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Abstract
In the present paper I critically asses the Preface to the 2017 Reflection Paper on the Deepening
of the Economic and Monetary Union and identify two issues with the European Commission’s
approach and reasoning which I believe reveal a deeper, more disquieting dynamic. First, I claim
that the Preface makes an overly optimistic evaluation of the single currency, ignoring or not
placing enough emphasis on some of its more problematic aspects. I also show that this attitude
generally permeates the rest of the Reflection Paper. I identify three sentences from the Preface
which I believe clearly illustrate this point. Second, I criticize the Commission’s failure to explicitly
recognize the shortcomings of its pro-austerity policies, even after it has become abundantly clear
that such policies have proven to be not only inefficient, but also counterproductive in nursing
EMU countries back to health after the 2008 Financial Crisis. This is troubling, and a missed
opportunity. The Reflection Paper, which forms part of a broader strategy aimed precisely at
resolving the issues arising from the 2008 Financial Crisis and avoiding future recurrences, was
an ideal opportunity for the Commission to reassess its reliance on austerity policies as a
response to financial downturns in the eurozone. To conclude, I speculate as to what the
implications of these shortcoming might be for the eurozone and the EU moving forward.
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On 31 May 2017 the European Commission (“Commission” or “EC”) published its Reflection Paper
on the Deepening of the Economic and Monetary Union 1 (“Reflection Paper”). The Reflection paper,
which follows up from the Five Presidents’ Report on Competing Europe’s Monetary and Economic
Union 2 (“Five Presidents’ Report 3” or “Report”), sets out a map for completing the European
Monetary Union (“EMU”) in three stages by 2025. The Reflection Paper is also part of a broader
strategy, laid down in the Rome Declaration of 25 March 20174 (“Rome Declaration”) and the White
Paper on the Future of Europe of 1 March 2017 5 (“White Paper”), to reinvigorate the European project
in the aftermath of the 2008 Financial Crisis 6 and in the face of mounting social and economic
challenges 7.
The Reflection Paper puts forward proposals in three areas: Financial Union, Economic and Fiscal
Union, and Democratic Accountability and Effective Governance. Its goal, as established in the preface,
is to strengthen the eurozone and make it more resilient and efficient. This is to be done by deepening
the EMU. The Reflection Paper identifies three fronts on which the EMU faces significant challenges
today. First, the EMU is still not able to reverse sufficiently the social and economic divergences
between and within euro area members that emerged from the crisis. Second, these social and economic
divergences threaten to weaken citizen’s support for the euro and erode the vision of a common future.
Lastly, the EMU is still not fully shock-proof.
It is beyond the scope of this paper to comment on the specific recommendations of the Commission in
the Reflection Paper. The individual proposals are technical, and an appraisal of their merits and/or
shortcomings calls for a more comprehensive, far-reaching study. The ambitions of this paper are, on
the other hand, more modest. I focus on the Reflection Paper’s preface (“Preface”), and identify two
problems with the Commission’s approach and reasoning which I believe reveal a deeper, more
disquieting dynamic. Since the Preface does not exist in a void, I will reference other parts of the
Reflection Paper and documents where necessary, but the starting point and crux of my commentary
will remain the Preface.
The structure of the paper is as follows. In the first section, I claim that the Preface makes an overly
optimistic evaluation of the single currency, ignoring or not placing enough emphasis on some of its
more problematic aspects. I also show that this attitude generally permeates the rest of the Reflection
Paper. I identify three sentences from the Preface which I believe clearly illustrate this point. In the
second section, I criticize the Commission’s failure to explicitly recognize the shortcomings of its proausterity policies, even after it has become abundantly clear that such policies have proven to be not
only inefficient, but also counterproductive in nursing EMU countries back to health after the 2008
Financial Crisis. This is troubling, and a missed opportunity. The Reflection Paper, which forms part
of a broader strategy aimed precisely at resolving the issues arising from the 2008 Financial Crisis and
avoiding future recurrences 8, constituted an ideal opportunity for the Commission to reassess its
reliance on austerity policies as a response to financial downturns in the eurozone. The last section
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concludes, and speculates as to what the implications of the shortcomings previously identified in the
Reflection Paper might be for the eurozone and the EU moving forward.
An overly optimistic assessment of the euro which ignores or understates fundamental issues facing the
single currency
Reading the Preface, one gets the impression that there is a dissonance between the Commission’s
assessment of the euro and the objective indicators related to the performance of the single currency, as
well as a general failure to acknowledge the full extent of the severe criticisms levied against the euro.
I believe this is well encapsulated in the following three paragraphs of the Preface.
“The single currency is one of Europe’s most significant and tangible achievements. It has
helped our economies to integrate and has brought Europeans closer together. But it has
always been much more that a monetary project. It was conceived as a promise of prosperity
— and that is how it must remain, also for those that will become members of the euro area in
the future (…)
The painful legacy of [the 2008 financial crisis] has left Europeans wanting more of what the
single currency offers: more stability, more protection, and more opportunities (…)
[Our EMU] is not yet able to reverse sufficiently the social and economic divergences between
and within the euro area members that emerged from the crisis”.
According to the Preface, then, the euro has (i) fostered prosperity, stability, protection, and
opportunities in the eurozone since its inception, and brought Europeans closer together as a result, (ii)
and is widely supported by the citizens of the EU. Furthermore, (iii) the Reflection paper does not see
a particularly strong relation between the euro and the social and economic divergences between and
within the eurozone (it rather seems from the Commission’s words that these divergences have arisen
from the Financial Crisis, but are not in themselves related to the euro).
The Commission’s highly favourable assessment of the euro does not however seem to be warranted in
light of the facts. There is now a wealth of evidence suggesting that the performance of the euro has
been dismal before – and especially during, the crisis. According to Marelli and Signorelli, the
performance of the single currency has been unsatisfactory 9. A simple comparison between the
economic performance of the eurozone and the US, or even EU countries outside the eurozone supports
this finding 10.
Further, Marelli and Signorelli point out that the euro is at least in part responsible for the wide
differences that have appeared within the Eurozone 11. According to the authors, it is surprising in this
sense that the Reflection Paper fails to discuss the different current account positions (excessive deficits
in some countries; excessive surpluses in some others) within the euro area and their implications 12.
Stiglitz 13 is even more uncompromising 14. In his 2016 book, “The Euro: How a common currency
threatens the future of Europe”, Stiglitz’s central contention is that the underlying mistake that is
contributing to Europe’s travails is the creation of a single currency without the creation of an
9
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accompanying set of institutions that would enable the diverse regions of the EU to function effectively
with such a single currency 15. Paradoxically, rather than fostering convergence the euro has, according
to Stiglitz, lead to divergence, with the rich getting richer and the poor poorer 16.
In Stiglitz’s opinion, the net balance of the euro is thus negative:
“The cost-benefit ratio as the euro has been managed for the crisis countries is clear: slight benefits
during the short span of time between the establishment of the euro and the 2008 crisis as they benefited
from the flood of money coming in, creating the imbalances from which they would subsequently suffer
so much, but far outweighed by the costs in the years after the crisis.” 17
According to the author, these shortcomings have contributed to sowing disillusionment in the EU
among its citizens 18. Other commentators also agree that the failure of the EMU has been abject, and
that the ramifications for the European project have been deleterious 19.
The Reflection Paper does admittedly touch upon some of the shortcomings of the euro, though
perfunctorily. For instance, the Reflection Paper does admit that the 2008 Financial Crisis revealed
some of the weakness of the EMU 20. The Commission nevertheless ultimately gives an overwhelmingly
positive assessment of the single currency, as evidenced by the Preface and section two of the Reflection
Paper 21.
Further, the fact that the Commission discusses potentially far-reaching measures which could be
implemented to strengthen the EMU indicates in and of itself that it is at aware of the shortcomings of
the current EMU set-up 22. This is however besides the point. My criticism here is not that the
Commission is not aware of the shortcomings of the single currency. Rather, my point is that the
Commission does not seem willing (or able) to carry out a rational, impartial assessment of the euro’s
performance since its inception in the Reflection paper, and prefers to rely on slogans (“the euro has
resulted in more stability, more protection, and more opportunities”, etc.). We thus cannot be certain
whether the Commission is genuinely only partially aware of the problems afflicting the euro, or
whether it is fully aware of such problems, but chooses to ignore od downplay them. While the latter
would suggest dishonesty and cynicism towards EU citizens and stakeholders, the former would
indicate myopia and incompetence. Neither are acceptable.
In sum, the Reflection Paper ignores or downplays the abundance of indicators pointing to the largely
negative economic performance of the euro. The strong claims made in the three paragraphs I have
identified in the Preface, i.e. that the euro has fostered prosperity, that it is widely supported by
Europeans, and that divergences between eurozone members are owed to the crisis (but are unrelated
to the single currency itself) do not seem to stand up to the facts.
Austerity: the (other) elephant in the room

15

Ibid, pg. 14.
Ibid.
17
Ibid, pg. 166.
18
Ibid.
16

19

https://www.theguardian.com/business/2012/oct/07/economics-failure-european-monetary-union

20

Reflection Paper, pg.9.

21

Other authors have in this regards also considered the Commission’s stance on the performance of the euro to be overly positive. See for
instance fn. 9
22
For instance, the Commission discusses the introduction of stabilisation mechanisms, which many authors consider very important if the
EMU is to succeed. See, generally, Stiglitz.

In response to the dire economic predicament certain eurozone countries found themselves in during
the 2008 Financial Crisis, the Troika imposed austerity measures on the ailing member states 2324.
“Austerity” policies are guided by the belief that by cutting spending or raising taxes in a country in
recession experiencing a fiscal deficit, the country can be nursed back to health 25. In Greece, for
instance, the Troika forced large decreases in government spending in, amongst others, public education
and other basic services 26. Similar policies were imposed on other crisis countries, such as Spain,
Portugal, Italy, the United Kingdom, and Ireland 27 — though nowhere with as much zeal as in Greece.
Austerity measures have been met with huge democratic opposition from the citizens of the affected
countries, and have generated massive political upheaval 28, with more than 60 percent of voters in
Spain, Greece, and Portugal rejecting the austerity parties29. Moreover, the Greek people directly
rejected the imposition of the Troika’s austerity programmes in referendum30– though ultimately it
seems to no avail 31.
According to Stiglitz, austerity policies have never worked: rather than stimulating growth they lead to
deeper and longer recessions 32. The figures – with the crisis countries growing at snail’s pace, facing
23
The topic has been widely discussed by academics and commentators, who are generally critical. Apart from Stiglitz, see also for e.g.
Cooper, Vickie, and David Whyte, eds. 2017. The Violence of Austerity. Pluto Press. As stated clearly in the Introduction: “This book is about
the devastatingly violent consequences of government policy conducted in the name of ‘austerity’. It is about the toll of death and illness and
injury that so-called austerity policies have caused.” The book is one focussing on the social costs of austerity policies in the UK; Seymour,
Richard. 2014. Against Austerity: How We Can Fix the Crisis They Made. London: Pluto Press. Seymour argues that austerity, which has had
a devastating effect on the poorer segments of society, is a product of class ideology and a wider plan of the elite to re-engineer society
according to their interests; Schui, Florian. 2014. Austerity: The Great Failure. Yale University Press. Schui shows that arguments in favour
of austerity were -and are- mainly based on political and moral considerations, rather than on economic analysis; Engler, Philipp, and Mathias
Klein. 2017. “Austerity Measures Amplified Crisis in Spain, Portugal, and Italy.” DIW Economic Bulletin 7 (8): 89–93, who find that austerity
policy has had a negative impact on productivity in Spain, Portugal, and Italy, and has neutralized the effects of structural reforms in these
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in fact went in the opposite direction; Oxfam case study. 2013. “The true cost of austerity and inequality: Italy case study”, available at:
https://www.oxfam.org/sites/www.oxfam.org/files/cs-true-cost-austerity-inequality-italy-120913-en.pdf which finds that “in Italy, austerity
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high levels of unemployment (often well into the double digits 33), and little confidence as government
spending is slashed, not to mention the tragic human costs as middle and lower income households see
their standards of living plummet – seem to confirm this 34. Indeed, austerity has been largely discredited
following the 2008 Financial Crisis, with a great many experts agreeing that austerity measures are not
only ineffective, but counterproductive 35. Even the International Monetary Fund, once an avid austerity
supporter, has recognized that austerity hurts the economy 36.
Austerity policies have however done more than damage the economy of the eurozone: they have eroded
the democratic fibre of Europe and the bonds of solidarity between member states, perhaps beyond
repair; with creditor countries (such as Germany) showing astonishing disdain towards debtors (such as
Greece) 37, and the gaping schism between the two groups becoming ever wider 38. Some authors have
— in my opinion rightly — even pointed out that the failures of the eurozone, and especially, of the
Troika’s austerity programmes have significantly contributed to the broader scepticism about the value
of European integration, as evidenced in the growth of Eurosceptic, nationalist “populist” parties and
Brexit 39. In this sense, Muro and Vidal contend that the 2008 Financial Crisis has exacerbated divides
on three fronts: between citizens and European institutions, between Southern and Northern Europe,
and between citizens 40. One might add, by deduction, that the poor handling of the crisis has then
accentuated such schisms even further.
Against this backdrop, and considering the impact its austerity programmes have had on the eurozone
(and considering, further, how the ratio of the Reflection Paper is the strengthening of the EMU), it
would be reasonable to expect the Commission to take this opportunity to reassess its faith in such
measures (like the International Monetary Fund has done), or at the least address the issue head-on. Is
the Commission aware of the dire consequences its austerity programmes have had on the populations
in the crisis countries? Is it aware of how ineffective its austerity programmes have been in improving
the economic health of the affected countries? Is it aware of the far-reaching criticisms and discontent
its austerity programmes have generated? How does it respond to these criticisms – and perhaps more
importantly, are we to expect a new wave of austerity programmes (and another lost decade) 41 next time
one or several eurozone countries face a financial crisis?
Unfortunately, as Marelli and Signorelli point out, no comments are made about the failure of the socalled “expansionary austerity” 42. It does not in any way follow from the Reflection Paper that the
evidence thin. Rather than increasing growth and opportunity, austerity has almost always led to low growth and an increase in income
inequality.
33
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Commission admits the failures of its austerity policies, nor does it follow that the Commission is aware
of the degree of criticism and discontent such policies have generated across the EU.
The Commission’s aloofness with regards to the failings of the euro (as discussed in the previous
section) and of its austerity policies are alarming for reasons that will be discussed in the conclusion.
Conclusion – Rationality, not ideology
In this paper, I have criticized the Commission’s Reflection Paper on two counts, which ultimately
reveal the same underlying flaw in the Commission’s approach to the EMU (and perhaps beyond). First,
the Commission appears unwilling to accept the full extent of the euro’s sub-par performance. It
generally exalts the single currency, and associates it with “prosperity, stability, and protection”; It even
calls it a “success story”43. Although the Commission does admittedly make a few concessions on this
front, its take on the single currency is still an overwhelmingly positive one. This assessment of the
euro however clashes with the reality of its performance – which has overall not been good. Similarly,
the Commission does not adequately discuss the implications of its austerity policies, despite their
massive impact on the eurozone (for the worse, as most now argue). Second, the Reflection Paper fails
to acknowledge the full extent of the scathing rebukes made both against the euro and the Troika’s
austerity policies.
The Commission’s attitude reveals two things. First, it reveals the Commission’s reliance of ideology
as a guiding principle; and its subsequent readiness to ignore or downplay evidence that contradicts its
firmly entrenched beliefs. The Commission’s insistence that the euro is a success story, very much in
spite of the facts, illustrates this. It goes to show that, for the Commission, to a large extent, the euro is
a matter of ideology rather than of economic science.
The same can be said about the Commission’s austerity policies; they are never questioned nor even
properly addressed, despite their preeminent role in the financial crisis – which the Reflection Paper is
a direct response to. As Stiglitz suggests, there seems to be a wilful failure to look at the evidence 44.
Although Stiglitz’ observation refers specifically to the unwillingness of European Leaders (and
especially Germany) to accept the failures of the Troika’s austerity policies – it holds true here too.
Second, it reveals that the Commission is highly impervious to criticism and, even more troublingly,
popular dissatisfaction. Reading the Reflection Paper without any prior knowledge of the 2008
Financial Crisis, one would think that there exists something close to a Europe-wide exultation of the
Euro. To the contrary, many well respected economists and some of the shrewdest commentators have
slammed the single currency for its role in the crisis. In the same vein, there has been an upheaval
against the Troika’s austerity policies coming both from civil society and experts. One would never
know, however, from the Reflection Paper.
In sum, I have distilled two main issues from the Reflection Paper: (i) The Commission’s reliance on
ideology, rather than rationality, as a guiding principle when it comes to the euro and its austerity
programmes; and (ii) the Commission’s disconnect (deliberate or not) from civil society, and its
volitional insulation from criticism. What is the upshot of this? Ultimately, the Commission’s reliance
on ideology may lead to irrational choices which are unproductive at best, and counterproductive and
harmful at worst – like its austerity programmes. It may also make it blind to some of the evident shortcomings of its “pet projects”, such as the euro. On the other hand, the Commission’s aloofness in the
face of loud dissent coming both from experts and civil society risks broadening the schism between
the EU and Europeans. The Commission’s conspicuous indifference to criticism and popular discontent
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lends credence to the “EU democratic deficit” argument, which has been echoed so frequently among
“populist” parties 45.
At a time when the support for the EU seems to be waning in the face of growing economic inequality
and populism, there can be no room for blind pride and ideology. Cool-headed, rational economic
thinking must trump dogma, and receptiveness to constructive criticism must be a priority. These
enlightened principles are what Europe stands for. Now is the time for the EU to show that it does too.
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