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On the project

Due to the new treaty provisions of the Lisbon Treaty and the economic crises the enlarged EU of 27 member states
is on the search for a new modus operandi while also continuing membership talks with candidate countries. The
EU-27 Watch project is mapping out discourses on these and more issues in European policies all over Europe.
Research institutes from all 27 member states and the four candidate countries give overviews on the discourses
in their respective countries.

The reports focus on a reporting period from December 2009 until May 2010. This survey was conducted on the
basis of a questionnaire that has been elaborated in March and April 2010. Most of the 31 reports were delivered in
May 2010. This issue and all previous issues are available on the EU-27 Watch website: www.EU-27Watch.org.

The EU-27 Watch No. 9 receives significant funding from the Otto Wolff-Foundation, Cologne, in the framework
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Economic policy and financial crisis

Italy
Unanimity rule paralysing European economic policy

Jacopo Leone”

Since the emergence of the Greek financial and economic crisis, Italy has always approved and
encouraged an European coordinated action to resolve the situation. As Prime Minister Berlusconi
maintained, if the EU is not willing to help a member of the Euro area afflicted by a severe economic
crisis full of perilous potentials, then the EU has no reason to exist." On the same line, the Italian
Minister for Finance and Econom¥ Giulio Tremonti, commented that the finance package to support
Greece was the right thing to do.” More sceptical, however, was the opposition leader Enrico Letta,
highlighting how the decision to involve the International Monetary Fund (IMF) undeniably discards the
idea of a possible European Monetary Fund (EMF).

In this particular regard, the research community and various opinion-makers have adopted a rather
severe and rigid position. Indeed, the agreement on the first rescue package, announced at the end of
March 2010, has been described as a last minute solution, in which Germany seems to have obtained
the most concessions.? According to a comment which appeared in the Italian leading economic
journal Il Sole 24 Ore, the financial package was a reasonable outcome aimed at lowering the risk of
moral hazard. Germany is right in its restrictive approach to the Greek situation, and to deem the
creation of an EMF a futile and complicated operation.” Although necessary, Daniel Gros suggested
that the IMF is not able to offer Greece enough money, and that the EU will probably have to
participate with its own resources.’ In conclusion, it has been noted that politicians should not confuse
Europearg patriotism with financial irresponsibility, since the future of the whole EU economic project is
involved.

Following the latest financial and political developments of the Greek crisis, including the tragic death
of three people in Athens on 5 May 2010, an improved European rescue package has been promptly
announced. With the realistic danger of a massive European financial infection, the Italian press
shifted its attention to the political aspects of the crisis, asking for a substantial and rapid intervention,
which indeed materialised.” In this regard, the Italian government expressed satisfaction with the 750
billion Euro agreement, with the President of the Italian Republic Giorgio Napolitano praising the
ltalian role during the political negotiations.® Nevertheless, some analysts noted that this solution
represents only a second best, and that the EU ultimately needs to reform its economic institutions,
creating automatic mechanisms to effectively control future crises.’

Mario Draghi, current Bank of Italy’s governor and candidate to head the European Central Bank,
noted that one of the main results of the Greek crisis has been to underline the need for a more robust
and comprehensive Stability and Growth Pact (SGP).*® Generally, the same opinion is shared by
Italian politicians and public opinion. Stricter rules are deemed necessary, and the European
Commission should be allowed to indicate targets/actions and, when required, impose the Europe
2020 Strategy.™ But the reform of the SGP cannot be limited to sanctions. Indeed a structural
approach able to offer a more solid and balanced European economic organisation is also needed.”

As has been highlighted, however, the Greek crisis is both economic and political. Therefore, any
reform has to find a common political agreement among the EU member states, which seems to be,
according to the last analysis, the main problem of an EU in which the current global financial crisis
has brought an acute mutual distrust.*®

The possibility of a European economic governance, which has been suggested on several occasions
during the Greek financial crisis, has remained rather unexplored in Italy. Nevertheless, some ideas
have emerged from the public debate. Finance Minister Tremonti, for instance, admitted the need for a
European direction of public investments, the first step towards an improved coordination between
member states’ economic policies. Moreover, the institution of new agencies aimed at the creation of
a financial regulation system could be a complex development for the European economy, since such
a system would have to be successfully applied to all the member states of the Eurozone. After all, the
credibility of the whole EU is at stake, and the consequences that a failure or a weak system could
trigger are indeed pervasive.™

* Istituto Affari Internazionali.
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In a nutshell, a coordinated governance of the European economy is a vast political operation, in
which all the European institutions should receive a precise and improved role. Italian researchers and
politicians appear rather favourable in principle, but it will take time before a concrete agreement is
going to be reached.™®

Just after the release of the Commission’s proposal for a new Europe 2020 Strategy, the Italian
government expressed support for the document, in particular with regard to its references to
innovation, the value of small/medium enterprises, and the attention posed on international markets."’
The Italian Minister for Finance and Economy, Giulio Tremonti, called the text interesting, as long as it
is not understood as an instrument to incentivise public expenditure by the member states.™®
Moreover, following the Franco-ltalian summit of April 2010, both parties have argued that a stronger
role for Common Agricultural Policy should be inserted in the final version of the Strategy.lg

However, the economic provisions contained in the document are probably not enough. In fact, it
appears to be indispensable to also deal with the structural weaknesses of the European economic
project, like the unanimity rule, which is ultimately paralysing most present EU actions. Only in this
way does a better and more coherent economic future for the EU seem achievable.?
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Questionnaire for EU-27 Watch, No. 9
Reporting period December 2009 until May 2010 — Deadline for country reports 21 May

All questions refer to the position/assessment of your country’s government, opposition, political parties,
civil society organisations, pressure groups, press/media, and public opinion. Please name sources
wherever possible!

1. Implementation of the Lisbon Treaty

On the 1 December 2009 the EU-reform ended with the entering into force of the Lisbon Treaty. However, the
new treaty provisions still have to be implemented. Some procedures and conditions have to be determined. In
other cases, procedures, power relations, and decision-making mechanisms will change due to the new
provisions.

e How is the work of the new President of the European Council, Herman Van Rompuy, assessed in your
country? Which changes to the role of the rotating council presidency are expected?

e How is the work of the new High Representative of the Union for Foreign Affairs and Security Policy,
Catherine Ashton, assessed in your country? Please take into particular consideration both her role
within the European Commission and her relationship to the Council of the European Union.

e On 25 March 2010 a “Proposal for a Council Decision establishing the organisation and functioning of
the European External Action Service” was presented. How is this concept perceived in your country?
Which alternatives are discussed?

e On 31 March 2010 the European Commission presented a proposal defining the rules and procedures
for the European Citizens’ Initiative (ECI). What are the expectations for the ECI in your country? What
are the various positions concerning the rules and procedures?

2. Enlargement and European Neighbourhood Policy

The European Commission has given its opinion on Iceland’s application for EU-membership and a decision from
the Council is expected before the end of June. Croatia seems to have settled its border dispute with Slovenia.
Against this background:
e Which countries does your country expect to become members of the European Union in the next
enlargement round? What are the opinions in your country on the membership of these countries?
e How are the membership perspectives of those countries discussed, which are not expected to become
a member in the next enlargement round?

The Eastern Partnership and the Union for the Mediterranean were the last major projects dealing with the
European neighbourhood:
e How are these projects assessed in your country?

3. European economic policy and the financial and economic crisis

The European Council agreed on 25/26 March on the key elements of the Europe 2020 strategy, the successor of
the Lisbon strategy. While not being on the formal agenda the economic and financial situation in Greece was
discussed. The European Council agreed on a finance package combining bilateral loans from the eurozone and
financing through the International Monetary Fund.

e How is the finance package for Greece assessed in your country? Are there any opinions on the
process, how the agreement on the package was reached?

e  Which lessons should be drawn from the Greek case for a reform of the Stability and Growth Pact?

e How is the idea of “a strong coordination of economic policies in Europe” perceived in your country?
What concepts of an European economic governance are discussed in your country and which role do
they assign to the Euro group?

e How is the Europe 2020 strategy discussed in your country? What are the priorities for the Europe 2020
strategy from your country’s perspective?

4. Climate and energy policy

The climate conference in Copenhagen took note of the Copenhagen Accord but did not reach a binding
agreement. The next conference of the parties (COP 16 & CMP 6) will take place at the end of November 2010.
e How is the Copenhagen conference assessed in your country? Please take into consideration the
negotiation strategy of European Union and the results of the conference.
e Does the European Union need to change its own energy and climate policy in order to give a new
impulse to the international negotiations?
e Is a global agreement within the UNFCC the best strategy to fight climate change? If not, which
alternative strategy should the European Union follow?
e What is your country’s position on financing mitigation and adaptation efforts in developing countries?

5. Current issues and discourses in your country

Which other topics and discourses are highly salient in your country but not covered by this questionnaire?
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