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Summary 

The Eurozone continues to suffer from financial fragility, suboptimal conditions for 

long-term growth, and deep political divisions.  ‘Doom loop’ between banks and sovereigns, 

non-transparent fiscal rules and the euro area’s inability to deal with insolvent countries other 

than through harsh fiscal adjustment continues to pose a major threat to individual member 

states and the euro area as a whole. Therefore, the proposals for reforming the Eurozone 

strike a balance between risk-sharing and crisis prevention by trying to find some middle 

ground between solidarity and responsibility. But the insistence on the "market discipline" 

cannot counter the structural weakness of the Eurozone. By allowing market imperatives to 

be transposed into national budgets, European institutions will continue to suffer from a 

democratic deficit.  
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Introduction: The "conditional" solidarity 

The joint proposals of fourteen economists in France and Germany (Benassy-Quéré et al., 

2018) on the reform of the Eurozone have opened a pan-European debate on its future 

architecture, in view of the crucial summit of the Heads of State at the end of June. These 

proposals seek to strike a balance between risk-sharing and crisis prevention by trying to find 

a middle-ground between solidarity and responsibility in order to break the banks-sovereign 

nexus; basically, the fact that European banks hold a large volume of government bonds of 

their home country (‘’home bias’’).The open debate already includes the French (DW 2018) 

and Spanish proposals (Almunia et al 2018), which promote more economic and financial 
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integration and, on the other hand, Germany's refusal, for example, to accept the adoption of 

a single deposit insurance scheme, due to the moral hazard and bad debt of the banks of the 

south (EURACTIVE 2018). 

Solidarity, as a concept, means, by definition, a kind of risk-sharing and mutualisation 

of debt (public and private) but, according to French and German economists, moral hazard 

always exists in such a process. A typical example is the controversy surrounding the creation 

of a common safe asset for the Euro zone. The idea was initially to concentrate the Euro zone 

debt on a "Eurobond" guaranteed by the Member States, but the fiscal conservatives rejected 

it very quickly (Issing 2009). Since then, a large number of alternative proposals have been 

made to reduce or even totally avoid the need for state guarantees from the northern Member 

States (Leandro & Zettelmeyer 2018). But behind the "technical" aspect of the issue, there are 

two different motives that are directly linked to the future of European integration: On the 

one hand, there are those proposals that seek to create a large and robust bond market in the 

Eurozone in order to provide support for financial integration and the single market and, on 

the other hand, proposals with far more political content that tend towards fiscal union by 

promoting the creation of a mechanism to help countries within euro crisis to maintain a 

stable source of funding, even in times of crisis (Claeys 2018). 

The first set of proposals continues to take the view that economic and, especially, 

financial integration will automatically lead, step by step, to the political integration, 

forgetting the lessons learned from the still severe crisis of Economic and Monetary Union 

(EMU). EMU has never been an "economic union", but only a "non-optimum" monetary 

zone, because there is no fiscal capacity to support the common currency between countries 

with uneven levels of growth and competitiveness. In the USA, for example, fiscal capacity 

means that in times of crisis take place transfers of tax resources through the federal budget 

are estimated to absorb about 10% of the crash of a crisis, while about half of the long-run 

response to a rise in unemployment takes place through labour mobility. Yet, the integration 

of the US banking and capital market has played an important role in regulating financial 

shocks at state level (local level). Overall, it is estimated that around 70% of local crises are 

absorbed through the integrated financial markets with the capital markets absorbing about 

45% and the remaining 25% absorbed by the banking market. In the euro zone, however, the 

overall absorption rate is only 25% (Draghi 2018). 
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Therefore, given the structural problems of the euro area, which cannot be considered 

as an "optimum" currency area, the persistence of the notion that financial integration will 

lead to further economic integration is a logic that will perpetuate the problem and is very 

much likely to cause a new global financial crisis, which this time will be a "existential 

threat", for the European Union itself.1 For example, the fourteen economists believe that "a 

fully complementary European Deposit Insurance Scheme could be abused by governments, 

which might force or encourage domestic banks to lend them on favorable terms, using their 

access as a guarantee in the common deposit coverage ". But the problem of any form of 

mutualisation stumbles upon the hypothetical risk of northern governments who believe their 

voters require less unification with the unruly southern countries, but forgetting that bubbles 

in real estate and consumption have formed because of the unfavorable supply of loans by the 

German (and French) banks in countries such as Ireland and Greece. 

A. More market discipline to deal with the ... Market (dis)order! 

These proposals include, say, a 'conditional solidarity' in the sense that debt amalgamation is 

inseparably linked to market discipline.2 More specifically, three basic mechanisms are 

provided for a "conditional" debt amalgamation in the above proposals: 

The first mechanism concerns the bank debt and involves the creation of a 'European 

Deposit Insurance Scheme' (EDIS), which however links the banking and public debt of the 

country of origin of a bank. In particular, given the insufficient size of coverage of deposits 

from the EDIS (suggested only 0.8% of the Euro zone total deposits), the proposals provide 

for a premium for each country, which will be linked to the degree of political risk ("country 

risk"), so that the first losses are borne by the corresponding national participation rate of the 

country, which activates the common mechanism. 

The second mechanism concerns the allocation of financial risks and dealing with the 

risk of insolvency ("insolvency risk"), which is more pronounced in a zone with a single 

currency, in which the possibility of appealing to a domestic central bank is missing. The 

proposal is the conversion of the ESM to lender of last resort, with the simultaneous existence 

                                                           
1 See the warnings of the big investor George Soros. 'George Soros warns the European Union is on the brink of 
collapse', Business Insider, May 29, 2018. Available: http://www.businessinsider.com/george-soros-president-
trump-eu-collapse-2018-5 
2 Market discipline, as defined in the regulation of the financial system, refers to "preventing or re-establishing 
excessive risk-taking by banks either directly by the market participants themselves or indirectly by the 
regulators using their prices markets as signs for identifying potential problems and risks "(Bliss el al 2001).  
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of a rigid frame, which cancels essentially the meaning of a single financial safety net ("fiscal 

backstop"). This framework sets out the eligibility criteria, the possibility of appeal, the size 

of the transfer and the conditions for the use of such transfers. In particular, the most crucial 

condition for a State to be granted with ESM's assistance is to "comply with the rules of 

budgetary discipline" and "public debt to be considered viable", which means that markets, 

when they exclude a state from financing due to increased deficits, it also means that ESM 

support is prohibited. Also, this fund would be fed with national contributions, whereby 

countries that are more likely to draw on it would make proportionally higher contributions. 

The volume of total annual contributions could be in the order of 0.1% of the GDP of the 

participating countries. Contributions will be made every year, even during crises. And here 

comes the following paradox: Such a (weak financially) mechanism is created, in order to 

cope with "market discipline", the exclusion of a state from external financing, but ultimately 

makes markets a key decision-maker for access or not to financial assistance! In addition, 

defining the objective of "reducing banks' exposure to domestic sovereign debt through 

regulatory disincentives", as set out in the relevant proposals, is likely to disrupt the debt 

financing of a government, particularly the "southern" economies, because such a withdrawal 

of banks from the sovereign debt of their countries of origin may lead to the exclusion of 

those countries from accessing the ESM facility. In other words, in such a context, reducing 

the idiosyncratic risk ("idiosyncratic risk")3 exacerbates the risk of insolvency (Bofinger 

2018). 

The third mechanism, in line with the above proposals, is the creation of a 'euro safe 

asset', which proposes that financial intermediaries buy a standardized diversified 

government bond portfolio and use it as a security for "tranches" issued securities’’. In 

addition, it is stipulated that access will be "only those countries which have not lost access to 

the market, as this automatically results in the exclusion from the security of new issues". Up 

to 60% of debt will be part of good-quality senior debt, and the remainder will be part of the 

bond, including subordinated debt, which has a lower repayment priority, in case of 

bankruptcy or liquidation, therefore, carries more risk.  

However, given that the majority of government bonds in the southern economies 

have lower credit ratings, it is obvious that their debt will be part of the underwriting of the 

                                                           
3 The endemic risk, which arises from excessive investment in a specific asset and not an entire investment 
portfolio. Contrary to systemic risk (the overall risk affecting all assets, such as stock market fluctuations or 
interest rates), idiosyncratic risk can be mitigated by diversifying an investment portfolio. 
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"safe asset", as it is difficult to find buyers for subordinated debt in times of crisis", as 

French-German economists themselves recognize. This proposal therefore greatly limits risk 

sharing, since heavily indebted countries will be covered by this common bond only up to a 

certain debt limit, as above this limit their debt is to be incorporated into that piece of the 

common asset, which is subordinated. As we understand, the risk-sharing or debt-to-equity 

swap that is proposed is fully dependent on market discipline, which, owing to the legacy of 

the global crisis and the crisis in the euro area, perpetuates 'inequality' between debtor and 

creditor countries. The problem is how to achieve a situation of more effective market 

discipline and higher stability without causing a crisis at the time of the introduction of the 

new regime (''transition problem')'. However, such a situation is unlikely because the vicious 

circle continues. 

The concern, of course, that emerges from the above is whether the market leads to 

"discipline" or "chaos’’. The global financial crisis of 2007/8, as well as the euro zone crisis, 

have shown that the market directs capital regardless of the fundamentals of an economic 

unit. The bubble of mortgages, which were rated with the highest credit rating, as well as the 

example of Europe's debt crisis, in which capital flows were directed massively, to countries 

such as Ireland, Spain, Greece, blooming bubbles, are typical examples of market failure to 

properly assess the risks (Stiglitz 2016). 

B. The euro zone needs a "veil of ignorance" in order to move on 

The institutional adoption of market discipline in the functioning of the euro zone creates an 

"inconsistent trinity". In particular, the creation of a common European safe asset is not 

consistent, at the same time, with maintaining the vicious cycle of sovereign-bank nexus on 

the one hand and market discipline on the other. Because the market will de facto put out of 

its options the bond tranches of the countries involved in the vicious circle of banking and 

financial crisis, making the secure asset “common” only for countries that do not face such 

problems. Also, the lack of a single asset is de facto given if we leave the vicious circle of 

banks and sovereign debt still along with market discipline, unless the aim is simply financial 

integration, that is, not to be concerned with the existence of a mechanism for financing states 

in emerging market exclusion situations, but only the ability of banks to diversify their 

investment portfolios of "common" debt instruments that will include debt only by 

characterized as AAA economies. In this way, they can be cut off even more easily from their 

country of origin if they face fiscal problems, leaving it totally cut off from any public debt 
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financing. Finally, the simultaneous selection of the common asset together with market 

discipline is functional only if there is no vicious circle between bank and public debt, that is, 

mechanisms of at least amortization of bank debt (see Figure 1). 

 

The incompatible triangle of reforms (Figure 1) 
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Therefore, the issue is how we can create a new social contract for the European 

Monetary, Banking and Financial Union and how we could do it fairly. Political philosopher 

John Rawls offers us the answer, with the thought of the "veil of ignorance". In particular, 

Rawls argues that the development of a new social contract should aim at preserving the 

institutions needed for the value of the policy of freedom and justice. So, when we create a 

new institution, we should all be at the same starting point, although we could never 

eliminate all our personal prejudices. However, we would need to take steps, at least, to 

minimize them. Rawls suggests imagining that we are in an initial position, behind a "veil of 

ignorance". Behind this veil, we know nothing about ourselves and our physical abilities or 

our place in society. We know nothing about gender, race, ethnicity or individual preferences 

(Rawls 1971).  

The concept of the "veil of ignorance" is, in other words, the elimination of all kinds 

of "legacies", which in the case of the euro zone include the high stock of non-performing 

loans in some countries (Buti et al 2018). Public debt is also a critical part of the heritage of 

the crisis, but the restructuring of public debt is politically unattainable. In addition, financial 
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stability is the most decisive parameter for economic growth and thus for the reduction of 

public debt. So, if we find a solution to limit the risk in the banking sector, we are paving the 

way for the European Deposit Insurance System, which “will contribute decisively to 

breaking the vicious circle of bank and state debt”, as the governor of the central bank of 

Spain commented (Reuters 2018). But the main obstacle to this process is again the fear of 

"moral hazard". Some Member States are afraid that losses will be incurred in their own 

banks by the banks of other Member States. Germany, the largest economy in the EU, has 

long opposed plans to share bank risks, fearing that German taxpayers will end up paying the 

bank account of danger in other countries. This fear would be based on whether the 

mechanism that would absorb bad loans would be based on taxpayers' money. However, if 

the mechanism is based, in particular, on equity or capital, which derives from the market, 

albeit with a guarantee from the Member States, the risk is drastically reduced. 

Klaus Regling, the director of ESM, has said he supports the proposals of the 

European Banking Authority (EBA) to create a pan-European "bad bank" to absorb non-

performing loans, stating that such a plan It may need a role for the public sector, adding that 

“the new (public) entity will aim to acquire up to 250 billion euros, from about 1 trillion of 

non-performing loans” (Reuters 2017). The proposal of the head of the EBA, Andrea Enria, 

includes the establishment of a European Asset Management Company, funded mainly by 

private funds, which will buy and sell bad loans based on the market value, with a possible 

significant loss in relation to the nominal value, and it is proposed that it will have to sell the 

assets within the next three years and if the sales are not realized, the state will intervene. In 

this way, no other Member State is burdened with any losses on bank loans from other 

countries, because if a specific acquisition and selling operation fails, the reporting country 

will be the one to recapitalize the bank and the shareholders of that bank will bear the cost if 

the value of the transfer of bad debts is lower than their book value (Enria 2017). 

Therefore, an idea, in addition to the above, would be to sell, with a significant 

discount, the total amount of non-performing loans of European banks (especially the 

"southern" banks) to a special purpose vehicle (SVPs), covered by the ESM. ESM does not 

use taxpayers' money to fund its programs because it collects money from the capital 

markets, being one of the largest bond issuers. Of course, this ability of ESM is based on the 

fact that its 19 shareholders, i.e. the euro area countries, have earmarked € 700 billion out of 

which 81 have been paid, constituting the base on the high ESM credit rating. The proceeds 

from these loans would be directed directly to ESM in order to gather the initial funds to 
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assume its role as the Financial Guarantee of the Deposit Guarantee Fund. This would be a 

solution to bypass Franco-German proposals which provide for additional premiums for 

countries with increased political risk and that the first losses should be covered by the 

assistance of the country making use of the common fund. The sale of non-performing loans 

by the most vulnerable European banks at ESM would reduce the risk of a potential financial 

burden on Germany and its allies, namely moral hazard. 

Reinforcing confidence between Member States and reducing moral hazard, we can 

move on to the next ('fiscal') step. According to the Franco-German proposals, there is a need 

for a new institutional structure, since "the institutions matter because governance cannot be 

based only on the rules", but also on their uniform and effective enforcement, given the fact 

that "the fiscal and macroeconomic governance of the euro area suffers from significant 

shortcomings, such as the complexity and ambiguity between the institutions and their 

functions." 

In order to address these shortcomings, we can accept the proposals introducing the 

ESM and the Stability and Growth Pact (TSCG) into the European legal order so that they 

fall within the scope of the European Court of Justice (ECJ) and that makes them binding and 

enforceable. It is also reasonable to distinguish between the task of prudential supervision and 

the decision to impose sanctions on delinquent Member States. The Commission and the 

Euro group can share these roles "in order to minimize political interference in budgetary 

surveillance", "by creating an independent budgetary observer within the European 

Commission (for example, a special Commissioner) or alternatively by moving role of the 

overseer outside the Commission (although this would require a revision of the Treaties)" 

(Wieser 2018). 

And if it is strengthened by creating fiscal stability and confidence between Member 

States, after a short transitional period of 2-3 years, there will be no other reason for delaying 

the introduction of an explicit type of mutual debt amalgamation through Eurobonds. 

3. Can there be a "change window", such as 2012, for the completion of the 

banking union? 

A) The "Opportunity window" of 2012 

The term "banking union" was first introduced in the European public debate at the end of 

2011 and was widely used by European officials in the spring of 2012 (Veron 2015). Until 
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then, the EU followed the recommendations of the Jacques de Larosière report, which 

rejected the introduction of a single surveillance mechanism as unrealistic, and recommended 

the creation of the European Banking Authority (EBA) to organize a more formal 

coordination of national supervisory authorities. Given this shift, the question that arises is 

why there has been such an important change in regulatory and supervisory policy or, in other 

words, how has this "window of opportunity" been opened? According to the theorems of 

"multiple streams theory"4, the "window of opportunity" in mid-2012 appeared as a result of 

the coincidence of two main streams: the political stream and the stream of emergence of the 

problem ("problem stream"). Spain's request for financial support was a turning point in the 

process of building and understanding the euro zone problem ("framing contest")5. The cause 

for a central European banking oversight was the need for a direct recapitalization of some 

problematic Spanish banks by the European Stability Mechanism (ESM), but without further 

burdening the state budget6. Chancellor Merkel has demanded in return for this concession, 

which has sparked fierce debate in Germany7, that all systemically important banks are 

placed under the supranational control of SSM. However, it is important to underline that "if 

Spain had agreed to an adjustment program before the spring of 2012, the window of 

opportunity for the banking union would not be opened because the bank recapitalizations 

would have been negotiated bilaterally with the Troika. Also, Spain itself was very willing to 

entrust the supervision of its banking sector to a supranational institution, which would allow 

it to recapitalize directly to prevent the increase in public debt (De Rynk 2014). 

From the understanding of the crisis as an individual "symptom" of some small and 

weak economies, European leaders, and Angela Merkel in particular, had to recognize the 

systemic crisis ("illness"), stemming from the problematic Euro zone architecture and, 

                                                           
4 This analysis focuses on three categories of independent variables that interact with each other, opening 
"windows of opportunity" to define the thematic agenda: The problem stream relates to the perceptions of 
problems that are considered "public", the stream of policy (policy stream) arises with the production of 
experts and analysts dealing with problems and proposing solutions, and the political stream includes factors 
such as changes in national mood, executive or legislative party turnover etc. (Kingdom 1995). 
5 The "context of interpretation" of a problem, generally refers to "the way in which political elites, such as the 
media, politicians, interest groups and other political actors, define the political space and create the limits 
within which to take account of public policy issue ". (Boin et al 2009, Callaghan & Schnell 2014) 
6 EFSF initially paid € 37 billion to the Spanish government in December 2012 to recapitalize BFA Bankia, 
Catalunya Bancó, Nova Caixa Galicia and Banco de Valencia and almost another € 1.9 billion in February 2013 
for Liberbank, CEISS, Caja3 and Banco Mare Nostrum ". http://economic-research.bnpparibas.com/html/en-
US/Spanish-banks-persistent-difficulties-6/21/2013,22357 
7 A group of 160 German economists, under the acclaimed economist Werner Sinn, voiced a "great concern 
about the step towards the banking union, which would lead to the collective guarantee of bank debts to the 
Eurosystem". http://openeuropeblog.blogspot.com.es/2012/07/how-many-german-economists-does-it-
take.html 
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consequently, the European Financial Stability Facility (EFSF) - set up to provide support to 

Ireland, Greece and Portugal - to the creation of a permanent crisis resolution mechanism the 

European Stability Mechanism (ESM), in order to curb the European systemic crisis, as 

demonstrated by the Spanish banking crisis. 

The current momentum of the problem and the change in the context of understanding 

the crisis met the political developments (political currents) that took place in critical 

countries, i.e. Italy, Spain and France between November 2011 and May 2012. The first 

political change took place in Italy in November 2011. The technocratic government of Mario 

Monti replaced the government of Silvio Berlusconi, who resigned on 12 November 2011, 

under pressure of financial markets, with Italian bonds reaching the record 528 points a few 

days before Berlusconi resigns. Mario Monti, on the other hand, was welcomed with great 

satisfaction by the financial markets. 

With Spain's government bond yields approaching the levels of Portugal and Greece 

in their time of need, Socialist Prime Minister Zapatero called early elections and in 

December 2011 the conservative leader Mariano Rajoy emerged as a winner with a very 

rigorous financial agenda supporting "an adjustment of 65 billion euros in the next two 

years", the largest ever in Spanish history. Six months later, in May 2012, François Hollande 

won the presidency of France, promising a "new start" and ending the austerity measures 

promoted by Germany. The effect of the above political changes was shown at the European 

Council of 28-29 June 2012, which was a "victory" of the countries of the South against 

Germany, forcing Merkel to make two important concessions: first, the folding of private 

sector’s participation in the event of rescue and restructuring of public debt, which resulted in 

soaring interest rates for the counterparts of the southern countries. The other big concession 

was to accept the immediate recapitalization of the banks by ESM, without burdening the 

state budget. 

So, combining these two parameters has created new opportunities for action, 

recalling Hugo's aphorism that "Nothing is more powerful than an idea of which time has 

come" because the content of ideas is important for decision-making. However, the potential 

of the actors does not automatically lead to policy change. 

B) Can a new "window of opportunity" be opened at this time? 



11 
 

At the end of March 2018, at the Euro zone leaders' summit, they decided that "in the 

next six months, the work of finance ministers should focus on areas where the convergence 

of views is greatest. Gradual progress on issues such as the completion of the Banking Union 

and the transformation of ESM into the so-called European Monetary Fund should 

significantly strengthen the resilience of EMU” (Euro Summit 2018). The French president 

has supported the need for a pan-European bank deposit guarantee fund, as well as the 

completion of the Single Resolution Fund, funded by ESM. A few weeks before the Summit, 

Emmanuel Macron believed that together with German Chancellor Angela Merkel they 

would present a common line for the planned Euro zone reform at the Summit but that was 

not confirmed. 

As a result, President Macron appeared at the Summit with a symbolic and substantial 

presence between former Spanish Prime Minister Mariano Rajoy and Portuguese leader 

Antonio Costa, wishing to emphasize the formation of a pole against the reluctance of Berlin 

and its allies, countries of Northern Europe plus the Netherlands, which do not want to 

support any form of mutualisation (EURACTIVE 2018). In this context, the Danish, 

Estonian, Finnish, Irish and Latvian finance ministers in a joint communiqué in March 2018 

referred to their reservations about the current reform plans, while at the same time 

highlighted as the first item on the agenda, the budgetary discipline (Reuters 2018). 

Also, in a seminar organized by Banco de España on "Strengthening the economic 

governance of the euro zone8, the above contradictory strategies of the Member States were 

unfolded very clearly. German Finance Ministry spokesman Ludger Schuknecht argued that 

"because of the precarious debts accumulated in the banks of some countries, which are 

added to the already high public debt, it is very difficult to make some progress in terms of 

the banking union ". On the other hand, the President of the Bank of Spain (Luis Maria 

Linde) and the Spanish Minister of Economy, Industry and Competitiveness (Román 

Escolano) stressed the need for "common rules for the resolution of troubled banks, the 

management of bad loans, the existence of a fiscal stabilization mechanism, the establishment 

of a common finance minister in the euro zone and the establishment of an authority 

requiring a uniform and consistent enforcement of the financial rules of the Stability Pact in 

order to increase confidence in all Member States, and seize the phenomenon of transferring 

capital only to the theoretically safer northern economies. " (ABC Empresa 2018).  

                                                           
8 ‘Strengthening euro area economic Governance: short-term priorities and the long-term view’, Banco de 
España, 23 Μαΐου 2018. 
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Compared to mid-2012, when the foundations of the banking union were laid, there 

are significant changes to the factors that opened the window of opportunity. With regard to 

the problem itself, the economic situation is clearly more stable and the spreads of the 

southern countries, despite the recent political turmoil in Spain and Italy, remain under 

control, in comparison to the 500 basis points that had reached the ten-year Italian bonds at 

the end of 2011. At the political level, apart from President Macron, the leaders of the other 

core countries, namely Italy and Spain, have just taken office and their dynamics are not yet 

clear. In Italy, the new coalition government is based on two parties (the Five Star and the 

Lega of the North Movement), which are doubtful whether they have the power to handle the 

tedious and demanding negotiations at European level. However French President Macron 

intends to create an anti-German strategy based on close Italian-French co-operation and is 

therefore seeking a common front with the new Italian Prime Minister Giuseppe Conte (La 

Stampa 2018). In Spain, the government of Socialist Pedro Sánchez, who became the first 

Spanish politician to unseat a prime minister, Mariano Rajoy, through a motion of no-

confidence, is based on a heterogeneous parliamentary majority. Starting from the anti-

systemic Podemos, it includes the center right Ciudadanos and ends up in the Basque 

separatist party (EH Bildu). So, it is doubtful whether the Sánchez government can negotiate 

abroad, indifferent to domestic controversies among the heterogeneous members that make 

up the parliamentary majority. In addition, Chancellor Markel herself is politically weaker 

than in 2012 when she made the two fundamental concessions we mentioned, since after the 

September’s 2017 elections she was found to have significantly smaller electoral forces and 

she is more dependent on the allies from CSU that are opposed to any further promotion of 

the European venture (NEW EUROPE 2018). 

Therefore, in the current context, it is highly unlikely to open a new window of 

opportunity for important steps towards reforming the euro zone, but risking creating a new 

and perhaps more existential crisis. 

Instead of conclusions: The political stakes and the substitution of goals by 

means 

The Franco-German proposals for euro zone reform consider risk sharing and market 

discipline as complementary and insoluble elements, which should be conditio sine qua no 

for the new Euro zone architecture. In this context, the market has a greater ability to 
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influence political decisions, as market discipline requires governments to be under their 

control in the most clear and institutionally regulated way, de facto and de jure.  

At a time when, as the Franco-German economists themselves say, "weaknesses in 

the fiscal architecture of the euro area have caused political problems" and that "this is partly 

due to the weakness of the euro area to face the problems of the countries which are in a state 

of insolvency, other than emergency loans, which are subject to tough fiscal adjustment" is at 

least contradictory and paradoxical. It is logical that in the era of financialisation and of 

"private Keynesianism" (Crouch 2011), in which the States, businesses and citizens are 

increasingly dependent on debt accumulation, the problem of disorder of the Market needs to 

be addressed by more political integration at European and world level. And the European 

Union is historically the most interesting political venture of the 20th century because it has 

united many different cultural, economic, political, legal, etc. national entities to achieve a 

political goal, basically using economic means. 

However, the big difference with previous stages of European integration is that in the 

past the economy was the means and not the goal, and the recent proposals reversed this 

constitutional principle of Europe by raising the economy as a key aim of the whole project. 

So Europe is at risk of becoming from a pioneer in the democratization of globalization - by 

transferring popular sovereignty from national to supra-national to deal with transnational 

problems - the most vulnerable supra-national actor. The pressure it receives from 

uncontrolled markets is institutionally concentrated in "transnational tensions between the 

Member States of the European Monetary Union itself", which is the epitome of "executive 

federalism" (Habermas 2015). In this place, institutional fragmentation is the weak point that 

"allows market imperatives to be transposed into national budgets without proper democratic 

legitimacy", thus leading, with the abusive abduction, to the conclusion that "the European 

Union can resist financial speculation only if it acquires the necessary political momentum 

for the convergence of the economic policies of the Member States with a view to social 

development"(Habermas 2012). 
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