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1. Summary of petition

The petitioner calls on the Eurozone to develop elements of a common fiscal policy, including 
greater levels of risk sharing, to preserve and protect further attempts at financial and economic 
integration. In his view, Member States should tackle financial shocks together with an 
empowered centralised mechanism - or a jointly run institution - to resolve stressed financial 
entities and provide fiscal relief to Member States.

2. Admissibility

Declared admissible on 31 January 2019. Information requested from Commission under Rule 
227(6).

3. Commission reply, received on 9 July 2020

The Commission’s observations

In line with the reasoning presented by the petitioner, a vast majority of economic experts 
consider that the Economic and Monetary Union (EMU) remains incomplete and that 
challenging economic conditions could again test the resilience of the euro area1.

1 E.g., Bénassy-Quéré, A., M.K. Brunnermeier, H. Enderlein, E. Farhi, M. Fratzscher, C. Fuest, P. Gourinchas, P. 
Martin, J. Pisani-Ferry, H. Rey, I. Schnabel, N. Véron, B. Weder di Mauro, and J. Zettelmeyer (2018). Reconciling 
Risk Sharing with Market Discipline: A Constructive Approach to Euro Area Reform. CEPR Policy Insight 91, 
London. 
Berger, H., G. Dell’Ariccia and M. Obstfeld, (2019). Revisiting the economic case for fiscal union in the euro 
area, IMF Economic Review Vol 67(3).
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In her political guidelines2, the Commission’s President has clearly stated that she will prioritise 
the further deepening of the Economic and Monetary Union. In fact, some steps to strengthen 
the euro area have been taken following the great recession of 2008. This includes some key 
elements of a banking union and reinforced economic surveillance, notably the introduction of 
the Macroeconomic Imbalance Procedure mentioned by the petitioner. In addition, euro area 
Member States set up the European Stability Mechanism. While the reform momentum had 
somewhat faded with the economic recovery that followed the great recession, the COVID-19 
crisis has brought back to the fore the need for action to strengthen EMU resilience. 

In the wake of the COVID-19 outbreak, a number of temporary instruments have been created 
(or are under negotiation) to help euro area and Member States tackle the consequences of the 
pandemic and facilitate recovery in a spirit of solidarity. Those instruments have some 
countercyclical features and can temporarily increase EU financial capacity. They contribute to 
strengthen the euro area in the context of the pandemic.

First, a package of safety nets for workers, businesses and sovereigns has been adopted with 
some limited countercyclical effects. The temporary Support to Mitigate Unemployment Risks 
in an Emergency (SURE)3 aims at providing loans on favourable terms to Member States that 
need to mobilise significant resources to mitigate the impact of the pandemic via short-time 
work schemes or similar measures. SURE has a countercyclical feature as it would help lower 
the number of unemployed. In parallel, the European Stability Mechanism established the 
Pandemic Crisis Support, which can support financing of direct and indirect healthcare, cure 
and prevention related costs due to the COVID-19 crisis incurred by euro area Member States. 

Second, in May 2020 the Commission proposed a reinforced long-term budget of the EU of 
EUR 1100 billion for 2021-2027 and a temporary recovery instrument, called Next Generation 
EU4 (in grants and loans). Until the end of 2024, that instrument will provide Member States 
with grants and loans to address specific and new financing needs that have been revealed by 
the crisis, and can contribute to macroeconomic stabilisation. The Commission will 
exceptionally borrow these amounts on the financial markets (temporarily increasing the 
financial means at EU level), and the debt incurred will be repaid over a long period of time 
through future EU budgets – not before 2028 and not after 2058.

Taken together, the instruments above result in a massive strengthening of the EU and euro area 
firepower to support the Union’s economy and the Member States throughout the crisis and the 
recovery, and thus EMU resilience in this especially difficult period. However, those 
instruments are emergency tools of a temporary nature. With their gradual phasing out, in an 
environment of high debt legacy, a fiscal stabilisation capacity for the euro area will remain 
necessary to avoid that large shocks result in deeper and broader situations of stress that could 
jeopardise the monetary union. The lack of a strong fiscal centre in the architecture of the 
Economic and Monetary Union increases the burden on monetary policy and national fiscal 
policies, which acquires a particular relevance at times when monetary policy is close to the 

OECD (2018). OECD Economic Surveys: Euro Area, Paris.
Carnot, N., M. Kizior, and G. Mourre, (2017), Fiscal stabilisation in the Euro-Area: A simulation exercise, No 
17-025, CEB Working Paper, Bruxelles.
2 https://ec.europa.eu/commission/sites/beta-political/files/political-guidelines-next-commission_en.pdf
3 Council Regulation (EU) 2020/672 of 19 May 2020 on the establishment of a European instrument for temporary 
support to mitigate unemployment risks in an emergency (SURE) following the COVID-19 outbreak, OJ L 159, 
20.5.2020, p. 1–7.
4 COM(2020) 456 final.

https://ec.europa.eu/commission/sites/beta-political/files/political-guidelines-next-commission_en.pdf
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effective lower bound. Even Member States with sound public finances are prone to the sudden 
occurrence of market pressure and thereby at risk of running pro-cyclical fiscal policies in the 
downturn. A number of official EU reports have advocated the introduction of a central fiscal 
stabilisation capacity5. The European Central Bank and the European Fiscal Board have also 
argued in favour of it6. 

An empowered and permanent centralised mechanism as advocated by the petitioner would 
require deeper reforms. So far, these changes have proven difficult, reflecting significant 
differences in fiscal policy preferences across euro area Member States.

Conclusion

The petitioner rightly points to recognised gaps in the current architecture of the EMU. The 
banking union is not yet complete; risk sharing and macroeconomic stabilisation remain 
limited. Those gaps could undermine EU resilience to large economic shocks.

Temporary instruments to allow the EU to borrow have been put in place in the context of the 
pandemic, which will help EMU resilience during this crisis. However, the EU cannot normally 
borrow to smooth the effects of the cycle and the EU budget is too small to stabilise the 
economy. Improvements in the euro area ability to face large economic shocks beyond this 
specific crisis remain needed. The Commission Communication on the review of the economic 
governance framework published in February 20207 also noted that in absence of a central fiscal 
capacity with stabilisation features, the ability to steer the fiscal stance for the euro area as a 
whole remained constrained. It considered that the introduction of a stabilisation capacity of 
appropriate size would allow fiscal policy to contribute more to macroeconomic stabilisation at 
the level of the euro area as a whole. At the same time, progress will also need to be made on 
“risk reduction” in parallel to developing “risk sharing”. In this respect, the Communication on 
the review of the economic governance framework stressed that an effective framework needs 
to ensure the sustainability of public debt, including where it is most necessary, and the 
prevention and correction of macroeconomic imbalances.

5 COM 2012 (777) final.
Juncker J-C, with Tusk D., Dijsselbloem J., Draghi M. and Schulz M. (2015), The Five Presidents’ Report: 
Completing Europe’s Economic and Monetary Union, https://ec.europa.eu/commission/publications/five-
presidents-report-completing-europes-economic-and-monetary-union_en
European Commission (2017), Reflection Paper on the deepening of the Economic and Monetary Union, 
COM(2017)291. 
European Parliament (2017), Resolution of 16 February 2017 on budgetary capacity for the euro area, 
2015/2344(INI).
European Commission (2020). Economic governance review, Communication from the Commission to the 
European Parliament, the Council, the European Central Bank, the European Economic And Social Committee 
and the Committee of the Regions (COM(2020) 55 final).
6 Draghi M (2018), Hearing of the Committee on Economic and Monetary Affairs of the European Parliament, 26 
November.
European Fiscal Board (2019), Annual report 2019, https://ec.europa.eu/info/files/2019-annual-report-european-
fiscal-board_en
7 COM(2020) 55 final.
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