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			Foreword

			Ernst Hillebrand

			It has become a commonplace to state that the European integration project stands at a crossroads. Doubts concerning the process of integration have also infiltrated the political left. The crises besetting the Eurozone have shaken the previous unanimity in favour of ever deeper integration. At best there is a consensus that the present state of affairs – a common currency with continuing national responsibility for banking supervision and fiscal policy – is unstable and that the European Union is more split than unified. Some on the left are now calling for a great leap forward, while others seek an orderly retreat from ill-conceived forms of integration.

			Debates on the future of the EU tend to concentrate on the bigger picture and the grand questions of the future of the continent. The integration project does not know social classes nor political parties, but only Europeans. This depoliticisation of European integration is, of course, nothing new. It has accompanied the EU from the outset and concerns all political camps. In the shadow of this formal depoliticisation, however, something different has been happening: European integration was and remains an eminently political process. It is shaped by social and economic interests and ideological premises. As in any political process, here, too, there are winners and losers. And as in any political process the age-old question of politics also applies to European integration: cui bono – whom is it good for?

			With this book, the Friedrich-Ebert-Stiftung would like to contribute to the re-politicisation of the debate on Europe. We want to offer some answers to a question that is being posed with increasing urgency: what is the relationship between the realities of European integration on one hand, and the fundamental values and aims of the political left with regard to democracy, self-determination, freedom and prosperity for as many people as possible, on the other? Is the EU, in this context, an emancipatory instrument for the citizens of Europe? Or, on the contrary, is it rather an agent of the creeping disenfranchisement of democratic sovereignty and the hollowing out of the political and welfare-state achievements of the »Social Democratic« twentieth century in Europe?

			Three Dilemmas of the EU

			If one tries to answer these questions one comes up against three fundamental dilemmas, which have gone hand in hand with the very nature of the European integration process in recent years. They all concern the core of the political project of the European left: Democratic self-determination, social security and prosperity for all.

			(i) Democracy and citizens’ participation: European integration is widely perceived as an elite project characterised by low popular participation. The sovereignty of nation-states and their parliaments has been dramatically weakened throughout the management of the euro crisis. Citizens’ trust in the possibility of influencing policy at European level, as opinion polls regularly confirm, is much lower than in the framework of the nation-state. Turnout in European elections has fallen continually since their introduction in 1979.

			(ii) Welfare state and deregulation: Europe has been characterised by growing inequality in recent decades. The European Court of Justice’s interpretation of European law – for example, in the rulings on Laval and Rüffert – has significantly increased competition between social and labour market systems. The scope for direct wage competition between workers in Europe has been significantly increased by the single market and the rules on freedom of movement. European deregulation, tax competition and tolerance of tax avoidance of all kinds have weakened the revenue base of nation-states and increased the fiscal burden of average wage earners.

			(iii) Growth and prosperity: Historically, the relatively weak input-­legitimacy of the European integration process was implicitly compensated by the output-legitimacy of economic integration, which was generally portrayed as successful. The financial and euro crises significantly weakened this dimension of legitimacy, however. The most closely integrated part of the EU – the Eurozone – today has the weakest growth rate in the OECD world. The goal of ensuring prosperity for all appears no longer achievable for many EU member states in the foreseeable future. Especially in the crisis countries in the south many companies are fighting for their lives with no growth in sight. Youth unemployment in the Eurozone is, by any standard, extremely high.

			A Progressive Vision for Europe

			Given these developments the Friedrich-Ebert-Stiftung asked left-wing and progressive intellectuals from ten European countries to offer their visions of »another Europe«: a Europe, in other words, that does justice to the interests and needs of the people of the continent and that does not compromise the political and social achievements of European nation-states, but rather strengthens and expands them. In our view, such a debate is not just generally desirable, but politically unavoidable. The implicit consensus on which the integration project was able to rely for decades has become fragile. This presents, in particular, the pro-European left with the challenge of re-establishing its fundamental attitudes and positions.

			In this context, what kind of relationship between Europe-wide and national solutions should be sought? Can European integration, despite the lack of a European »demos«, take the form of a state-like construction within the framework of a »federal Europe«? What are the risks and side-effects of a voluntaristic »great leap forward«? There are no unequivocal answers to these questions and none of the contributions offer them. The authors’ views range from a clear commitment to a federal Europe to deep concerns about the political and economic collateral damage of a rush to an »ever closer union«. However, none of the contributions leaves any doubt about one thing: the need for European integration and cooperation. We all want a strong, democratic and prosperous Europe and an EU that enjoys legitimacy and respect among the people of Europe. We all want a Europe that really benefits the working majority and the socially vulnerable of this continent; a Europe that strengthens not weakens democracy and self-determination. The question that concerns us all is that of the best ways of achieving these goals. This debate has only started and will go on for some time. With this book, we hope to make a meaningful contribution to that debate.

		

	
		
			A Progressive Vision for Europe

			A View from Spain

			Josep Borrell Fontelles

			From Enthusiasm to Rejection

			Spain has generally been a Europe-friendly country. During the isolation of the Franco regime, for Spaniards of my generation Europe represented a combination of political freedom, social solidarity and economic progress, which we craved. Furthermore, in the EU we have enjoyed the best period of Spain’s recent history. The assistance provided by the EU and the credibility boost bestowed by the euro contributed to this.

			However, the euro crisis has adversely affected perceptions of European integration. Indeed, the »real Europe«, the one responsible for policy measures to combat the crisis, is regarded as an agent that weakens democracy at national level without strengthening it at European level and also compels Spain and other nation-states to make cuts in social services. Only 18 per cent of Spaniards believe that they have a democratic voice in the EU.

			We have learned that one can change a government but not policies because the latter are decided on by other agencies, over which we have no control. At the behest of the European Central Bank (ECB) we had to swiftly amend the Constitution and the changes had to come into force within a matter of days. Furthermore, the European authorities, with little legitimacy, have constantly harangued us concerning by how many percent we should raise our taxes and lower our pensions and wages.

			Indeed, inequality and insecurity have increased significantly throughout Europe and Spain is now in second or third place in the EU with regard to inequality. Taxes on wages have been raised more steeply than capital gains taxes. Furthermore, without a flexible exchange rate social norms have served as adjustment variables to counter the difficulties created by an asymmetric macroeconomic shock.

			As in other EU peripheral states this approach is not regarded as a solution, but as one of the reasons why the social situation has deteriorated. This Europe does not represent the values and goals of the left, which calls into question the legitimacy of the European project.

			The legitimacy achieved by the positive developments of the first few years of the euro has been lost because of the severe economic consequences of the crisis. In Spain, 67 per cent of people believe that the policy measures taken have had no positive effects. There is no prospect of growth, which might help to reduce the unsustainably high unemployment rate, and the promise of lasting prosperity has gone up in smoke. The social strata supposedly represented by the left have been hardest hit by these negative developments. Election results show that the left is not in a position to help such people out of their predicament. They do not get any votes or support from the victims of this new crisis of capitalism, a crisis in which banks have not been wound up, but instead bailed out with vast amounts of public money, and without even kick-starting the credit cycle.

			All this explains the growing antipathy to European integration. Trust in the EU has fallen from 57 per cent in 2007 to 31 per cent in 2013, and 46 per cent are dissatisfied with the democratic functioning of the European institutions. The same polls also show, however, that Europeans in the Eurozone do not want to revert to their national currencies – perhaps because they are aware of the cost of a break with the EU and a return to the old order. Or it may be because they suspect that it could be more difficult to stand alone in a global world. It is as if they basically know that the answers to their problems are to be found in a space that is bigger than the national sphere and that an alternative to the recessionary austerity measures being implemented in Europe must be found.

			No Solution without Growth

			This requires a policy that would lead to the recovery of growth and the maintenance of domestic demand with decently paid jobs. Such a policy would not seek a solution to the economic crisis in punishing pensioners, the unemployed and the sick nor sacrifice those things that would make it possible to build for the future, such as education, investment and environmental restructuring of the economy. This is the most efficient way to reduce the deficit, debt and social security costs.

			However, as regards growth policy, the current architecture of the Eurozone cannot cope with the problems. The surplus countries of the North are right to demand that the countries of the South with deficit problems take responsibility. But they must keep their demands realistic and implement policies at home that help to maintain a balance in the Eurozone. If the surplus countries of the North continue with their restrictive policies and stick to the low wage growth pursued from 2000 until very recently, the aim of international competitiveness will lead to an unacceptable level of »internal devaluation« in the deficit countries of the South.

			Excessive austerity measures and deflation with higher unemployment and a credit shortage mean that the reforms needed to restore competitiveness in the deficit countries of the South are neither politically nor socially viable. The structural reforms are contractionary in the short term. If they are to succeed they must be accompanied by policy measures to boost demand, while simultaneously serious efforts are made to stabilise taxes.

			At present the Eurozone has the weakest growth in the OECD and the severity of the recession in the deficit countries of the South continues to pose a major problem for the survival of the euro. But this situation did not emerge overnight. Weak growth and a rising unemployment trend existed in the EU before the crisis. Community policy, which faithfully follows dogmas imported from countries that do not comply with them themselves has led to social and tax competition between European countries, weakening domestic demand. The opening-up of Europe to unconditional free trade has undermined the industrial capacity of several countries like Spain, Portugal, Italy, France and Greece, for which the euro has been overvalued.

			In Search of a New Raison d’Être for Europe

			The current situation can be summarised as follows: European integration has achieved its main aim, namely bringing peace to the continent, but it has failed to create lasting prosperity and solidarity for all, based on the emergence of a European demos. Europe’s economies have never drifted so far apart as today. The euro has made it possible to end currency wars in Europe but it has only masked the growing differences in competitiveness. Furthermore, the path to political unity has not been laid; instead, the sense of Community has been weakened, resulting in a new divide between the North and the South of Europe.

			In order to overcome the threefold crisis – the legitimacy, credibility and effectiveness of the EU – a new »raison d’être« is needed for European integration. It can no longer be based on a desire to avoid a repeat of the horrors of the past, but must be oriented towards a future value-added that would be perceptible in people’s everyday lives. And as Jürgen Habermas has said, the only political project that can mobilise citizens is one based on a European social model or the preservation of the European way of life in the face of globalisation. Today the citizens of many countries take the view that European integration, especially in the realm of the economy, has not served these projects and even threatens the social norms they want to protect.

			Legitimacy and the Social Dimension

			The weaknesses of the social dimension represent the core of the EU’s legitimation problems and even more so those of the Eurozone, in which the economies are more closely integrated.

			The crisis has exacerbated this lack of legitimacy because, on one hand, more discipline, but on the other, more solidarity was required. Both dynamics demand legitimised institutions in order to make decisions concerning fundamental policy issues.

			Without sufficient awareness of our mutual dependence we have allowed the tax problems of a small country to expand into a problem for the whole monetary union. The presentation of the crisis as the result of a lack of tax discipline was one-sided and incomplete. In Greece the deficit caused the crisis, but in Spain the crisis led to the deficit. Therapy based on a mistaken diagnosis has exacerbated the problem. The euro has survived only because of the ECB, which has based its actions on a rather free interpretation of the treaties. If Trichet had said the same in summer 2010 as Draghi said in summer 2012 we would have been spared the crisis.

			The Functions of the ECB

			Events indicate the need to rethink the functions of the ECB. The ECB’s mandate should be expanded in order to enable it to take account of the goals of growth, employment and financial stability. Furthermore, it should also act as lender of last resort for countries so that the vicious circle of public debt and the financial system can be broken and the Eurozone’s financial dismemberment can be avoided. However, if the ECB is to be able to act as a central bank with full authority to intervene in the sovereign debt markets, new political institutions are needed to create treasury for the Eurozone, of the kind possessed by all fully-fledged monetary unions: a common budget of adequate size, the possibility of EU borrowing, and fiscal transfers within the Eurozone.

			The fact that the ECB decides on the inflation target for the Eurozone poses a problem of democratic legitimacy. How much inflation a society will accept at a particular juncture is a fundamental political issue. Decisions about it should take into consideration what kind of effects it will have on other variables and goals, such as growth and employment. The independence of the ECB should be limited to the means of achieving the inflation target and not be expanded to include determining the target itself.

			Weaknesses of the European Demos and Sources of Legitimacy

			The crisis has cast light on the weaknesses of the European demos with the emergence of old national stereotypes. As a consequence we will have to accept that each country is different with regard to appropriate aims and how quickly it is able to proceed, and we will have to link the two competing sources of legitimacy in the European construction: states and citizens. 

			This has always been necessary but now this duality is more obvious, for two reasons. On one hand, the crisis has put citizens in a new position with regard to European politics. Hitherto it was possible to »build Europe and count on people’s indifference to the process, but this is not possible in the face of their scepticism or even their rejection« (Jacques Delors). On the other hand, the crisis has highlighted the intergovernmental dimension as against the Community one: it is the states that have taken the decisions with the help of the European Council and under the dominant influence of Germany.

			All the changes that have taken place in Europe due to the crisis and those still pending entail a transfer of sovereignty to a supranational level, which should be accompanied by democratic controls. The development of the social dimension of the monetary union requires that the future political model be defined: is it to be federal or limited to intergovernmental coordination/cooperation?

			We have already become acquainted with the risks that go hand in hand with the wilfulness of elites: they propose great leaps in the process of political integration which are subsequently rejected by the citizens, as was the case with the »stillborn« Constitution. The members of the Convention believed that the idea of a constitution would awaken an enthusiasm for Europe in the citizenry. Stronger than this enthusiasm, however, was the mistrust of the building of a European superstate: the project was rejected.

			The crisis has exacerbated the conflict between the initial federal logic, with which the EU was built, and the intergovernmental conception of Europe. Instead of encouraging the federal dimension of the Union, intergovernmental aid programmes in exchange for budgetary discipline came to the fore, without a step being taken towards tax harmonisation. When a Eurozone member state needs financial assistance it cannot dip into the Community pot, but receives it from other governments under the scrutiny of their national parliaments. This system of mutual support between countries led to the creation of the ESM, which is governed by a group of finance ministers, who do not have to report to the European Parliament.

			In this way the EU’s democratic legitimation problems have only got worse. A common European interest is scarcely represented, the influence of the European Commission is limited and the European Parliament plays almost no role.

			The intergovernmental model appears rather to reflect the weakness of the European demos and the strong identity differences between peoples. If one wishes to ensure legitimacy and political controls in an intergovernmental model, however, multi-­layered institutional changes and complicated Treaty amendments are required.

			Development of the Federal Path

			The democratic legitimacy of the EU requires that its expenditure be financed as much as possible by the wealth generated by the integration process itself, establishing a link with development of the internal market. The European Commission proposals, linking new VAT resources with cross-border transactions, are a step in this direction.

			An EU fiscal capacity should also be based on taxes on the transnational externalities that we want to deal with (such as an EU-wide carbon tax, especially after the malfunctioning of the cap-and-trade system), or on transnational activities that we want to control (such as an EU-wide financial transaction tax). This kind of tax can be efficiently implemented only at the European level.

			Furthermore, a federation must be able to incur debts so that financial assistance for countries and the recapitalisation of banks can be funded, if need be. Debt securities would be issued by a European treasury backed by the joint and several guarantee of all the countries. It is well known that Eurobonds have been rejected but without »risk free« assets at the European level the indispensable banking union will lack both stability and credibility. The Eurozone needs a functioning financial system, which requires a full banking union with transnational deposit guarantees.

			The EU must develop into a bicameral system in which the European Parliament assumes full representation of citizens and the European Council takes over territorial representation. The Commission must be an executive, supported by a parliamentary majority. The number of commissioners should be strongly reduced. The Commission’s president should be elected on the basis of European election results and should be able to appoint the commissioners.

			The European Parliament should be able to initiate legislation and vote on European taxes. That would give a considerable boost to perceptions of the Parliament and of its significance. Someone once declared »no taxation without representation«; in Europe we have to declare »no representation without taxation«. The »federal« budget of the Eurozone, considerably larger than the current 1 per cent of EU Gross National Income (GNI), should enable anticyclical spending through investments and social transfers, such as unemployment insurance at European level, as recently proposed by the IMF.

			This would require harmonisation of labour policy and co-­responsibility with regard to unemployment rates. It would have the advantage of distributing the costs in the case of an asymmetric shock in a particular country, however.

			Interpersonal solidarity mechanisms emerge from consolidated political communities. And at this particular time this does not apply to the EU. But this is exactly what is at issue when we talk about the social dimension, which confers on the monetary union the legitimacy it needs to survive.

		

	
		
			A Progressive Vision of Europe

			Laurent Bouvet

			Today, a »progressive vision« of Europe has become difficult, if not impossible. The people of Europe themselves no longer regard Europe as an area of progress or even simply as one in which their living standards will improve. They find it difficult to imagine a European future, especially when it concerns their children, even though they still perceive the European dimension as the only relevant one when it comes to the great collective choices to be made in a world whose scale has changed in the course of globalisation over the past 20 years.

			In any case, it would be wrong and even dangerous to believe that Europe’s difficulties are transient; that they are due, for example, only to the economic and financial crisis that has run rampant on the continent for five years. The European crisis is indeed much more profound. It is the result both of the end of the »European world« that existed more or less for centuries – in other words, the domination of Europe over the world from the end of the fifteenth century to the twentieth century – and, above all, in a much more mechanical fashion, of the drift away from the »method« which shaped the construction of the European communities and then of the European Union.

			In this general context, the European social democratic left has one more problem to solve. Without batting an eyelid, for the past 40 years it has sustained a European construction that, in fact, runs counter to itself or its deepest identity; a construction opposed point by point to what it has purported to defend all these years. This paradox between the European credo and basic social democratic principles was not too painful, or was at least manageable, up to the beginning of the 1990s in a diminished Europe divided into two, East and West. This has since become impossible.

			We propose here to look at the European crisis through the prism of the »social democratic problem« in order then to consider what paths can be taken to get out of it.

			The European Paradox of Social Democracy

			If one asked the citizens of Europe which family of political parties is the most »European« they would undoubtedly put social democracy in first place or at least side by side with liberals and Christian Democrats. European social democracy, the PES, its national parties and its major leaders have for 30 years been the most committed believers in the benefits of the European construction. Clearly, they desire to improve it, to make it more »social«, for example, or more interventionist in economic affairs but they adhere fully to the great principles of its development: federalisation, regionalisation, opening up of borders and so on. In particular, they actively supported the project of the constitutional treaty in 2005, which in the end was rejected.

			However, this was not always the case. European social democrats were not in at the start of the European construction. None of Europe’s »founding fathers« belonged to this political family – they were Christian Democrats. It was only in the 1960s, under the influence of a new generation of leaders in and outside the European Economic Community (CEE), especially Brandt, Mitterrand, Craxi, Palme and Kreisky, that social democracy became really »European«, both with regard to the idea of »enlargement« beyond the initial six countries and the construction of a European Socialist Party (PES) that came into being in 1974. The reasons for this development are to be found in particular in what concerned the leaders of European social democracy at that time. For the most part they had been affected by their experiences during the war and considered the European construction put in place by the »founding fathers« of the previous generation the sole means of guaranteeing peace and ensuring common prosperity, even though economic difficulties were rearing their head after a period of growth and full employment.

			Still, this historical development in the form of social democ­racy’s accession to the camp of fervent supporters of the European construction has not been accompanied by either a political change of direction with regard to European policy or deeper reflection on what a truly European social democracy might be like, beyond appeals to principles concerning the European social model and preservation of the welfare state in the context of a liberal and globalised economy. Moreover, parties’ national peculiarities have remained strong and their differences numerous, for example, on economic or defence issues, a particularly striking example being the publication of the Blair/Schröder manifesto in 1999. Nevertheless, the problem of European social democracy goes beyond these divergences and concerns much more than the existence or not of a European socialist party, a bureaucratic shell devoid of any substance. It concerns the very definition of social democracy.

			Indeed, if one tries to define social democracy briefly, three key elements come to the fore. Social democracy is characterised, first, by a new form of »compromise« between capital and labour, particularly in the form of a balance between social forces and their regulation by the state, especially due to its role in developing the welfare state. Social democracy is also an integral part of the demo­cratic system, which historically forms part of its very definition at the heart of the left and of the workers’ movement, especially in opposition to communism. Social democrats, indeed, accept the forms of liberal democracy and draw their legitimacy from universal suffrage, even if social transformation remains their goal. Finally, social democracy is anchored in the national framework, with its well-defined borders and partially open economy, which enable both the broadest implementation of democracy and close solidarity, but also a form of advanced state intervention in the economy, in accordance with Keynesian principles.

			Today, the EU appears to embody the precise antithesis of these three characteristics. Instead of the »social democratic compromise« one finds a free-market economy under the rule of procedural law; in other words, a conception of the economy and of regulation that is not social democratic but liberal and of »Anglo-Saxon« origin. It is just as difficult, even to the most indulgent observer, to describe European governance – one cannot even talk of government – as democratic, given the limited role of the European Parliament and the restricted policy responsibilities of the European Commission. As for the nation-state, the construction – so strongly desired by the »founding fathers« – of a »post-national« space is not only a philosophical antithesis of the national idea, but even a formidable instrument of its destruction in the name of the struggle against nationalism, from the top down (European Union) and from the bottom up (regions).

			However, such an opposition, point by point, has not really been examined at the core of European social democracy, despite difficulties encountered at each stage of its development in the 1970s, when optimism ruled, and then in the 1990s, when difficulties multiplied. Neither monetary integration with the euro nor enlargement over the past 20 years have given rise to a remotely serious debate about the direction of the European construction within the continent’s social democratic parties. Europeanism, too, has gradually become a dogma within these parties.

			When the leaders in charge of European issues were social demo­crats, such as Jacques Delors from 1985 to 1995, or social demo­cratic parties have themselves been in power in enough countries to be able to influence European construction, as in the 1990s, they have done a lot to reinforce this European »integration« against the very principles of social democracy! Thus, for example, the French Socialist Party (PS) and the German SPD have supported all the treaties that established and consolidated this liberal, un­democratic and post-national European construction, from the Single European Act in 1986 to the Lisbon Treaty in 2007 (or were indeed their architects). This was also the case with regard to the Treaty establishing a Constitution for Europe (TEC) in 2004, notably rejected by a referendum in France. However, it is largely because of this acceptance or even desire for the European construction and its principles that European social democracy has been traduced by its adversaries, in particular on the left, as »social-liberal«.



OEBPS/image/logo-dietz-SCHWARZ_2010.jpg





OEBPS/image/0453.jpg
Ernst Hillebrand
Anna Maria Kellner (Eds.)

SHAPING A DIFFERENT

FUROPE

Contributions to a Critical Debate

DIETZ
§‘





