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AN UNPRECEDENTED
ENTERPRISE

Two partially contradictory interpretations confront one
another in assessing an unprecedented enterprise like European unifica-
tion. The first underlines the Union's incompleteness, and the vulnerabil-
ities that this implies. The second originates in the prophecy of Monnet’,
according to which European unity will be a product of the accumulated
responses to its recurrent crises. Padoa-Schioppa? elaborates on this
concept, observing that the European Community, as it was called be-
fore becoming a Union, is “dynamic ... in a constant state of imbalance
and at times displays contradictions”.

The first interpretation is correct to the point of being trite: we clearly do
not have the United States of Europe and perhaps never will, but it is also
evident that the unification of 27 countries, that for much of their history
have been at war with one another, is necessarily a very long and risky
process. The second interpretation, while recognizing the Union's incom-
pleteness, offers a different perspective: has there been sufficient pro-
gress, particularly in terms of crisis response, towards greater integration?
The last four decades of European history provide useful material for
deciding which of the two interpretations more accurately describes the
reality, while recognizing that both are partially valid.

This essay is not structured chronologically, but rather illustrates the al-
ternation of crises with events of resilience and development that have
characterized the European Union, focusing on the last four decades
and on the opportunities that progressive unification has offered Euro-
peans. Lastly, it provides reasons to nurture hope for the future, but un-
derlines the need for determined action to ensure the enterprise’'s con-
tinued success.

According to Monnet, Europedn unity
will be a product of the accumulated
responses toits recurrent crises.
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THE PRESSURE

OF CRISES The reference to crises is ubiquitous in essays on Euro-

pean history. Inthe book he co-wrote® Luecht mentions the term “crisis”,
in the singular or the plural, 259 times in 417 pages: more than once every
two pages. The term “stability” is the most frequent of those in opposition
to the concept of crisis, but it appears only 67 times. Analogously, “crisis”
recurs 79 times in the 46 pages of the article by Dorrucci and his co-au-
thors*, or nearly twice a page. In 2614 the European Central Bank (ECB)
even published the proceedings of a conference in a book entitled Pro-
gress through Crisis?®,in which Monnet's prophecy is attenuated only by
a question mark. Schramm adds an observation - though it's difficult to
say whether to attribute it to Europeans’ pessimism or objective factors -
which should be borne in mind while considering this essay’s conclusions:
“Tt appears that the newest EU crisis is always its most important and
difficult one™.

Restricting the list to the last four decades, Figure 1 recalls twelve epi-
sodes that, in a broad sense, can be identified as crises: more than one

F1GURE 1. TIMELINE OF EUROPEAN CRISES
|

Devaluation between June and

October 1992 vis-a-vis the mark:
Ttalianlira -13.31%
British pound -15.38%

For the first time the Commission
doesn't finish its term of office

Financial Scandal
in the European Commission

Denmark’s Rejection

of the Treaty of Maastricht

France and the Netherlands
Reject the European Constitution

War in the Former Yugoslavia

132,666 deathsin the war's various phases

rises from 19% to 24%

Global Financial Crisis

Between 2668 and 2669,
Europe's GDP falls by 5%,
the US. GDP by 2%

every four years. And the list excludes crises that are more global than
strictly European, such as the persistent problem of the fight against
global warming, the stock market crash of 1987, and the rise in oil prices in
1996-1991 following the Gulf War.

Suffice it to observe the figure to realize that the crises have been very
different: somme more intense, others less so; some generated outside the
Union, others arising within it; some of an economic nature, others politi-
cal. The term “crisis” in fact, defined by the Treccani Dictionary as a “more
or less transitory situation of turmoil or discomfort in the life of an individ-
ual or society”, cannot be applied to German reunification, which was an
exceptional but positive event. And the migrant problem is certainly not
transitory. But the fact remains that the twelve events examined here
have represented genuine challenges for the EU, so much as to raise
fears and doubts over its very survival on more than one occasion.

A brief description of the various crises in the pages to follow demon-
strates that history has tested Monnet's prophecy quite severely indeed.

Spread between Bund
and nationalbonds
bp [basis points]

year 2018 2012

Ttaly 96 521

Portugal 137 1463 Price of gas 16 times higher,
Ireland 144 546 The EU's populationfalls  inflationrises from 19 % to 18.6%
Greece 343 3253 by 14.7%,its GDP by 174%  between 86/2621and 87/2622
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Covid-19 Pandemic

Nearly 4 millionimmigrants in Europe in 2615, 1126488 deaths between 2626 and 2623,

almost half of themillegal; 3 millionin 2616, equal to 8.2% of the European population

almost one-sixth of themillegal



The prolonged dispute over

the UK Rebate is an extreme case of
arecurring problem: the temptation

of the “fair return”, or the balancing of the
resources that a country gives and those
it receives from the Union, as if the EU
were a zero-sum enterprise that provides
no benefits of a non-financial nature.

mm 1984 | THE QUEsTION oF THE “Uk REBATE”

Starting in the mid-1976s, shortly after the United Kingdom joined the Eu-
ropean Community, British prime ministers began asking for a “rebate” for
their contribution to the Community’s budget. And Prime Minister Marga-
ret Thatcher, electedin 1979, demanded the “rebate” inincreasingly harsh
tones: “T want my money back” became her battle cry. The matter was
only resolved in 1984 at the Fontainebleau Summit, where it was agreed
that the British contribution to the Community’s budget would be perma-
nently reduced by roughly one-third”.

The prolonged dispute over the UK Rebate is an extreme case of arecur-
ring problem: the temptation of the “fair return’, or the balancing of the
resources that a country gives and those it receives from the Union, as if
the EU were a zero-sum enterprise that provides no benefits of a non-fi-
nancial nature.

mm 1996 | GERMAN REUNIFICATION

As mentioned above, the term “crisis” is not appropriate to German re-
unification, which was a positive event for Germany and, overall, for the
entire Union. Yet it did represent a challenge both politically and eco-
nomically. Some countries, particularly Thatcher's United Kingdom,
displayed hostility and apprehension in the face of German unification,
fearing Germany’s increased influence as it reinforced its role as the
Union's most populous country. Moreover, the economic impact of this
reunification soon became clear, in Germany and throughout Europe®.
In 1991 western Germany transferred an amount equal to 4.5% of its
GDP toward the eastern part of the country™® and the Bundesbank
clamped down on its monetary policy, raising the discount rate by al-
most three percentage points, from 6% to 875%, between early 1991
and summer 1992"

But the fiscal expansion and monetary restrictions, which were neces-
sary in Germany, damaged the other countries participating in the Eu-
ropean Monetary System (EMS), the agreement used to stabilize ex-
change rates between European currencies. Moreover, Ttaly and the
United Kingdom had accumulated competitivity losses that were diffi-
cult to remedy without devaluing the exchange rate. The potential in-
consistency between a national leadership like that of Germany, nation-
al policies insufficiently aimed at stability in other countries, and a shared
enterprise like the EMS became evident, and it showed the necessity
to give European monetary policy a shared institutional foundation.
The idea of a single currency for Europe guided by the European Cen-
tral Bank, which the Delors Report had presented the year before, thus
found further corroboration.




mm 1992 | DENMARK’S REJIECTION OF THE TREATY OF MIAASTRICHT

After it was signed in 1992, the Treaty of Maastricht was submitted for
ratification by referendum in certain countries, including Denmark and
France. The Danes rejected the treaty, while the French consultation
was only victorious by a slim margin. Trust in the stability of exchange
rates collapsed and “the process of monetary unification was forced to
endure a storm whose violence risked compromising it"*. In the ensuing
currency crisis, Ttaly and the United Kingdom had to suspend their par-
ticipation in the European Monetary System, the Portuguese escudo,
Spanish peseta and Irish pound were devalued on multiple occasions
and when, in August 1993, the crisis hit the French franc, the limits with-
in which exchange, rates had to be maintained to respect the European
Monetary System were extended from 2.25% to 15%.

Paradoxically, while the agreement that was supposed to lead to the sin-
gle European currency had been prepared, exchange relations between
European currencies became more unstable.

Only with a second referendum, after obtaining several exemptions, did
Denmark ratify the Treaty of Maastricht. The serious financial repercus-
sions of the initial failure to approve the document highlighted the diffi-
culties, recurrent in Europe, in making political developments consistent
with those of the market. Political time is much slower than market time,
and tensions, sometimes of a serious nature, can arise between the two
processes.

mm 1991-26063 | WAR IN THE FORMER YUGOSLAVIA

The Treaty of Maastricht is principally remmembered, and rightly so, for
having created the legal and institutional foundations for the European
Monetary Union. Its ambition, however, went beyond the creation of a
single currency. At a symbolic level, it redefined the European construc-
tion as a “Union”, rather than as an Economic Community, and estab-
lished the legal principle of European citizenship. It also extended Eu-
ropean citizens’ voting rights to the entire Union. Finally, it extended the
Union's responsibility to two new “pillars” beyond the economic sphere:
Common Foreign and Security Policy, and Justice and Home Affairs.
But the goal of a shared foreign and security policy clashed violently
with the inability to formulate a coherent policy concerning the war that
broke out in the former Yugoslavia in 1991, a year before the treaty was
signed. Thus the EU’s role was marginal compared to that of NATO and,
consequently, the United States. The European Union suffered from an
imbalance between its ambition and the tools required to achieve it. In
the years to come, awareness of these limits pushed the Union to at-
tempt to overcome them.

mm 1999 | FINANCIAL ScANDAL IN THE EUROPEAN COMMISSION

A crisis with no external cause engulfed the European Commission in
1999, just asit was beginning areform to adapt its administration to man-
age the new responsibilities that the Single European Act had attributed
to it in 1986. Beyond the goal of a Single European Market, scheduled to
be completed in 1992, the Single European Act had given new powers
to the European Parliament and increased the policy areas in which the
Council could adopt legislation with a majority vote rather than unanim-
ity. But a financial scandal hit the reform process: a Commission official

The Treaty of Maastricht extended
the Union’s responsibility to two new
“pillars” beyond the economic sphere:
Common Foreigh and Security Policy,
and Justice and Home Affairs.

supplied the European Parliament with documents proving corruption
on the part of Commissioner Edith Cresson (the illegitimate hiring of
an advisor without the necessary qualifications). In March of 1999, the
European Parliament forced the entire Commission to resign. Commis-
sioner Cresson was later found guilty by the European Communities
Court of Justice. The crisis demonstrated that the European public sec-
tor needed to be protected against corruption as well.



mm 20065 | FRANCE AND THE NETHERLANDS REJECT THE EUROPEAN CONSTITUTION
From the beginning, the treaties at the foundation of the construction
of the European Union have been a hybrid between a genuine interna-
tional treaty and a constitution. After the approval of the Treaty of Nice
in 26063, an effort was made to overcome this ambiguity and draft a for-
mal EU constitution.

The task was entrusted to the Convention on the Future of Europe,
composed of 165 members - representatives of the governments and
parliaments of member states and of the European Parliament and
Commission - and presided over by Valéry Giscard d’Estaing, former
President of France. In luly 2663 the Convention published a “Draft
Treaty Establishing a Constitution for Europe”.

The draft, approved by European leaders in June 2664, was supposed
to replace all existing treaties, further reduce policy areas requiring una-
nimity in the Council of Ministers, and introduce the figure of a President
of the European Council and Minister of Foreign Affairs. Eleven coun-
tries approved the draft constitution (some, including Spain and Lux-
embourg, through a referendum), but ratification was interrupted by the
failed referendums in France and the Netherlands in spring 2665.

The resulting crisis was profound and only in 2667 was it decided to
abandon the idea of a constitution and prepare a new treaty, which
took the name of the Treaty of Lisbon, signed in 2667. Several symbol-
ic changes proposed in the draft constitution were abandoned and the
title of Minister of Foreign Affairs was scaled back to the more bureau-
cratic “EU High Representative for Foreign Affairs and Security Policy”.
But most of the important content in the constitutional program was
preserved. Ratification met with further difficulty in the failure of the first
Trish referendum. But, after several clarifications, a new consultation rat-
ified the Treaty of Lisbon there as well, and it went into effect in 2669.
Rejection of the constitution was indicative of a recurrent weakness in
the construction of European unity: aninsufficient engagement with the
population. Participation has increased significantly, particularly in the
last quarter of a century and concurrent with the introduction of the euro,
yet it continues to lag with respect to the importance of the changes en-
gendered by European unification™.

mm 2008-2009 | GLoBaL FinaNcIAL CRISIS

Beginning in August 2667 and increasing in intensity after the bankrupt-
cy of the investment bank Lehman Brothers in September 2668, the
most serious financial crisis since the Great Depression of 1929 hit the
United States, Europe, Japan and other advanced countries. From a tiny
sector of the US financial system, the “subprime” mortgage market, the
crisis expanded to become global in scope. Stocks in the US, Europe and
Japan lost roughly half of their value, banks registered huge losses which
made them extremely reluctant to grant loans, and the money market
practically ceased to function.

The GDP suffered a 3.9% contraction in the United States™, the most sig-
nificant loss since the end of World War IT;in the EU the loss was even
greater, around 6%, and international trade fell by 18%"®. In a moment
of economic difficulty, enormous sums were necessary to recapitalize
banks, and electors struggled to understand the logic of rescuing them
while ordinary people were treading water and, in the US, were losing their
homes. Citizens' trust in the economic system and the public authorities
suffered in consequence.

In July 20063 the Conventionon the
Future of Europe - composed of

165 members, representatives

of the governments and parliaments

of member states and of the European
Parliament and Commission - published
a “Draft Treaty Establishing

a Constitution for Europe”.



mm 2010 | SovereigN DesT Cr1sIS

In the EU, the “subprime” crisis was transformed almost immediately
into the sovereign debt crisis™. In this case as well, the spark that caused
the fire was disproportionately small compared to the crisis's eventual
magnitude. Greece only represented about 2% of the eurozone's ag-
gregate product; but when, in October 2669, its new prime minister re-
vedaled that his country’s fiscal deficit was more than double (13%) the
previously stated amount and then requested international aid for his
economy the following April, the entire eurozone plunged into a crisis
that would only be resolved with the end of aid programs to Ireland, Por-
tugal and Spainin 2613-2614, Cyprus in 2616, and Greece in 2618.

Even after the crisis, the European Union remained divided between
the centre, dominated by Germany, and the periphery, particularly the
southern portion of the continent.

Two salient developments occurred during the crisis, one caused by the
market, the other by the public authorities - national governments and
the European Central Bank. The market gradually restricted the pe-
ripheral countries’ access to credit, first Greece and then Ireland, Por-
tugal, Spain and Ttaly, leading them to the verge of bankruptcy and, in
Greece's case, beyond. Governments and the ECB reacted by funding
the peripheral countries and their banks, no longer able to look to the
market, with progressively larger, cheaper loans.

The crisis also made possible, indeed, suddenly obvious, something that
had seemed impossible: the need to turn bank supervisioninto an EU-lev-
el responsibility, rendering it more effective, partly by freeing it of the “bank-
ing nationalism” that had conditioned national authorities™”. A constant
negative for the entire duration of the crisis was the difference in the speed
of intervention between the markets and public authorities, something
which, as mentioned, had already manifested itself after the 1992 crisis.
The markets reacted to events in real time, while the authorities naturally
had to respect complex procedures legitimizing their actions.

It was no coincidence that the ECB, a public authority but also amarket
operator, was able to react faster than national governments, and Mario
Draghi's decisive stance in July of 2612, committing the ECB to doing
“whatever it takes”, was crucial for working towards a solution. Due to
the sovereign debt crisis, citizens'’ trust, already shaken by the financial
crisis, was deadlt yet another blow. As Pisani-Ferry put it, “European citi-
zens have lost trust in their leaders, trust in the experts and trust in their
neighbours™®,

mm 2014-2016 | M1GrRANT CRISIS

Establishing a precise date for the migrant crisis is no easy task, foritis a
long-term problem, and far from being resolved. In this case as well, the
classic definition of “crisis” conceived as a transitory phenomenon, is not
fully appropriate. But three factors make the migrant issue perhaps the
most difficult challenge of them all to manage. First: fromm an econom-
ic and, perhaps, a social standpoint, Europe’s progressive aging makes
significant immigration indispensable; the closeness of Africa, the only
continent with positive demographic growth, and the Middle East, shak-
en by continual upheavals, makes it possible, indeed, inevitable. Second:
immigration arouses concernin many European citizens, concern as un-

The sovereign debt crisis made possible,
indeed, suddenly obvious, something that
had seemed impossible:

the need to turn bank supervisioninto an
EU-level responsibility, rendering it more
effective, partly by freeing it

of the “banking nationalism” that
conditioned national authorities.

justified as it is strongly felt. And third: moral considerations rightly limit
the tools that might be used to contain or at least manage it.



Several statistics convey the scope of the migrant phenomenon and, inti-
mately connected to it, the demographic question. An analysis of the pe-
riod between 2623 and 2656 predicts that the European population will
undergo a natural decline of three per thousand, a million less people per
vear, a loss that will not be fully offset by a net immigration gain of 2.6%
and will be unable to prevent the population’s aging. In 2661, there were
almost four people of working age supporting each person of 65 years or
older; in 26586, it is predicted that there will be fewer than two people of
working age for every senior citizen2®. In 2623 nearly 456 million people
lived in the EU, 6% of whom were “non-citizens” and 9% of whom were
born outside its borders. In 2615, the peak year, nearly 4 million people im-
migrated to the EU, almost half of them illegally.

mm 2016 | BREXIT

Luecht defined the United Kingdom's relationship with European inte-
gration as “historically difficult and volatile”. But “difficult and volatile” does
not mean that its conclusion would necessarily be leaving the EU. Inits
nearly half-century participation in the enterprise, the United Kingdom
made important contributions to the EU's development, particularly inits
strong support for the creation of the Single Market and for the Union's
expansion, especidlly to the countries of central and eastern Europe.
Moreover, thanks to its armed forces, its diplomatic capabilities and its
permanent seat on the UN Security Council, it contributed to the difficult

- and incomplete - endeavour of making the EU an influential geopo-
litical actor. Lastly, the 52% who voted in favour of leaving in the 2616
referendum is more indicative of a country divided in half than one deter-
mined to break ties with its large neighbour.

Opinion polls in subsequent years indicate a reconsideration of the
choice made in the 2616 referendum. Brexit has clearly been nega-
tive, both for the United Kingdom and the EU. Numerous analyses
have shown the persistent economic damage from the obstacles it

has created for the United Kingdom in the exchange of goods, people
and services. The EU's far larger size has reduced the economic conse-
guences of the United Kingdom's exit for the Union, but losing such an
important country has certainly been harmful. Yet Brexit has also had
positive consequences. Above all, it has shown that participation in the
EU is based on a continued desire to be a part of the enterprise, and is

the creation of the Single Market and for the not animposition: every country is free to leave if it wishes. Article 72 of
Union’s expansion to include countries from the 1977 Soviet Constitution permitted, at least in theory, the individual
central and eastern Europe. republics to secede.

Inits nearly half-century participation

in the enterprise, the United Kingdom
made important contributions to the EU’s
development, particularly inits support for



The European Union must find

new sources of energy, in part tocombat
climate change,implement the green
transition, and reorient its economic

mm 2022 | WaAR 1IN UKRAINE
Inearly 2622, another shock hit the European Union: Russia attacked
Ukraine. Due to the significant increase in the price of energy, inflation,

model toward investments
rather than exports.

Butin practice secession wasimpossible. The European Unionrecogniz-
es the right of every nation to leave, and the United Kingdom exercised
this right. In addition, if the United Kingdom had not left the EU, it would
have beenimpossible to approve Next Generation EU, which marked an
important step in the construction of a more integrated Europe.

mm 202060 | Covip-19 PaNDEMIC

The relative economic calm that prevailed in 2618-19 was thrown into
disarray in early 26206 by the Covid-19 pandemic. Beyond the dramat-
ic public health and social consequences - over 186,666 people died
from the disease in Ttaly alone, and over 1126,86608 in Europe? - the pan-
demic seriously impacted the European economy: in a single trimester
in 2626, real income fell by roughly 14% in the eurozone and by almost
26% in Ttaly??, and only massive state subsidies prevented a propor-
tionate increase in unemployment.

Public finance mitigated the pandemic’s economic consequences, but
at a heavy cost: the national debt-to-GDP ratio rose from 133.8% to
154.3% (+15.4%) in Ttaly, and from 77.2% to 89.5% (+15.6%) in the Euro-
pean Union2s,

The ECB responded to the recession by intensifying monetary expan-
sion through “quantitative easing”, with the purchase of huge amounts
of state and private bonds?:, but only in 2622 did production levels once
again approach those of 2619, both in Ttaly and in the eurozone. The
discovery, mass production and rapid distribution of a vaccine against
Covid-19, thanks in part to the European Commission’s interventions,
paved the way for areturn to economic and social normalcy. The afore-
mentioned Next Generation EU recovery package represents an im-
portant turning point, with broad recourse to the market to fund com-
mon initiatives.

which was already higher than desired - 5% at the end of 2621 - spiked
as high as 18.6%2°. The European Central Bank, like the central banks
in other advanced countries, reacted, albeit in delayed fashion, with a
monetary clampdown unprecedented in its history, increasing interest
rates by 4.5 percentage points in little more than a year?®. This restric-
tive policy, which began to loosen in June of 2624, managed to bring in-
flation back toward the goal of 2% without causing excessive harm to
economic growth.

Beyond the conflict’s tragic human cost, the long-term geopolitical re-
percussions have profoundly changed the European balance of power.
Until the invasion of Ukraine, the European Union could count on com-
mercial agreements with Russia that guaranteed abundant energy at
affordable prices. China seemed to be a market with limitless potential
for European exports. But the Russian attack altered these favourable
conditions, and Russia went fromm commercial partner to aggressor.
China is now more of a competitor than a market. Moreover, the Unit-
ed States, under the current administration, seems to have lost interest
in Europe or even become hostile to it, and US military protection has
become uncertain, while hostility toward China is growing. As a conse-
guence of these changes, the European Union must assume greater
responsibility for its own defence, increase its role in providing economic
and military aid to Ukraine against Russian aggression, find new ener-
gy sources, partly to combat global warming and implement the green
transition, and reorient its economic model toward investments rather
than exports, as strongly encouraged in the reports by Mario Draghi and
Enrico Letta.



But the crisis generated by the invasion of Ukraine has met with a Eu-
ropean Union different than the one that failed in the case of the Balkan
conflict. Europe’s aid to Ukraine has been comparable to that of the Unit-
ed States: total aid promised by the EU has been greater than 266 billion,
the total allocated greater than 166 billion; numbers for the United States
have been roughly 166 and 116 billion respectively?’. Yet this significant fi-
nancial commitment has not turned into a corresponding political weight
and ability to influence developments in Ukraine, despite their taking
place on the EU's borders.

What conclusion can be drawn from this tremmendous series of events
vis-a-vis the two interpretations presented at the beginning of this sec-
tion? After crossing paths with so many potentially fatal crises, will one
come along that brings an end to the project? Or does having withstood
all of them mean that the structure is actually quite robust? There is no
definitive answer to this question, but the next section provides a few rea-
sons for hope.

A NEW PHASE

OF GROWTH Here is how Europe has demonstrated resilience and

development despite its numerous crises, or perhaps because of them.

mm A More MaTure UNION

Figure 2 (on the following page) shows the performance between 1958
and 2618 of the EURII (European Regional Integration Index), calcu-
lated on a monthly basis to measure Europe’s institutional integration.
The period 1985-2618 (final year in which the index was calculated), on
which our analysis focuses, is shaded, while the vertical bars indicate the
crises described in the previous section.

Dorrucci and his co-authors calculated the index on the basis of a de-
tailed examination of the institutional innovations achieved in Europe,
scrupulously verifying their actual application, attributing them a numer-
ical value, and cumulating their variations over time. The most important
progress is made when a new treaty is approved. The fact that five trea-
ty revisions - the Single European Act, Maastricht, Amsterdam, Nice and
Lisbon -have taken place in the last 46 years is a sign of progress.

But the authors examine the institutional history of Europe with a nar-
row-tooth comb and identify many more occurrences of institutional
development, including those originating in sentences of the European
Court of lustice. The attribution of numerical values to the various events
is naturally subjective, but in reading their analysis one realizes that the
authors have interpreted the institutional history of Europe as objectively
as possible, even recognizing cases of limited progress, like the forgotten
Cardiff Process?® decided by the European Council in 1988, or its steps
backward, like the 2665 weakening of the Stability and Growth Pact.

The fact that five treaty revisions
-the Single European Act, Maastricht,
Amsterdam, Nice and Lisbon -

have taken place in the last 40 years

is a sign of progress.

35



F1cURE 2. EUROPEAN REGIONAL INTEGRATION INDEX As mentioned above, the index is only updated to 2618, so subsequent
innovations are not taken into account. It does not cover the creation
of the European Stability Mechanism (ESM) in 2812, the largest interna-

tional financial body in the world in terms of market-raised capital.
COMMON MARKET ERA

Another significant development in the EU’'s maturation has been the
aforementioned Next Generation EU program, which for the first time

in the Union’s history has borrowed important sums on the capital mar-

ket (€648 billion) to distribute to member countries on the basis of their
needs, particularly those linked to the pandemic (€291 billion in loans,
€357 billion in subsidies®®).

Beyond financial assistance, the program’'s most important component

is the connection between the funds and the reforms that countries
must commit to implementing. Ttaly, recipient of the greatest amount
of funds, can exploit the opportunity of these reforms to emerge from a 37
25-year period of economic stagnation.

More limited is the institutional progress generated by the latest incar-
nation of the Stability and Growth Pact, approved in 2624: more than

an effective approach to guiding the EU’s fiscal policies, it seems one
more attempt to set mechanical rules whose rigidity futilely attempts to
overcome the lack of trust between member states. Moreover, the sin-

gle currency would require shared debt that cannot be created due to

the fiscally imprudent conduct of several countries, including Ttaly, and

the anxiety of others, like Germany, who fear losing control of their own
resources.

0000

INDEX - MAXIMUM

LEVEL

©.0.0.0 0600

The light-grey area indicates the period before 1984, while the dark-grey bars indicate the crises
Europe has faced in the last 48 years. Source: Dorrucci et al. (2615); updated data obtained by the
authors on request.

Aswe canseeinthe graphic, despite a few smallreductions, the index has
clearly tended to increase, going from a value of just over 36% in 1985 to
almost 86% in 2618, the most recent update. There is stillmuch to do: the . .
L . . " . Beyond financial assistance, the most
contribution attributed to democratic legitimacy and oversight has been important component of the Next

dia?®, but a great deal has been accomplished, including the free-trade between the funding and the reforms that
area, commercial union, the single market, and monetary union. countries must commit toimplementing.



mm REesTLTENCE AND GROWTH

Another important demonstration of resilience and growth lies in the
growth of the European Union's population, which has increased by more
than 65% since 1984, going from 272 to 449 million, surpassing the Unit-
ed States and below only China and India. The population of the euro-
zone itself has increased since 1999, year of the euro’s introduction, from
293 to 352 million people. And if we include the population of the candi-
datesto enter the EU (Montenegro, North Macedonia, Serbia, Ukraine, Al-
bania, Bosnia-Herzegovina, Georgia, Moldova, excluding Turkey whose
entrance is de facto suspended), the lure of the European Union is con-
firmed with respect to neighbouring countries: the total including candi-
date countries increases significantly, from 3264 to 567.5 million people.
This growth has been due to the population’s natural increase as well as
to the repeated expansions that have increased the EU's member states
from ten to twenty-seven between 1985 and today.

Even growth in real income in the three groups of countries since the
euro’s introduction in 1999 is a sign of vitality. Real income in eurozone
countries has grown by more than one-third, from roughly €8 trillion to
€11 trillion, in the EU as a whole from almost €16 trillion to €13 trillion, and
in the EU including candidate countries from €12 trillion to over €13 tril-
lion. In terms of both population and income, the European Union oc-
cupies a preeminent global position: third in population after India and
Chinag, second inincome after the United States.

mm GRADUAL EXPANSTON OF THE RESPONSIBILITIES

oF THE EurRoPEAN UNION AND PARLIAMENT

Table Tillustrates two important developments in the Union's political and
institutional structure due to the five treaties approved in the last forty
yvears: the expansion of the EU's responsibilities, which has gone well be-
yond the economic sphere; and the greater decision-making role of the
European Parliament thanks to the co-decision procedure, according
to which both the European Council and the European Parliament - the
democratic forum for the entire EU - must approve European legislation.

TABLE 1. EXPANSTION OF THE RESPONSIBILITIES OF THE EUROPEAN UNION AND EUROPEAN PARLIAMENT IN THE TREATIES

Single
European Act
1986

Treaty
of Maastricht
1992

Responsibility in the internal market,
research cooperation, technological
development and economic cohesion

Responsibility extended to foreign policy,
common security, justice, internal affairs
and education

Introduces the cooperation procedure.
Focus on forms of economic authority

Institutes co-decision procedure
between Council and Parliament.
Focus on the environment, consumer
protection, education and culture

Treaty Responsibility in the field of employment, Extends co-decision procedure to:
of Amsterdam non-discrimination, environmental employment, social policy,
1997 protection and public health transportation and public health
Treaty Strengthening of institutions Extends co-decision procedure to:
H of Nice in view of expansion, industrial policy, economic
. In terms Of bOth pOpUIGt!On 2661 and responsibility extended and social cohesion
and income, the European Union to the Charter of Fundamental Rights
occupies a preeminent global position:
third in population after India and Chinaq,
I H Treaty Responsibility extended to energy, Co-decision becomes “ordinary legislative
second Inincome after the Unlted Stutes. of Lisbon tourism, civil protection, procedure”. New legislative areas include:
2667 and judicial and police cooperation agriculture, fishing, energy, immigration

and structural funds



Beyondtheincreased responsibilities conferred by the treaties, in 1993 the

European Union defined the “Copenhagen criteria’, establishing the char-

acteristics necessary for a country to become a member of the Union:

« ademocratic system of government,

- respect for humanrights,
a functioning market economy capable of sustaining the competitive
pressure prevalent in the Union, and

« acceptance of the obligations implicit in participating in the Union, in-
cluding the goals of political, economic and monetary union.

The EU has also begun developing its own strategies in fields tradition-
ally reserved for individual member states, such as public health and
defence.

With regard to the former, the most important development took place
with the onset of the Covid-19 pandemic, when the European Commis-
sion centralized the purchase and distribution of vaccines.

As far as defence is concerned, change has been stimulated primarily
by the need to help Ukraine defend itself against Russian aggression, as
mentioned earlier. But the uncertainty that has shaken the EU's alliance
with the United States is forcing Europe to rethink its defence strategy, a
strategy which to date remains incomplete. The “Strategic Compass’,
approved in March 2622, aims to reinforce Europe’s ability to defend it-
self, even independently of the United States, while maintaining NATO’s
centrality. The work of the European Defence Agency, which favours a
joint adjudication of defence matters, has become more critical.

Finally, Parliament's control over the approval of the Commission af-
ter European elections has increased, due in part to the innovation of
the Spitzenkandidat, according to which the party receiving the most
votes in European elections has the right to nominate the president of
the Commission.

mm From UNANIMITY TO A MAJORITY VOTE

The unanimity requirement in the decisions of the EU's member coun-
tries entails two negative consequences, one from the standpoint of
democracy, one from that of practicality. In democratic terms, it isn't
justifiable for a single country to be able to block a decision of all the
others - for example, that the half-million citizens of Malta can prevail
over the will of 456 million other Europeans. Practically speaking, on
the other hand, reaching unanimous decisions is quite difficult among
27 member states, causing delays and inefficiency. Soitis positive from
both standpoints that for 14 of the 18 areas (listed in Table 2) there has
been a shift, between 1987 (Single European Act) and the 26609 Treaty

The retention of the need for unanimity,

in fiscal matters for example, remains

an obstacle to developing common policies, but
the reduction of the areas requiring unanimity
(now only 4 out of 18) is a clear step forward.

of Lisbon, from the requirement of unanimity to a majority vote. The re-
tention of the need for unanimity, in fiscal matters for example, remains
an obstacle to developing common policies, but the reduction of the ar-
edas requiring unanimity is a clear step forward.



GREATER OPPORTUNITIES

AND SPACES OF FREEDOM This section documents how Europeans’ opportunities Figure 3. INCREASED AREA FOR PAssPORT-FREE TRAVEL AND VOTING
and their spaces of freedom have expanded in the last forty years.

mm FrReeDOM TO TRAVEL

Prior to the approval of the Schengen Agreement, which took effect in
1995, the citizens of Europe could travel freely within their own coun-
tries, but needed an identity document, generally a passport, to cross
national borders. With the Schengen Agreement - which initially in-
cluded Belgium, France, Holland, Germany and Luxembourg and was
then gradually extended to all countries in the EU, with the exception
of Ireland and Cyprus, but also to Norway, Iceland, Switzerland and
several European micro-states - the territory in which Europeans can
travel without border inspections has greatly expanded. For a citizen
of France, the largest of the signatory nations, the area in which its cit-
izens can travel without bureaucratic formalities has increased from
642,856 to 4,763,037 square kilometres (7.5 times larger). For the other,
smaller European countries, the ability to travel unhindered has grown
even more.

Note: the area is calculated as the maximum territory where one can exercise the abovemen-
tioned rights. The initial value corresponds to the surface area of France, the largest European
country, then proceeds to include the total surface area of the Schengen Zone and of the signa-
tory countries of the Treaty of Maastricht. Surface area data from EUROSTAT - Area by NUTS
3region [reg_aread].

The vertical bars mark the crises described in section 1.

Freedom to travel has also grown through the introduction of the euro.
Until 1999, crossing borders within the euro area meant having to ex-

. s change one’s own currency for that of another country. Subsequently,
crossing borders within the euro area q N allv af 2ee2y th the introducti £ th Y b ?( Y
meant having to exchange one’s own _ and especially after with the introduction of the new banknotes,
currency for that of another country. ' the euro has become both a national and a European currency, and the

After that date, the euro became both population that uses it has grown from 366 to 356 miillion people. Only
a national and a European currency. the Chinese yuan and the Indian rupee have more national users.

Freedom to travel has also grown thanks
to the introduction of the euro. Until 1999,




mm ExTENSTION OF VOTING RIGHTS

Until 1992, inhabitants of the EU could only vote in their own country.
The Treaty of Maastricht extended their voting rights, in European elec-
tions and in national ones of a local nature, to cover the entire territory
of the Union. The fundamental democratic right of choosing one's own
government through elections was thus greatly extended. As we can
see in Figure 3 (on the previous page), French citizens, for example, saw
the area in which they can exercise their right to vote extended to the
entire EU, growing nearly as much as the zone in which they can travel
without a passport.

mm CHEAPER TRAVEL AND COMMUNICATION

Freedom to travel in the EU without bureaucratic limitations received
a new, practical impulse thanks to the liberalization of air travel, imple-
mented between 1983 and 1997 by EU directives and important sen-
tences of the European Court of lustice, allowing for the development
of low-cost companies and a reduction of roughly one-fifth (in real
terms) in the cost of flights between 1993 and 19993,

Money travels more cheaply in Europe too: 2662 witnessed the estab-
lishment of the SEPA (Single Euro Payments Area), eliminating differ-
ences in cost and speed between domestic payments and those from
one participating country to another, facilitating payments between dif-
ferent nations. Other innovations were implemented in 2668, 2614 and
20615. Instant bank transfers to allmember countries were introducedin
2617, and in 2619 commissions on payments were further reduced, fa-
vouring competition and transparency for banks, as well as promoting
parity of commissions between traditional and instant bank transfers.

Telecommunications costs have fallen significantly in recent years as
well. The reduction was due first and foremost to technological progress
and is not a specifically European characteristic, but contributing to it
was the suppression of roaming charges, which the EU implemented be-
tween 2667 and 261722,

mm More CHo1ces FOR CONSUMERS AND BUSINESSES

Europe’s progressive economic integration has reduced the obstacles
that national borders created for consumer choice, offering the widest
range of consumer goods produced in Europe: the imported goods from
other EU countries that an Ttalian consumer can choose from have in-
creased in value, in real terms, from roughly 2 to 7 trillion euros. And Ttal-
ian consumers have taken advantage of the broader choice of consum-
er goods imported from Europe, increasing the percentage of European
products in their overall consumption.

Analogous to the broader range of available consumer goods thanks
to European integration, businesspeople as well have benefitted from
greater opportunities in purchasing intermediate goods for production
and investment goods. Importation of intermediate goods from oth-
er EU countries has almost tripled in real terms since 2666, going from
a value of roughly 5 to almost 14 trillion euros. And that of investment
goods has almost doubled, from roughly 2 to 4 trillion euros. As in the
case of consumer goods, the importation of intermediate and invest-
ment goods has increased at a pace far superior to the total production
of these goods, indicating a growing share of European imports com-
pared to the production total.

Money travels more cheaply in Europe too:
the SEPA (Single Euro Payments Aread) was
founded in 2002, eliminating differences

in cost and speed between domestic
payments and cross-border payments
between participating countries.



Margins of freedom have expanded in the financial field too: in the last for-
ty vears, finance has gradually lost a national dimension and taken on a
European scope. In 1985, intra-European financial assets owned by Eu-
ropeans represented less than 5% of the total of national financial com-
panies; recently, the percentage has risen to 46%. This means that the
financing and investment choices of European businesses and families
have greatly broadened and are less confined by national borders.

mm ExpansioN oF CULTURAL EXCHANGE

Since 1987, more than 16 million European students®® have participated
inthe Erasmus program, allowing them to study at a university outside of
their country. And the program has recently extended its scope to pro-
fessional training and adult education. The 2621-2627 program has over
€26 hillion in funding®*, almost double that of the 26142626 program.

THE THIRTEENTH

CRISIS?

In the last four decades, Europe has overcome twelve
crises which, in some cases, have cast doubt on its very survival. But it
has done more than just survive. As documented in the previous section,
each crisis has in fact triggered a new phase of development and mul-
tiplied Europeans’ economic, political, social and cultural opportunities.
Simply put, it has expanded their spaces of freedom. Monnet's prophecy,
which had already successfully passed the test of the first three decades
of the EU's life, has continued to find corroboration. The facts have proven
Padoa-Schioppd’s vision of a dynamicimplementation of European unifi-
cation to be well-founded.

But it would be a mistake to think and act as though European unification
were cast in stone. The structure remains incomplete and hence vulner-
able;its ability to offer Europeans ever greater opportunities is not guaran-
teed. Indeed, both the external and internal conditions in which the Euro-
pean Union finds itself have become much more challenging.

The term “crisis” may not be entirely appropriate, given its temporary na-
ture, but Europe is certainly facing a new, risky phase in its existence. Its
entente with the United States, attracted by a new isolationism and im-
perialistic temptations, has become uncertain, and Europe must assume
new responsibilities for its own defence, too long entrusted to America’s
self-interested benevolence.

A revanchist Russia threatens Europe’s borders, with an appetite for terri-
torial congquests and domination that one hoped was a thing of the past.
The EU's relations with Africa, Latin America and continental Asia out-
side of China remain ambiguous: Europe’s colonial past and contrasting
worldviews hinder reciprocal trust and profound collaboration. While re-
lations with China, an economic giant that has also become increasingly
important politically, struggle to strike a balance between a necessary

Inthelast four decades, Europe collaboration and antagonism.
has overcome twelve crises that have
cast doubt onits very survival.
But it has done more than just survive.
Each new crisis has triggered a new
phase of development and multiplied »
Europeans’ economic, political, social
and cultural opportunities.



Greater courage and determination Construction advances, at times uncertainly, other times briskly, but

are required to grasp, upon diready solid progress is insufficient®®. Greater courage and determination are re-
foundations, all the economic, political, quired to grasp, upon already solid foundations, all the economic, polit-
social and cultural opportunities ical, social and cultural opportunities offered by integration: much has

offered by integration: much has been

done, but much remains to be done. been done, but much remains to be done.

A further strengthening of the European structure will likely only be pos-
sible between those member countries who decide to initiate ambitious
initiatives in the economic and political field, partially through the use of
tools available in the European Treaty. Other countries might then de-
cide to participate at alater time.
Effective action against global warming must confront three obstacles:
American disengagement, the insufficiency of initiatives limited to Eu-
rope alone, and the contrast between the significant progress in mov-
ing toward production and consumption models more respectful of the
environment and the seemingly inexorable increase of environmental-
ly-harmful emissions.
The European economy, as the “Draghi Report” demonstrates, appears
sluggish, lacking the vitality of countries like China and the United States.
Lastly, and perhaps most serious of all, Europe is divided: geographically
between north and south and between east and west, and politically be-
tween the still-majoritarian supporters of further unification and a grow-
ing nostalgia for the nationalism that nearly destroyed European civiliza-
tion during the first half of the past century.

The historical record is promising: seventy years of crises overcome
and important successes provide hope for Europe’s future. But it is
fundamental to strengthen popular participation in the European pro-
ject and eliminate its elitist connotations. Integration has come too far
to proceed without broader support - we can no longer claim that this
common enterprise is prevalently technical and not profoundly political.
To guote Tommaso Padoa-Schioppa once more: “The democracy defi-
cit, the imbalance between the democracy of member states and the
technocracy of Europe, willincreasingly act as a straitjacket [..] Without
full democratic legitimacy, Europe will not be able to achieve political
union”. Progress in the direction that Padoa-Schioppa indicates has cer-
tainly been made in the twenty-five years since he wrote those words.




Table 2. FRom UNANIMITY TO A QUALIFIED MAIORITY
|

Single European Act (1986) Maastricht (1992) Amsterdam (1997) Nice (2661) Lisbon (2607)

Single Market OMV (Qualified Majority VVoting) on: QMV on: QOMV on: OMV on: OMV on:
and Economic Regulation I  Norms for harmonizing I  Rulesoncompetitiveness I  Consumer protection policies I  Intellectual property I  Industrial policies to encourage
technical regulations (ex. oversight of state subsidies) (ex. product labelling and European patents innovation and competitiveness
between member states II Financial regulation and safety) II Commonnorms II Regulationof the energy sector
IT Elimination of to harmonize norms IT Health and plant-health norms on public contracts (ex. connections between
non-tariff trade barriers between capital markets for the sale of agricultural national networks)
IIT Measures to guarantee IIT Liberalization of services and food products IIT Internalmarket protection
the free circulation of goods, (ex. telecommunications, ITT Rules concerning business law measures against dumping
services, capital and people transportation, energy) to facilitate cross-border mergers and unfair competition

and acquisitions

Social
Policies

Work Safety Unanimity Unanimity QMV on minimum norms Further expansion of QMV QMV for all social and environmental

and Gender Equallity on work safety and gender parity on social norms norms (except taxation)

Social Security Unanimity Unanimity Unanimity Unanimity Unanimity

and Welfare

Environmental
Policies

Regulations Unanimity Unanimity QMV for environmental regulations QMV for environmental regulations QMV for all environmental regulations

for the Single Market impacting the Single Market

Environmental Unanimity Unanimity Unanimity Unanimity Unanimity e

Taxation 51

Police and Judicial
Cooperation

Judicial Cooperation Unanimity Unanimity QMV onallnorms QMV onallnorms QOMV on allnorms except cross-border

in Civil Matters except family law except cross-border family law family law (with exceptions)

Judicial Cooperation Unanimity Unanimity Unanimity Unanimity QMV for minimum norms on serious crimes

in Criminal Matters (terrorism, corruption, human slavery)

Countering Terrorism Unanimity Unanimity Unanimity Unanimity QMV for coordination

and Organized Crime and exchange of information

Europol Agency - Unanimity Unanimity Unanimity QMV for administrative aspects QMV for Europol regulations

Administrative Aspects of Europol

Europol Agency - Unanimity Unanimity Unanimity Unanimity QMV for Europol's administration

Operational Jurisdiction

Policies of Internal Security Unanimity Unanimity Unanimity Unanimity Unanimity

and Public Order
Immigration

Policies
Rules Unanimity Unanimity Unanimity Unanimity QMV for legal immigration
on Legal Immigration
éslylll.lm Unanimity Unanimity Unanimity Unanimity QMV for common asylum policy
olicies
Research and Innovation Unanimity Unanimity Unanimity Unanimity QMV for research and development
Policy programs
IIgnlgrgy Unanimity Unanimity Unanimity Unanimity QMV for energy policy
olicy
Agricultural and Fishing Unanimity Unanimity Unanimity QMV for agricultural and fishing QMV for management
Policy regulations of agricultural policy
Zign'lc.emcltionol Trade Unanimity Unanimity Unanimity Unanimity QMV for EU trade agreements
olicy
European Union
Budget
EU Unanimity Unanimity Unanimity Unanimity QMV for EU spending
Spending
EU Revenues Unanimity Unanimity Unanimity Unanimity Unanimity

(Taxation)
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