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SUMMARY The EU's response to the 
financial and economic crisis has been 
characterised by the prominent role of the 
European Council. Moreover, a number of 
anti-crisis instruments have been adopted 
outside the EU framework in order to 
overcome political and legal hurdles and to 
speed up negotiations. 
The EP has played a very limited role in the 
development of agreements adopted outside 
the EU framework, but it does have some 
involvement in the implementation of these 
instruments, although usually merely through 
a right to being informed. 
This minimal participation of the EP in anti-
crisis decision-making is seen as a major 
shortcoming in the democratic legitimacy of 
European economic governance. While inter-
parliamentary cooperation between the EP 
and national parliaments is regarded as a 
necessary tool in a multi-governance system, 
the EP is considered to be the most 
appropriate body to scrutinise decision-
making at EU level. 
Proposals aimed at ensuring greater 
involvement of the EP in economic-
governance decisions include the creation of a 
new EP committee responsible for euro-area 
matters. A greater link between the EP election 
campaign and the policies of the Commission 
is also seen as a means to increase legitimacy. 
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Background 

Prominence of the European Council 
The regulatory framework established to 
deal with the effects of the financial and 
economic crisis in the EU is increasingly 
fragmented. It is a mixture of instruments 
adopted by the EU institutions as well as 
intergovernmental treaties, binding acts and 
coordination measures, which address 
either all Member States (MS), just some or 
only those in the euro area. The adoption of 
many of these instruments was character-
ised by short negotiation periods as well as 
the need to overcome political blockages. 
This led to some being agreed outside the 
confines of the EU Treaties and, as a 
consequence, with limited European 
Parliament (EP) participation.  

In this context, the euro crisis has also 
resulted in a shift of political weights in the 
EU, with the European Commission's 
agenda-setting power decreasing while the 
European Council has gained prominence in 
anti-crisis decision-making. This prominent 
role is seen by many as a consequence of 
the crisis, by nature, requiring political 
leadership rather then a technocratic 
approach. 1 
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"One decision does not fit all" 
In the course of the euro crisis, the 
heterogeneous interests within the EU and 
the difficulty in amending the EU Treaties 
has resulted in the rise of so-called 
"differentiated integration".  

Differentiated or flexible integration – in 
which policies do not apply uniformly to all 
MS – was suggested in the early 1990s, as a 
means of resolving the ongoing debate on 
the choice between inter-governmentalism 
and supranationalism. Whereas some MS 
have pushed for deeper EU integration, 
others have preferred an 'à la carte' 
approach. Furthermore, EU enlargement 
provoked discussions on a 'two-speed or 
multi-speed Europe', as well as the idea of 
'core Europe'. 

Herman Van Rompuy, President of the 
European Council, underlined in 2010 that 
the "one-decision-fits-all" approach cannot 
be the only response to the challenges 
posed by the economic and financial crisis. 
He called for different patterns of European 
integration to be explored. And he noted 
that "often the choice is not between the 
Community method and the inter-
governmental method, but between a 
coordinated European position and nothing 
at all." German Chancellor Angela Merkel 
spoke in this context about a new, "Union 
method" consisting of "coordinated action 
in a spirit of solidarity".2 

It is widely claimed that the activist role of 
the European Council as well as the revival 
of differentiated integration in the 
responses to the crisis has reinforced the 
intergovernmental model of decision-
making, and marginalised the EP in some 
cases.  

Institutional challenges of 
differentiated integration (DI) 

Institutional framework 
Instances of DI range from sector-specific 
opt-outs to agreements involving certain MS 
(e.g. euro area) or even non-EU MS (e.g. the 

Schengen area). Involvement of the EU 
institutions, and particularly the EP, in the 
adoption and implementation of DI 
depends on whether it takes place within or 
outside the EU framework. 

Within the EU framework 
DI within the confines of the Treaties is 
characterised by its integration into the EU 
institutional framework. The prime example 
of differentiated integration within the 
Treaties is Article 136 TFEU, which enables 
adoption of specific measures for the euro 
area MS. Enhanced cooperation is a flexible 
instrument allowing a group of MS to press 
ahead with measures in certain 
circumstances. Under enhanced cooper-
ation the EP maintains the legislative 
powers it has under the relevant legal base. 
Whereas only participating MS may vote in 
the Council on decisions implementing 
enhanced cooperation, all MEPs are entitled 
to vote on them in the EP. Use of enhanced 
cooperation is envisaged, for example, for 
establishing a Financial Transaction Tax.  

Open method of coordination 
The open method of coordination (OMC) 
results not in binding legislation but in soft 
law. It seeks to encourage and promote the 
implementation of best practices by the MS, 
in particular through peer pressure, in order 
to achieve greater convergence. The OMC 
has recently been applied as an instrument 
of economic coordination. In this field, with 
the Council supervising the process, there is 
little involvement for the other EU 
institutions and in particular the EP. 
Implementation of such coordination is 
therefore not fully integrated in the EU 
institutional framework.  

Outside the EU framework 
MS have resorted to intergovernmental 
treaties, either to overcome legal obstacles 
or when unanimous support from all MS was 
not available. As a general rule, EU 
institutions are not involved in inter-
governmental agreements concluded 
between MS. However, recent instruments 
do allocate specific tasks to some EU 

http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/116691.pdf
http://www.library.sso.ep.parl.union.eu/lis/lisrep/09-Briefings/2011/110124REV1-Enhanced-Cooperation-FINAL.pdf
http://www.library.sso.ep.parl.union.eu/lis/site/policyAreaPostDetail.form?postId=50533&policyAreaId=
http://www.eurofound.europa.eu/areas/industrialrelations/dictionary/definitions/openmethodofcoordination.htm
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institutions, e.g. the Commission, the 
European Central Bank and the Court of 
Justice of the EU (CJEU), as well as 
establishing certain rights to information for 
the EP.3 

Positions on DI 
DI is often considered as a tool to overcome 
deadlock by allowing MS (and non-MS) to 
cooperate at different levels of integration, 
inside or outside the confines of the 
Treaties.4 It has been argued that it may be 
"better to make a step forward outside the 
Union instead of waiting indefinitely for a 
small step inside the EU".5 

However, the Commission warns in its 
Blueprint for a deep and genuine EMU of 28 
November against the excessive use of 
intergovernmental agreements in areas 
covered by the Treaties. It argues that this 
could result in a fragmentation of the legal 
framework and undermine the importance 
of EU law for the dynamics of integration. 
Many commentators also advocate a deeper 
EMU based on the institutional and legal 
framework of the Treaties, in order to secure 
a high level of democratic scrutiny through 
the EP, and to reduce the overall risk of a 
rupture between the participating and non 
participating MS.6 According to the 
Commission, intergovernmental solutions 
should be applied only as an exceptional 
tool where Treaty change is necessary, and 
only until the Treaties have been amended. 

Adoption and implementation of anti-
crisis measures 

Anti-crisis measures 2010-2012 
The degree of involvement of the EP in the 
shaping and adoption of crisis-resolution 
measures adopted by the EU, as well as by 
the MS, depends on whether the 
instruments are within or outside the EU 
framework. However, the role of the EP in 
the implementation of those instruments 
remains rather marginal. 

 

 

Euro Plus Pact 
The Euro Plus Pact for economic policy 
coordination for competiveness and 
convergence was agreed by 23 MS under 
OMC, and thus without formal EP 
participation. The Pact establishes links with 
the EU institutional framework, stating that 
it "will be discussed within the EU 
institutions" with the Commission preparing 
a report on the annual fiscal commitments 
of the MS and the EP playing "its full role in 
line with its competences". However, no 
active role is foreseen for the EP in the 
scrutiny of national implementing 
measures.7 The EP has expressed concern at 
the current arrangement and called for it to 
be more actively involved in the process.  

Six-pack and European Semester 
The six-pack consisting of five Regulations 
and a Directive8 reformed the economic 
surveillance regime introduced by the 
Maastricht Treaty. It was adopted under the 
"Community method" with the EP playing 
an important role in shaping the 
coordination process.9 The EP has been 
credited with ensuring, against the wishes of 
some MS, greater power for the Commission 
to impose sanctions on MS infringing the 
deficit rules through use of reverse qualified 
majority by the euro area MS in the 
Council.10  

The six-pack also codified the European 
Semester as an annual six-month cycle 
within which national structural reforms are 
coordinated and recommendations adopted 
by the European Council. In this context, 
commentators consider the EP's greatest 
achievement during negotiations the 
introduction of the "economic dialogue". It 
establishes the right of EP committees to 
invite the President of the Council, of the 
Commission and of the European Council to 
appear before the committee and discuss 
coordination and surveillance measures. 
However, it does not establish any formal 
duty for the relevant actors in the economic 
dialogue to report to the EP. Parliament is 
also not able to take any binding decisions 

http://ec.europa.eu/commission_2010-2014/president/news/archives/2012/11/pdf/blueprint_en.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ecofin/119810.pdf
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&reference=P7-TA-2011-0331&language=EN
http://euobserver.com/economic/113761
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:306:0012:0024:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:306:0012:0024:EN:PDF
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or to amend Council recommendations.11 
Therefore, the EP called in its report on the 
European Semester for economic policy 
coordination to be involved in the overall 
evaluation at the end of the European 
Semester to give the process greater 
democratic legitimacy.  

Amendment of Article 136 TFEU 
A new paragraph 3 was introduced into 
Article 136 TFEU to enable the creation of 
permanent mechanisms for financial aid. 
The amendment was made using the 
simplified treaty revision procedure under 
Article 48(6) TFEU, providing only for 
consultation of the EP. Amendments 
proposed by the EP, for instance proposing 
that the conditions for the provision of a 
financial assistance be determined by an EU 
regulation adopted under co-decision, were 
not taken up by the European Council.12 

European Stability Mechanism (ESM) 
The European Stability Mechanism (ESM) 
was signed on 2 February 2012 as an 
international agreement between the euro 
area MS outside the EU institutional 
framework. As such, there was no obligation 
to consult the EP. Despite the EP's request to 
participate in negotiations, it was not 
involved in either its preparation or 
adoption. Moreover, no accountability or 
even reporting duty for the Commission vis-
à-vis the EP, regarding its activity under the 
ESM, was established, as proposed by many 
commentators. 

Fiscal Compact 
In contrast to the ESM, the EP was invited to 
send four representatives to negotiations on 
the Treaty on Stability, Coordination and 
Governance in the Economic and Monetary 
Union (TSCG or Fiscal Compact) aimed at 
fostering budgetary discipline and 
strengthening the coordination of the 
economic policies among MS. As unanimous 
MS support for amending the Treaties could 
not be found, the Fiscal Compact was 
concluded by 25 MS outside the EU 
framework. The UK and the Czech Republic 
did not sign the Fiscal Compact.  

Some commentators praised the EP for 
acting as the real guarantor of the EU acquis, 
by securing the implementation of the 
stability, coordination and governance 
principles of the Compact through 
secondary legislation adopted with EP 
involvement, as well as a "repatriation" 
clause foreseeing the future incorporation of 
the Compact's provisions into the EU legal 
framework.13 However, no EP participation 
in decisions taken under the TSCG is 
envisaged, although the EP President may 
be invited to Euro Summits. Inter-
parliamentary cooperation on fiscal policy 
between the EP and the national 
parliaments is also foreseen, although 
Article 13 TSCG provides only for the EP and 
of national parliaments to "discuss" policies 
and other issues covered by the TSCG. 

Two pack 
In November 2011, the Commission 
proposed two draft Regulations applying to 
euro-area MS – for monitoring and 
correction of excessive deficits and on the 
strengthening of economic and budgetary 
surveillance. The two-pack is to be adopted 
under the ordinary legislative procedure. In 
its first reading position, the EP proposed, 
inter alia, the partial pooling of eurozone 
debt through a European Debt Redemption 
Fund and legal protection for countries at 
risk of default. The EP also seeks to 
strengthen the democratic oversight of the 
Commission's powers to ask MS to change 
their budgetary plans. It has been argued 
however that this would compromise the 
rapid-response character of the procedure. 
The proposal is still the subject of trialogue 
negotiations with the Council. 

Banking Union 
The Commission tabled in September 2012 
proposals for common bank supervision, 
including a proposal on the supervision of 
eurozone banks by the ECB and on relations 
between the ECB and the European Banking 
Authority. Whereas the latter is subject to 
the ordinary legislative procedure, the 
former is based on Article 127(6) TFEU with 

http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+REPORT+A7-2012-0312+0+DOC+PDF+V0//EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+REPORT+A7-2012-0312+0+DOC+PDF+V0//EN
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+REPORT+A7-2012-0312+0+DOC+PDF+V0//EN
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:091:0001:0002:EN:PDF
http://www.efsf.europa.eu/attachments/esm_treaty_en.pdf
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2012-2
http://european-council.europa.eu/media/639235/st00tscg26_en12.pdf
http://european-council.europa.eu/media/639235/st00tscg26_en12.pdf
http://european-council.europa.eu/media/639235/st00tscg26_en12.pdf
http://www.oxan.com/display.aspx?ItemID=DB172579&StoryDate=20111213
http://www.oxan.com/display.aspx?ItemID=DB172579&StoryDate=20111213
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:DKEY=627835:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:DKEY=627834:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:DKEY=627834:EN:NOT
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P7-TA-2012-243
http://www.euinside.eu/en/analyses/the-ep-and-the-council-negotiate-again-on-the-eurozone-governance
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0511:FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0511:FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0512:FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0512:FIN:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2012:0512:FIN:EN:PDF
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the EP only consulted. However, the EP has 
stated that it will treat the two regulations 
as a package, to enhance the democratic 
legitimacy of the proposals. Furthermore, 
the ECON committee of the EP demanded in 
its report on the Commission proposal for 
bank supervision by the ECB for the EP to be 
able to hold inquiries into alleged failures of 
the ECB supervisor and to approve the chair 
of the supervisory board. 

Assessment of the EP's role 
The limited participation of the EP in the 
adoption of anti-crisis measures is often 
justified by MS as a means to ensure 
legislation can enter into force quickly, with 
differences between Parliament and Council 
slowing agreement. 

However, most commentators assess 
positively the "activist" role of the EP in the 
adoption of anti-crisis measures and 
acknowledge an improvement in the EP's 
position in macro-economic policy-making 
in comparison with the earlier Stability and 
Growth Pact.  

As the examples of the ESM and the Fiscal 
Compact show, whereas other EU 
institutions such as the Commission and the 
CJEU are involved in these mechanisms, the 
EP faces the risk of being sidelined not only 
in adoption but also in implementation of 
such intergovernmental agreements. 

Despite its lack of a formal role in 
agreements adopted outside the EU 
framework, the EP did have a "say" in the 
preparatory works. Moreover, the EP's 
participation in the implementation of crisis-
resolution measures is seen to be limited to 
mere rights to information, with no power 
to take binding decisions under the 
economic governance instruments. 

Economic governance and 
democratic legitimacy 

The new economic architecture of the EU is 
said to lack democratic control and 
accountability. In particular, the two-pack 
brings new powers for the Commission, in 

controlling the budgetary plans of the MS, 
while the financial stability instruments are 
equipped with considerable financial means 
from public funds. These measures have 
been criticised for withdrawing control 
powers from national parliaments, with no 
compensation for this democratic gap from 
equivalent powers for the EP. 

These shortcomings in the democratic 
legitimacy of crisis-resolution measures are 
considered to lead to a lack of efficiency in 
such measures, as the EC is seen by national 
parliaments and other national actors as an 
instrument of MS executives.14 

The question of the level at which 
democratic legitimacy of economic 
governance measures should be provided is 
controversial. As national parliaments 
traditionally hold budgetary prerogatives at 
national level, many see them as the only 
source of legitimacy for such measures. 

This was underlined by the German 
Constitutional Court in its Lisbon ruling in 
2009. The Court held that only national 
parliaments can provide (fiscal) legislation 
with the necessary democratic legitimacy 
since the EP is not elected on the basis of full 
electoral equality between Union citizens 
("one man, one vote" principle).  

Van Rompuy's final report, "Towards a 
genuine economic and monetary Union", 
states that democratic control and 
accountability should occur at the level at 
which decisions are taken, while ensuring 
that the common interest of the EU is taken 
duly into consideration. The report points 
out that national parliaments are not best 
placed to take the common interest into 
account and therefore proposes "commen-
surate involvement of the EP in the 
integrated frameworks for a genuine EMU". 

Inter-parliamentary cooperation between 
EP and national parliaments is thus seen by 
many as a necessary tool in a multi-level 
governance system. This is already reflected 
in Article 13 of the Fiscal Compact, which 

http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+TA+P7-TA-2012-0353+0+DOC+XML+V0//EN&language=EN
http://www.europarl.europa.eu/sides/getDoc.do?type=REPORT&mode=XML&reference=A7-2012-392&language=EN
http://www.bruegel.org/publications/publication-detail/publication/758-on-the-effectiveness-and-legitimacy-of-eu-economic-policies/
http://euobserver.com/economic/116012
ttp://www.bruegel.org/publications/publication-detail/publication/758-on-the-effectiveness-and-legitimacy-of-eu-economic-policies/
http://www.bruegel.org/publications/publication-detail/publication/758-on-the-effectiveness-and-legitimacy-of-eu-economic-policies/
http://www.bundesverfassungsgericht.de/entscheidungen/es20090630_2bve000208en.html
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/134069.pdf
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ec/134069.pdf
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provides for discussions between the EP and 
national parliaments on budgetary matters. 

Those arguing against this approach cite the 
institutional indivisibility of the EP as 
representative of EU citizens, and affirm that 
it is the only EU institution in which 
solidarity and mutual trust between MS and 
nationals can be achieved. The institutional 
unity of the EP is seen as a counter-weight 
to eventual fragmentation of the EU 
framework, and to divisions between MS as 
a result of DI.17 

However, in its Blueprint for a deep and 
genuine EMU the Commission stated that 
inter-parliamentary cooperation as such 
may not ensure democratic legitimacy for 
decisions taken at EU level. For this a 
representative parliamentary assembly, in 
which votes can be taken, would be 
necessary. The Commission paper concludes 
that "The European Parliament, and only it, 
is that assembly for the EU and hence for the 
euro."15 

Politicisation of EU policies 
Some of those who perceive a lack of 
legitimacy in anti-crisis measures conversely 
attribute the democratic deficiencies to the 
technocratic approach of EU policies as 
implemented by the Commission. Many see 
the possibility for the EP to participate 
actively in the creation of a new European 
political space by transforming the EP 
elections into an electoral competition for 
the government of Europe, in which the 
different political groups present competing 
policies along with candidates for 
Commission President.18 

Possible solutions  

New structures in the EP? 
Some commentators argue that the position 
of the EP as guarantor of democratic 
legitimacy could be undermined by the fact 
that many MEPs are elected in MS outside 
the euro area. It has been claimed that while 
MEPs represent Union citizens, issues 
dealing with economic governance are 
likely to spark or further prioritise national 
interests and sentiments in MEPs. As a 
consequence, very divergent views can be 
expected – and are seen already – between 
MEPs from within or outside the euro area, 
as well as from MS party, or not, to the ESM 
and the Fiscal Compact. 

Main references 

The Struggle of the European Parliament to 
Participate in the new Economic Governance / C 
Fasone, EUI Working Papers, RSCAS 2012/45, 
EUDO, 2012. 

The Democratic Governance of the Euro / L M 
Poiares Maduro, B De Witte, M Kumm, European 
University Institute, EUI RSCAS Policy Paper 
2012/08, August 2012. 

To address this problem, the establishment 
of a committee within the EP drawn solely 
from MEPs of euro area MS, possible also 
with participation of members of national 
parliaments has been suggested.16  The Future of Europe: Towards a Two-Speed EU? 

/ J-C Piris, Cambridge University Press 2012. 
This proposal was also taken up by the 
Commission in its Blueprint of 28 November 
stating that the EP could adapt itself to a 
stronger EMU by setting up a special 
committee on euro matters in charge of 
scrutiny of decision-making in the euro area. 

Disclaimer and Copyright 

This briefing is a summary of published information and 
does not necessarily represent the views of the author or 
the European Parliament. The document is exclusively 
addressed to the Members and staff of the European 
Parliament for their parliamentary work. Links to 
information sources within this document may be 
inaccessible from locations outside the European 
Parliament network. © European Union, 2012. All rights 
reserved. 

EP President Martin Schulz recently 
proposed the creation of a new committee 
to provide democratic scrutiny of EMU 
questions, with membership drawn only 
from participating states. 
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