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Outline:

— Overview: An ‘evolving’ EU economic
governance

— The new Macroeconomic Imbalance Procedure
(MIP)

e Merits
e Limits

— Implications
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An ‘evolving ’ EU governance

— Several changes since the start of the crisis
e Why?

e The original EMU design and the aim of economic
stability

— Until recently only focus on fiscal issues
* On the nature of the crisis

— |t failed to impact the current crisis
— Shift in recent weeks (Council of June 28)

— Still a lot to be done but move in the right
direction
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he new Macroeconomic Imbalance
Procedure: Merits

Learn from the crisis
Problem not only fiscal indiscipline (Spain & Ireland)
Monitor private sector behaviour

Early warning system to recognized build-up
imbalances

Semi-automatic sanction mechanisms
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he new Macroeconomic Imbalance
Procedure: Limits (1)

e This system may be useful for future crisis

— But crises will never be fully averted: risk will
accumulate in a different place
e Scoreboard must be put into context and case
by case assessment remains key

— DEU, IT & FR have currently same ‘red-lights’ (with
different size). Countries in adjustment looks
highly ‘imbalanced’, e.g. IRE
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he new Macroeconomic Imbalances
Procedure: Limits (Il)

e How can imbalances in the private sector be
redressed?
— Is it consistent with single market rules?

— Can misallocation of private resources be
realistically averted?

* Pre-emptive action require huge political
courage, unless sovereignty is surrendered.
How can we ensure it?
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Conclusions

— MIP good in intentions but impact may be
imited

— |t was oversold as solution to the current crisis

— Political will and courage at national level crucial
to ensure MIP effectiveness as crisis prevention
tool
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ABOUT CEPS

Founded in Brussels in 1983, the Centre for European Policy Studies
(CEPS) is widely recognised as the most experienced and
authoritative think tank operating in the European Union today.
CEPS acts as a leading forum for debate on EU affairs, distinguished
by its strong in-house research capacity, complemented by an
extensive network of partner institutes throughout the world.

Goals

— Carry out state-of-the-art policy research leading to innovative
solutions to the challenges facing Europe today,

— Maintain the highest standards of academic excellence and
unqualified independence,

— Act as a forum for discussion among all stakeholders in the
European policy process, and

— Provide a regular flow of authoritative publications offering
policy analysis and recommendations.
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