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Some of the proposals below

lie beyond the Trio Presidency’s
responsibilities, as defined by
the Lisbon Treaty; yet, via their
coordinating role, the Polish,
Danish and Cypriot governments
should not hesitate to fully
support these proposals.

COMPLETION OF THE INTERNAL MARKET

The EU should keep new Single Market legislation high on the agenda,

notably by using the “package deal technique” — advocated by Mario

Monti, albeit not taken up in the Single Market Act. This negotiating
technique would facilitate trade-offs and would help avoid pick-and-choose
tactics, which are capable of paralysing any ambitious project.

Specific attention should be given to making the new European

financial supervision system reliable, in particular concerning banking

regulation. Future stress tests must be more rigorous and provide for
transparency, thus creating a solid foundation for the necessary recapitalisa-
tion and restructuring of banks in some Member States.

BEYOND ON-GOING EU ECONOMIC GOVERNANCE REFORM

For some Member States, particularly in the eurozone periphery, short

term economic growth is likely to be anaemic. Given the tightness of

fiscal policy at national level, the EU should consider practical ways to
stimulate growth, through vital investment sectors, such as R&D, infrastruc-
tures and energy. Innovative financial instruments such as EU project bonds -
mentioned in the Budget Review — should be given strong political support.

The European Stability Mechanism (ESM) will most probably not be able

to provide foran “orderly default” for Member States that are insolvent

and need debt restructuring. To make debt restructuring easier and
more foreseeable in future cases, Member States should move beyond the
current framework and set up the legal basis for a formal mechanism allowing
the majority of creditors (private and other sovereigns) and the debtor to reach
agreement in an orderly and swift manner.
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Current and further EU economic governance reforms require strong public

support. Thus, national actors should anticipate popular resentment

and explain to their electorates that fiscal solidarity is in their long-term
economic and political interest.

BUDGET REFORM

Ifthe EUwantsto deliveron challenges such as economic recovery / growth, the
transition towards a low-carbon economy and EU cohesion — which all require
substantial investments — it needs to align its means with its ambitions. In
this respect, the Multiannual Financial Framework (MFF) should play a decisive role:

— On the one hand, MFF negotiations should focus on efficiency gains, which
could be obtained by improving coordination between nationaland EU spending
(in diplomatic services, defence or research, for example) and by rendering EU
spending more responsive to economic fluctuations.

— On the other hand, new EU own resources, via a genuine EU VAT tax oran EU
carbon/energy tax, would help increase the overall budget volume with inde-
pendent sources of revenue. Such an initiative would be a first step towards
diversifying EU funding, and should thus be taken seriously.

A way of avoiding a deadlock over CAP financing negotiations could be

to simultaneously co-finance the first pillarof the CAP and deeply reform

the policy, which would entail assessing, in conjunction with states and
regions, an appropriate spending-level.

EU economic integration is at risk of running at a two speeds. To foster

less developed Member States’ competitiveness, EU Cohesion Policy

should be turned into the leading EU development and investment policy,
notably by equipping it with sufficient funds in the next MFF.

THE EU AS A GLOBAL PLAYER

The EU has a specific role to play in its neighbourhood’s transition

process. The EU should compensate for the slowness of its response to

South Mediterranean countries’ pro-democratic demands by now firmly
involving itself in favour of democratic transitions. At the same time, the EU
should not neglect its committed neighbourhood policy in the East and should
therefore be determined to conclude far-reaching association agreements with
Eastern Europe countries, making substantial commitments towards market-
opening and regulatory alignment.
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The EU needs to consolidate its immigration, border control and

asylum policies. Schengen, one of the EU’s main achievements,

should not be weakened. At the same time asylum rules need to
be looked at. The current “first safe country” principle could be replaced with
a quota system where countries accept a set number of asylum seekers in pro-
portion to their population size, available facilities and budget constraints.
Those countries that do not reach their asylum quotas should accept some
bone fide refugees from those that are over-burdened. Concerning labour
migration, it should not be regarded as a security issue but rather as a way to
meet sustainable growth objectives.

Coordinating external and internal EU policies would help avoid

conflicting strategies. The EU has to produce integrated policy

proposals by bridging traditional foreign policy with other issues,
such as energy, migration, climate, security, development and trade concerns.
As anillustration, to develop and strengthen the Union’s external relations in
the field of energy, a full set of EU foreign policy instruments should be used
in a more coherent and multidisciplinary manner.

To develop strategic partnerships with major emerging powers

and raise the EU’s standing in international negotiations, the

EU leaders should, for each specific partnership, prioritise the
Union’s interests and overcome the Member States’ bilateral reflexes, which
favour short-term national benefits over long-term European ones.
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