-emptive policy 
actions must fi rst and foremost 
serve other domestic ends. 

Muhammad Al-Jasser, Vice-
Governor of the Saudi-Arabian 
Monetary Authority, posited 
two group views for approaching 
global imbalances. The fi rst takes 
them as a serious problem but, he 
pointed out, this ignores the fact 
that, despite the huge US current 
account defi cit, the dollar is not 
overvalued. Those who say global 
imbalances are a serious problem 
are ignoring the depth and 
liquidity of US markets and the 
wealth of the US that can fi nance 
these current account deficits 
four times over, he explained.

The second view believes that 
current account defi cits are an 

aspect of globalisation – and 
this group worries more that 
policy mistakes may be made, 
rather than fearing some 
‘hard landings’. As to policies, 
given the unpredictability of 
oil prices, he said, “Any calls 
to oil-exporting countries to 
increase imports in support of 
correcting global imbalances 
must be treated with caution, 
as they could be pro-cyclical”. 
Muhammad Al-Jasser concluded 
by saying, “We must be cautious 

in assuming that policy actions 
would be better than leaving it 
to the fi nancial markets”.

The idea that policy responses 
to global imbalances might 
do more harm than good was 
also evident in questions from 
the audience, several of whom 
asked “If it is not broken, why 
fi x it?” and “If we cannot be 
complacent now, then when can 
we be complacent – Why not sit 
back and enjoy the ride?”. ■

Responses to global imbalances: 
hands-on or hands-off continued

Sunnier days ahead 
for the euro area

On 16 May, the Commission published 
convergence reports on Cyprus and 
Malta – opening the road to the 

southward enlargement of the euro area next 
year. Convergence reports analyse whether 
Member States satisfy the necessary conditions 
for the adoption of the single currency, and 

they are normally published every two 
years. However, when a Member State 

considers it is ready to adopt the euro, 
it can request a convergence report at 
any time – and Malta and Cyprus did 
just that in February of this year.

In response to the requests 
submitted by Nicosia and Valetta, 

the Commission analysed how far 
they meet the Maastricht convergence 

criteria on price infl ation, exchange-rate 
stability, long-term interest rates and 
budgetary position – and whether this 
convergence is sustainable. Compatibility 
of the national legislations with the EC 

Treaty requirements was also assessed. 
Announcing the assessment on 16 May, 

Commissioner Almunia reported that 
both Member States have achieved a 
high degree of sustainable economic 
convergence and fulfi l the conditions 
that will allow their respective 
economies to prosper in the euro 
area. The Commission’s assessment was 

matched by the European Central Bank, 
which also produced positive conclusions 

on the readiness of the two Member 
States to adopt the single currency. Both Malta 

and Cyprus have very open economies that are susceptible to 
external shocks, in particular volatile energy prices. With this in 
mind, Joaquín Almunia urged them to continue to pursue stable 
macroeconomic policies beyond the euro adoption process and 
to pay attention to the fi nal practical preparations, namely to 
avoid price abuses during the changeover period. 

Commenting recently on the euro adoption criteria, Joaquín 
Almunia said: “While meeting the Maastricht criteria is challenging, 
compliance is clearly in the interest of both the prospective and 
existing members of the euro area. It is the only way to maintain a 
truly stable environment that allows the participating countries to 
benefi t optimally from the advantages of the single currency.” In 
the same speech, delivered in Antwerp in May, he also reiterated 
the point that “the need for sound policies does not stop once entry 
into the euro area has been secured. This is critical to ensure that 
Member States perform well in the long term within the constraints 
of monetary union.”

On 30 May, the European Commission presented the fourth report on economic 
and social cohesion in the EU – an analysis of the economic, social and territorial 
situation in the enlarged Union and its 268 regions. 

Danuta Hübner will introduce and chair Session III of the BEF today 
(9.00-12.30).

We must be cautious.
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Muhammad Al-Jasser



The positive economic climate, 
as Commissioner Almunia 
explained, is seen in good 

economic performance and a 
positive outlook for EU growth 
– 2.7% in 2006, which is predicted 
to continue in 2007 and 2008. And 
this robust economic performance, 
well above the long-term average, 
is fi ltering through to employment 
– close to 2 million new jobs in 2006, 
with unemployment dropping to its 
lowest level in 15 years.

But there are challenges ahead, 
the Commissioner said. On current 
trends, Europe’s old-age dependency 
will double over the next 50 years 
– causing potential growth to drop 
from 2% to around 1% in the 
period 2031-2050. Further, sluggish 
adjustment in the euro area could 
produce divergent and persistent 
swings in economic activity – this 
must be met by changes to improve 
competitiveness.

The Commissioner emphasised that 

the Eurogroup was the sole body 
in which policy-makers could reach 
collective responses to economic 
challenges, and urged members to 
work to enable it to assume that 
critical role. Next year, he concluded, 
“I want to celebrate the tenth 
anniversary of monetary union with 
an updated vision and a roadmap for 
a stronger EMU.”

National differences
Five academics with policy-making 
experience took the fl oor, suggesting 
answers – or at least adding new 
questions – for the policy review 
announced by Commissioner 
Almunia.

Whilst the conventional view is that 
fi scal policy can deal with asymmetric 
shocks, noted Christopher Allsopp, of 
New College, Oxford, “Governments 
should use fi scal policy to get to the 
right real exchange rate, and that 
will ensure fiscal stability”. Tight 
debt/defi cit targets exacerbate the 

diffi culties of implementing fi scal 
policies, increasing the chance 
of overshooting and increased 
instability, he continued. “Whilst 
there is a consensus that medium-
term fi scal discipline is necessary, real 
exchange rates are more important 
than debt targets.”

Willem H. Buiter, from the London 
School of Economics challenged the 
pervasive view in EU policies that 
convergence is good and divergence 
bad. “We need lots of nominal 
divergence, to cope with asymmetric 
shocks, and to take account of real 
adjustments between countries with 
different levels of development.” 
Provided there is suffi cient sharing of 
risks across the euro-area countries, 
he reckoned, asymmetric shocks 
could be benefi cial. He emphasised 
the need for stabilisation policy to 
focus on smoothing consumption 
over time.

Contrasting the situation before 
and after EMU, Giuseppe Bertola, 

of the Universita di Torino, said 
that even though EMU means 
governments can no longer use 
inappropriate macroeconomic tools, 
such as devaluation, to address 
unemployment, there are still 
problems to be addressed. “Labour 
market rigidities may be sensible if 
we need them to target poverty or 
risk. If we cannot afford them but 
need them, there is a risk of breeding 
resentment of economic integration. 
But reforms are not cost-free, there 
is always a trade-off.”

“Member States have very different 
exposures to external shocks in 
global markets, and we must not 
forget that integration in EMU is 
just a part of the globalisation in 
financial systems,” said Philip R. 
Lane, from Trinity College, Dublin. 
For some countries, the euro-dollar 
exchange rate clearly dominates 
the real euro exchange rates. Since 
EMU, large current-account defi cits 
and surpluses have persisted where 
before the market would have 
corrected them. He also underlined 

a problem for the Member States 
catching up: “High capital infl ows 
will increase GDP growth, therefore 
governments in those countries need 
to avoid pro-cyclical fi scal policies.”

Concluding the session, Jean Pisani-
Ferry, Director of BRUEGEL, sought 
to establish whether divergence is 
a problem: “Divergence between 
euro-area countries only becomes 
a problem if it risks jeopardising 
the proper functioning of EMU. 
Fundamentally, inferior performance 
is only a problem for national 
governments.” Pointing to the 
long cycles he suggested that, 
“The persistent divergence in real 
exchange rates between euro-
area countries is evidence of poor 
competitiveness and the slow pace 
of reform.” The euro area is behind 
much of the rest of the EU in terms 
of structural reforms, and fiscal 
policy cannot be the only factor to 
safeguard euro-area stability. So the 
Commission should be analysing a 
wide range of factors and warning 
countries of potential problems. ■

Speaking today

Mitja Gaspari 
The former Governor of the Slovenian National Bank, Mitja Gaspari 
played a leading role in the preparations for Slovenia’s entry into 
the euro area on 1 January 2007. He began his career as a research 
economist in the bank, later being appointed Head of Research and 
then Deputy Governor of the National Bank of Yugoslavia. There 
followed a period at the World Bank as a senior Financial Economist 
during 1991, before he was appointed Minister of Finance in the 
Republic of Slovenia – a post he held from 1992 to 2000. He served as 
a Member of Parliament in the National Assembly and was appointed 
Governor of the Bank of Slovenia in April 2001. Today, Mitja Gaspari 
will talk on ‘From EU accession to euro adoption’.

Plamen Vassilev Oresharski
Minister of Finance for the Bulgarian government since 2005, Plamen 
Oresharski has a long background in banking and fi nance in Bulgaria 
during the approach to EU accession. From 1993, he was Director 
of the State Treasury and Debt Directorate at the MoF. From 1995 
to 1999 he was on the Management Board of the Bulgarian stock 
exchange and, in 1996, of the State Savings Bank. He became Deputy 
Minister of Finance in 1997, responsible for preparing legislation 
for the currency board. Between 2003-2005, he was Vice-Rector of 
the University of National and World Economy, from where he fi rst 
graduated. He is a Professor in Finance Management, Investments 
and Investment Analysis and has written over 100 publications in 
this fi eld. Minister Plamen Oresharski will speak today on ‘Bulgaria 
after accession: the next steps forward’.

Sebastian Vlădescu
An economist and politician, Sebastian Vlădescu is Secretary of State 
in Romania’s Ministry of Economy and Finance. A graduate of the 
Academy of Economic Studies in Bucharest, he was State Secretary 
and Counsellor in the Ministry of Industry and Commerce in the Victor 
Ciorbea cabinet in 1997, and in the Ministry of Finance between 1998 
and 2000 during the premierships of Radu Vasile and Mugur Isărescu. 
A member of the National Liberal Party, he became Romania’s Minister 
of Public Finance in the fi rst Călin Popescu-Tăriceanu cabinet from 
August 2005 to April 2007. Secretary of State Sebastian Vlădescu will 
speak today on ‘Romania after accession: the next steps forward’.

Vítor Gaspar is Head of the Bureau of European Policy 
Advisors (BEPA), a DG that works directly with the 
Commission President and provides advice on a wide 
range of policy matters, in particular for the medium 
and long term. He was appointed in January 2007. 

Who’s who at the BEF  |  Vítor Gaspar 

All the president’s man

Vítor Gaspar began his career 
at the Universidade Nova de 
Lisboa, Portugal. Subsequently, 

he became Director of Economic 
Studies at the Portuguese Ministry of 
Finance and Personal Representative 
of the Finance Minister in the 
Intergovernmental Conference that 
eventually led to the Maastricht Treaty. 
After a term as Director of Research at 
the Banco de Portugal, he became the 
Director-General of Research at the 
European Central Bank in 1998.

Vítor Gaspar is the author of 
numerous articles and books in the 
fields of economic, finance and 
monetary policy. He will speak today 
on ‘Adjusting to the euro: contrasting 
responses in Portugal and Spain’. 
Here, he shares some thoughts on the 
important issues that will be at the 
forefront of tomorrow’s sessions: 

“The discussions yesterday on 
economic divergences within the 
euro area hold lessons for the 
catching-up economies which 
we will be discussing in today’s 
sessions. EU membership provides 
a very favourable environment 
for successful catching up. It is 
associated with the largest single 
market in the world, with liquid 
and sophisticated fi nancial markets 
and, more generally, presupposes, 
in each Member State, the respect 
for fundamental rights and freedoms 
and for the rule of law (inducing 
legal certainty).

Nevertheless, EU membership is 
not, in itself, suffi cient for fast and 
successful real convergence. First, 
stability-oriented domestic politics 
are essential for sustainable growth. 
EU membership and the prospect of 

participation in the euro area provide, 
at the same time, opportunities for 
fast growth and development, but 
also a very demanding context, 
requiring policy discipline. Second, 
a market-friendly orientation and, 
more generally, domestic policies 
facilitating economic transformation 
and change, are key to reaping 
the potential benefits opened by 
the European single market. Third, 
to the foregoing it is necessary to 
add a number of crucial intangibles 
like entrepreneur spirit and trust. 
Nevertheless, the process of 
transition to participation in the new 
area is fraught with diffi cult specifi c 
challenges, some of which we will 
hear about tomorrow...” ■

From the sessions

Fit for the future
The second session brought together high-level academic economists to give their 
views on convergence and divergences. It was kicked off by Commissioner Joaquín 
Almunia who set the stage with a forward-looking presentation.

Infl ation dispersion dropped in the 
run-up to EMU from around 5-6 percentage 
points at the beginning of the nineties 
to less than 2 percentage points in 1999. 
However, inflation differences among 
euro-area Member States have tended to 
persist. Six Member States – Greece, Spain, 
Ireland, Italy, Portugal and Slovenia – are 
found to be persistently above the average, 
while another three – Germany, France and 
Austria – are persistently below. Only four 
countries – Belgium, Luxembourg, Finland 
and the Netherlands – have recorded 
periods of both positive and negative 
differentials vis-à-vis the euro-area average 
over the period 1999-2006.

European Commission, Annual Report on the 
Euro Area 2007

Getting the facts right

Vítor Gaspar will speak today at Session III, part 2 of the BEF 
(10.50-12.30).

Range: distance between highest and lowest infl ation performance.

They will speak today at Session III, part 1 (9.20-10.20).
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From the sessions

There is a window of opportunity

However, the subsequent 
synchronisation of euro-
area economies has been 

remarkable, even though some 
stubborn growth differentials exist.

Minister Steinbrück referred to 
the successful structural reforms 
in Germany that have helped 
improve price competitiveness 
– mainly through moderate wage 

demands. German companies have 
also restructured and become more 
competitive, which is why fewer 
complaints about the dollar-euro 
exchange rate are voiced in Germany 
than in other EU countries, he 
explained. The times are favourable 
for other Member States to reform 
now, continued Steinbrück, but this 
window of opportunity may remain 
open for another year or so – but 
not longer.

He went on to highlight that 
integration and globalisation are 
viewed ambivalently by citizens 
– they fear wage dumping and 
other setbacks. It is up to us to 
ensure all citizens benefi t, otherwise 
protectionism will be on the rise 
– so we must avoid a crisis of 
legitimacy. Therefore, he proposed, 
in furthering the single market we 
should emphasise development and 
effi ciency.

Moving on to liberalisation, the 
Minister said that further market 
opening is necessary – but the 
condition is reciprocity: things must 
be fair. Otherwise we will lose our 
legitimacy with citizens, he warned. 
It is important to avoid a race to 
the bottom through competition 
on wages, taxes, social and 
environmental standards – a level 
playing fi eld is needed. 

Turning to euro-area enlargement, 
Minister Steinbrück emphasised the 
vital interest that both candidates 
and the euro-area members have in 
demonstrating the fulfi lment of the 
convergence criteria. If we begin to 
doubt and discuss individual criteria 
then the basis of the euro area could 
be called into question. However, 
the assessments completed by the 
Commission and the European 
Central Bank have proved their 
worth here and have the full support 
of the Member States, he declared. 
But the euro area is no closed shop 
– any Member State that meets the 
criteria can adopt the euro. 

Ernest-Antoine Seillière from 
BusinessEurope reported enterprises’ 

satisfaction with the euro and the 
opportunities it offers, not only 
within the single market but also in 
the wider world. He went on to point 
out that, unfortunately, governments 
tend to reform as a last resort – yet 
this is highly detrimental.

EMU has not disappointed
In his contribution, Greek Finance 
Minister Giorgios Alogoskoufis 
highlighted the common agreement 
that the basic architecture of EMU 
has been a success. “It has not 
disappointed – it has given us what 
we expected it would give,” he said. 
However, while there were initial 
problems in the early years, since 
then things have improved a lot 
– and now we have the challenge 
of meeting our medium-term 
objectives, he told the audience. 
Minister Alogoskoufi s pointed out 
that there are now indications that 
growth and fi scal consolidation can 
go together – which is a refl ection 
of the fl exibility of the SGP. However, 

he concluded, persistent infl ation 
differentials have not disappeared 
– which causes competitiveness 
problems in some countries.

MEP Mme Pervenche Berès, 
Chairwoman of the European 
Parliament ECON committee, told 
the audience that, in addition to 
price stability, the euro has always 
been about growth – and there is a 
mixed bag of results.

Reiner Hoffmann of the ETUC 
highlighted increased doubt in the 
trades union movements over the 
fair distribution of the fruits of EMU 
and the euro. While the ETUC has 
always been supportive, he said, 
this was because they expected fair 
distribution. This has not happened 
– while workers are aware of the 
need for labour market reform, 
the questions of how and how far, 
remain unanswered. Basically, the 
supply side has had it too easy, said 
Hoffmann, and the social dimension 
of EMU must be strengthened as a 
matter of urgency. ■

Quotes of the day
“Fiscal policy doesn’t really matter at EU 
level: at aggregate level, the Stability and 
Growth Pact doesn’t matter, but fi scal policy 
is the main stabilisation instrument at 
national level,” 

according to Christopher Allsopp of New College, Oxford.

“I hope to see a very stable and sound euro 
in the EU which will help the stability of the 
international monetary system,” 

said Wu Xiaoling, Deputy Governor, the People’s Bank of 
China.

Reiner Hoffmann is Deputy General Secretary of the European Trade Union Confederation (ETUC), which 
represents 81 trade union organisations in 36 European countries. He is also a Director of the European 
Trade Union Institute, which conducts research on socio-economic issues and industrial relations. Here 
he shares the ETUC view on the issues in today’s sessions.

Europe needs to be its own engine of growth. The European economy needs to be lifted once again on 
to a path of high and sustainable growth that is self-supporting in terms of being based on domestic 
demand, as was the case over the 1997-2000 period. At that time, Europe was growing at 3%, with 2% 
annual job growth and 6% annual investment growth reinforcing each other and sustaining a rapid 
expansion without generating infl ationary pressures from the domestic side. By contrast, the painfully 
slow recovery since 2003 has until only recently relied too much on export-led growth, and thus been 
vulnerable to shocks in the global economy and appreciation of the euro. 

The present European framework of macroeconomic policy is in need of solid 
reform. It is unbalanced and not up to the job of triggering and sustaining 
high growth cycles. Monetary policy moves quickly and vigorously to 
fi ght – real or supposed – infl ationary threats. The fi scal policy framework 
has been improved, but is still focused one-sidedly on defi cit reduction 
and, still pays too little attention to negative impacts on the business 
cycle. Both fail to set up and support a coordinated and timely policy 
response to restore economic confi dence when growth and jobs are 
in trouble.

The new Member States must be able to enter the monetary union 
without sacrifi cing public investment and social cohesion. It is vital that 

Europe builds the institutions of economic governance to improve 
the coordination of macroeconomic policies. A non-infl ationary 
job-creating cycle of high growth can only be triggered and 
sustained if the different actors (central banks in Europe, 
fi nance ministers, labour ministers and social partners) get the 
policy mix right. ■
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European business speaks

Opening the session on ‘Driving integration in EMU 
forward – policy challenges’, the German Minister of 
Finance, Peer Steinbrück recalled that Germans were 
initially sceptical about the introduction of the euro. 
They could see strong monetary union, but regarded 
weak political union as a potential problem. 

Ernest-Antoine Seillière is President of BUSINESSEUROPE – the 
Confederation of European Business. Since 2005, he has represented 
European enterprises at the highest level to EU governments and 
institutions. Ernest-Antoine Seillière started his career as a French 
diplomat, and is now a leading industrialist. On the occasion of the 
BEF, BUSINESSEUROPE released a report entitled “Fit with the euro”, 
presenting a business perspective on ways to improve the economic 
governance in EMU. A participant on the fi rst day of the high-level 
panel on ‘Driving integration in EMU forward’, here Ernest-Antoine 
Seillière shares BUSINESSEUROPE’s view on today’s sessions:

“The business community is adamant about monetary union and 
measures its successes. But there are still important obstacles to fully 
exploiting the benefi ts of the euro, which are 
refl ected in a modest growth potential of 
the euro-area economy and in growing 
competitiveness imbalances across 
countries. These obstacles refl ect a 
tendency for governments to reform, 
as a last resort, an incomplete internal 
market and weak coordination 
instruments at euro-area level. My 
message at today’s conference is that 
a mindset change is needed to bring 
euro-area governance forward. The 
key objectives are to make the best use 
of the recovery to reform, to build up a 
sense of collective responsibility 
and improve the cohesion 
of monetary union without 
creating divisiveness with other 
EU Member States.”  ■

Trade unions respond
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