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1. Introduction: Dangerous Financial Fragility but Better Prospects of a 
New Economic Policy  
 
In the last two years the economic and social situation in Europe has been marked by two 
very different developments. Both present a challenge to the prevailing pattern of neoliberal 
economic theory and policy. Both can offer a perspective of new paths to more employment 
and welfare in Europe.  
 
Firstly, the deep financial crises in Asia and Russia and their world-wide contagion effects 
have made it increasingly clear that the structure of the global financial system today is a 
threat to growth, welfare and employment in most parts of the world and needs thorough 
reform - although there are corporations and a relatively small group of individuals who 
benefit from the current situation. The European economy has until now been less affected 
than the USA. But  even in Europe the deep decline in the stock markets and losses on 
international credits endanger financial stability and hence growth and employment – and this 
in a situation of already intolerably high unemployment. The obvious fragility of the 
international financial system has led to calls for reform even amongst conservative 
governments and international institutions.  
 
Secondly, in most  EU member countries a remarkable change in the public debate and in the 
political balance of forces has taken place in the last few years. The invariable neoliberal 
spirit, the ”pensée unique”, in which the Treaty of Maastricht and the stability and growth 
pact were concluded, has come under increasing criticism. It lacks valid theoretical 
foundations, and its application generates the threat of a deflationary spiral with ruinous 
effects for the economy as a whole and still more ruinous social consequences. These 
consequences have led to protest, resistance and social movements against neoliberal  policy. 
In the space of a few years most conservative governments in the EU have been voted out of 
office and social-democratic parties or centre-left coalitions have taken over. The defeat of 
the conservative government in Germany removes a major obstacle to change. The prospects 
for new economic, social and environmental policies in Europe are better than at any time 
since the early 1970s. 
 
However, there are still major obstacles for to this process of renewal. Firstly, there is the 
legacy of the past 20 years: these decades have strengthened the position of financial against 
industrial capital and of capital against labour and have degraded the legal environment and 
the social climate: social cuts and exclusion, reduction of workers protection, etc. Secondly, 
neoliberal  doctrines, like the necessity to subordinate economic policy to the requirements of 
allegedly unlimited globalisation, the pursuit of privatisation as a goal in itself and the 
unfettered rule of the markets, have during the last two decades also been to some extent 
incorporated into social-democratic concepts of economic policy. Thirdly, a radical change in 
economic policies will be met by powerful resistance from those who gain from neoliberal 
policies. Therefore neither the financial crises nor the new governments guarantee thorough 
and sustainable policy changes, which will require great political energy and continuous 
support from social movements.   
 
Some important measures can however be taken immediately. These can lead to a 
considerable improvement in the employment situation in the EU; they can better protect 
Europe from external shocks and disruptions; they can prevent the international financial 
system from provoking more and deeper economic and social crises.  
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We are European economists who, on the basis of peace and freedom, pursue the objectives 
of full employment, the development of the welfare state into a firm and reliable European 
social constitution as well as co-operative and equitable international economic relations. 
From this standpoint we attempt in the following pages: 
 
1. to put forward proposals for immediate action which the EU can take to fight 

unemployment and financial instability, and to avoid a world-wide deflationary spiral; 
 
2. to outline our basic conception of a comprehensive and long-term reorientation of 

economic and social policy to achieve full employment, social cohesion, sustainability 
and equity in Europe. 

 
 
2. Immediate Measures for More Employment, Financial Stability and 

Sustainable Growth in Europe 
 
2.1.        European employment policy   
 
The most important measure the EU should  take to overcome the social and economic  
impasse in Europe is a comprehensive employment policy. The new chapter on employment in 
the Treaty of Amsterdam and the Employment Policy Guidelines 1998 adopted in December 
1997 have - rather timidly - opened the door to such a policy. But adequate and co-ordinated 
implementation is  still absent. It marks a step forward that each member state has to set up 
and submit a National Action Plan for employment, but the contents of most action plans 
remain essentially within the limits of  supply-side labour market policies and thus far below 
the requirements of a substantial and effective employment policy which must in present 
circumstances be based on a common expansionary macroeconomic strategy. Even the 
inadequate targets set for labour market interventions by the employment summit have not 
been  met. Worse, the draft Employment Policy Guidelines for 1999, instead of  advancing to 
broader and more binding macroeconomic commitments for the member states, remain at the 
same level of general and non-binding labour market declarations of intent. 
 
a. Specifying an overall employment objective 
 
In order to overcome this stagnation the Council of Economic and Finance Ministers (Ecofin) 
should set straightforward quantitative objectives, monitor the national policies undertaken to 
reach them, and help countries with particular problems. It has certainly been demonstrated in 
recent years that governments committed to precise objectives can make extraordinary efforts 
and find ways of reaching the targets. We request that similar energy be directed to reaching 
precise employment targets instead of the reduction of public deficits.  
 
As a simple overall objective we propose the reduction of unemployment by 50% in three 
years or - to give better opportunities for short-term monitoring and assessment - by 20% 
each year in the next three years (amounting to a total reduction of 49%). This objective 
should be complemented by equally quantified sub-objectives relating to particular groups of 
unemployed and it should be incorporated with priority into the ”broad guidelines for the 
economic policies of the member states and of the Community” to be established and adopted 
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as recommendations by the council each year (art. 103 of the Treaty of Maastricht), and in the 
Employment Policy Guidelines 1999 to be adopted this December in Vienna. 
 
The EU can immediately adopt two methods to pursue this proposed objective :  
 
b. Co-ordinating national employment policies to expand employment 
Fehler! Textmarke nicht definiert. 
In the first place there must be tight co-ordination of expansionary national employment 
policies, although these can and should be undertaken according to concrete and different 
national priorities and needs. There are two reasons for this requirement:  
Fehler! Textmarke nicht definiert. 
Firstly, the main obstacle to more growth and employment is insufficient final domestic 
demand (i.e. private and public consumption and autonomous investment) while supply side 
factors like wages, taxes and/or national regulations play a minor role. Policies to reduce 
unemployment must therefore in the first place generate an increase in (European) domestic 
demand. It has to be domestic demand, because the attempt to increase general demand via 
rising export surpluses would create trade deficits in other countries and in the long run lead 
to more international imbalances. The focus on domestic demand also gives better 
opportunities for an autonomous development pattern, including the extension of  public 
services.  
Fehler! Textmarke nicht definiert. 
Secondly, co-ordination on the European level is crucial for every strategy of  domestic 
demand stimulation in Europe. Each member country is an open economy with a high degree 
of dependence on export markets (mostly those of other member countries), but the EU as a 
whole is characterised by a very much lower dependency on the rest of the world. National 
go-it-alone policies are extremely difficult undertakings because the multiplier effects of an 
expansionary policy will to a very high degree be absorbed internationally and, in the case of 
mutually contradicting policies within the EU, cancel each other out. In the case of a co-
ordinated expansionary effort, the international leakages will be much lower and the 
multiplier, and thus the demand, production and employment effects, will be much higher.  
 
There are various instruments of national employment policy, which should be combined in a 
comprehensive strategy: 
  
- public investment programmes in areas of specific needs such as industrial infrastructure 

in less developed areas and countries, ecological clean-ups and restructuring in the main 
urban agglomerations, telecommunications and ecologically sustainable transport 
infrastructure, renewable energy systems (1 million-solar-roof project etc.) as well as 
investment in human capital 

 
- extension of public services and job creation in new publicly financed activities such as 

local and neighbourhood services (home help, consulting and assistance for people with 
particular difficulties, provision of leisure and cultural facilities, environmental protection 
in the framework of the local ”Agenda 21” etc). The EU estimated in its White Paper of 
1993 that  there is room for some three million additional jobs in the Community in these 
areas. Of course such work should correspond to the educational level and the skills of the 
employed, and it must be freely accepted and fully paid.  
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- specifically targeted and quantified labour and employment schemes for special groups 
like the young, the elderly or the long-term unemployed, handicapped persons, 
comparable to the successful French programme ”emploi jeunes” 

 
- varied and well targeted forms of working time reduction such as the reduction of weekly, 

monthly and yearly hours, sabbaticals and parental leave, negotiated part-time and job-
sharing agreements, a better separation of working time from the operating time of 
factories and other businesses etc.  

 
- efforts to step up training and education, both basic and vocational, in order to improve 

the quality of labour in view of rising business activity and to meet the adaptation needs 
of the long-term unemployed. 

 
Member states must be free to incur deficits in so far as these are necessary to reach their 
employment goals. This applies not only to the financing of counter-cyclical  measures but 
also to long-term investment in infrastructure. The restrictions in the Treaty of Maastricht and 
the Stability and Growth Pact, which in the long run should be abolished, should - by way of 
mutual agreement – be suspended in the short run.  
 
c. Initiatives at the European level  
 
The second component of a European employment policy is an employment initiative at the 
European level. Such an initiative has been formulated by the Commission in the White Paper 
of 1993, where an investment volume of 574 Bn. ECU (over six years) was proposed for the 
establishment and improvement of Trans European Networks in energy provision, 
telecommunication, transport and environmental protection. The Commission proposed to 
finance this programme partly - to a very modest degree, one has to remark - out of the EU 
budget and by European bonds issued by the European Investment Bank (EIB). We take up 
the latter idea and recommend that the EIB should raise 50 bn. ECU on the capital markets  
and spend it to initiate and promote European investment and employment programmes which 
improve the European infrastructure in an ecologically sustainable way, thus taking into 
account criticisms of the ecologically harmful character of some of the proposals in the White 
Paper.   
 
This recourse to the EIB is necessary so long as the budget of the EU is far too small to 
permit effective intervention to stimulate growth and employment at the European level. One 
should also consider financing a European employment programme partly through the surplus 
reserves of national central banks which will be released with the birth of the ECB.  Even 
before the thorough reform of the fiscal structure of the EU which is necessary, available 
resources can be increased through the introduction of a foreign exchange transaction tax and 
an ecotax on the consumption of energy as previously discussed, but not adopted, by the 
Council of Ministers.  These two taxes would not diminish the tax revenue of member states, 
they would make it possible to raise the EU budget almost immediately to 2% of EU GDP 
and thus create some financial room for manoeuvre to support the most urgent tasks. These 
taxes also signal the direction which a future comprehensive reorientation of economic and 
social policy should take.  

 
The present state of monetary policy in Europe represents a particular obstacle to a rapid 
reorientation of economic policy. The structure  of complete political independence and the 
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conception of ECB policy as exclusively disinflationary are dysfunctional for the stimulation 
of growth and employment and they contradict the basic principles of democracy, which 
require  people to have control over one of the most important factors in their welfare.  
However, even within the prevailing institutional and legal framework, the rigid policy of the 
ECB can be challenged and a more co-operative one can be requested. There is room for a 
less rigid definition of inflation targets. Moreover, even the president of the ECB 
acknowledges that there is at present no inflation in the EU and that there is no threat of new 
inflation for the foreseeable future. Moreover, the official inflation estimates are probably 
serious overestimates of true inflation, because statisticians do not take product improvements 
sufficiently into account. Under these circumstances the ECB must ”Without prejudice to the 
objective of price stability... support the general economic policies in the Community...”(art. 
105, sect. 1, sentence 2).  

 
 

2.2.    Protection against financial disruption  
 

The fragility of the international financial system has had only moderate effects up to now on 
the European economy, although growth estimates have had to be revised downwards. 
However, this may change and the danger of a more severe contagion is not yet over.  Under 
such circumstances the monetary union may prove a stabilising factor. However, this will not 
happen automatically. It requires agreement and consent about  and co-ordination of  currency 
and credit policies amongst the leading states, i.e. the US, the EU and Japan with the aim of 
promoting employment and sustainable growth.  
 
If the first-best solution of global co-ordination is not available in the short term the EU must 
protect itself against the threat of financial disruption with harmful consequences for 
employment and welfare. For this purpose we propose the following measures both as 
protective measures by the EU and, at the same time, as steps towards a closer global co-
ordination and the establishment of a new world-wide financial system.  

 
- Introduction of a tax of 1% on all foreign exchange (spot and future) transactions. Such a 

tax, which is at present widely discussed as an instrument to fight financial instability, can 
deter short-term capital flows gambling on small changes of the exchange rate within a 
short time period (and it would provide considerable revenue to the EU). 

 
- Common European and, as rapidly as possible, global rules for collateral deposits in the 

case of currency derivatives of all kinds. 
 

- Currency speculation of the more fundamental kind cannot be dealt with adequately by a 
necessarily low transaction tax. The risk cannot be dismissed, that the transition to the 
EURO will be accompanied by considerable short-term exchange rate instability between 
the $ and the EURO, and the EU should be prepared to cope with these risks. If 
speculative flows from third countries or capital flight to third countries are becoming 
dangerous to the functioning of the economic and monetary union, the EU can - according 
to art. 59 - take all necessary measures to master the situation. This implies administrative  
restrictions on capital imports or exports, albeit only for the limited period of six months 
(which can be repeated ). The EU should make it unequivocally clear to the financial 
world that it is determined to apply strict capital controls if necessary.  
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- The EU can and should very quickly adopt a regulation which makes the business of  
offshore branches or subsidiaries of European financial institutions fully subject to the 
rules of their home countries and of the EU. This objective can be achieved by making 
licenses for financial institutions dependent on an undertaking of compliance from these 
institutions.   

 
- The ECB should make it clear that it will act to ensure the stability of the European 

financial system and will act when necessary as the lender of last resort. But the ECB 
should also act to minimise the socialisation of private losses which this could entail, and 
conduct a determined policy against the misbehaviour of banks and other financial 
institutions.  In this respect the Federal Reserve Bank of New York has set a remarkable 
example in organising and making private banks pay for the rescue of  the Long Term 
Capital Management (LTCM) hedge fund after its  dangerous speculative disaster.  

  
 
2. 3.  The European contribution to a stable world economy 
 
It is obvious that an economic region as large and important as the EU bears a major 
responsibility for the restoration and maintenance of economic and financial stability on a 
global scale. The EU should acknowledge this responsibility and act accordingly. The 
measures to enhance sustainable growth and employment in Europe and to protect the 
European financial system against external shocks should also take into account the need for 
economic stabilisation and the promotion of development and welfare in other parts of the 
world, particularly the underdeveloped countries.  
 
These measures should also be complemented by  close co-operation and co-ordination with 
the USA and Japan in the management of the international exchange rate and payments 
system, including possibly the introduction of exchange rate corridors with firm commitments 
to market intervention and de-dramatised re-alignments when necessary. 
 
With regard to the relations with third world countries the special  and comparatively 
progressive approach of the first and second Lomé conventions  has during the last decade 
been gradually abandoned and could completely disappear with the next agreement, due in 
the year 2000, as this is presently envisaged. The original progressive approach should be 
revitalised and should serve as a guideline for the promotion of  the development in the ACP 
countries.  
 
 
 
 
3. A Complete  Re-orientation of Economic Policy in Europe - Towards a 
European Social Constitution 
 
We regard the measures proposed in the preceding chapter as first steps in a process of 
complete change in economic policy towards a new type of economic and social 
development. In its historic importance this change is comparable to the establishment of the 
post-war Bretton Woods consensus with its agreed policy priority for full employment and 
growth strategies in a co-operative international framework. In a negative sense it is 
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comparable to the gradual replacement of the post-war order by the neoliberal paradigm of 
unlimited rule of the market and unfettered international competition, resulting in the 
subordination of all economic and social aspirations in our societies to the supreme 
imperative of international competitiveness. The ruinous consequences of the rule of 
neoliberalism during the last two decades have prepared the ground for a new fundamental 
change and for the evolution of a new paradigm containing explicit individual and collective 
welfare objectives as well as the overarching values of solidarity, equity and ecological 
sustainability. If this is to be more than a change in words and individual instrumental 
measures it requires a remaking and restructuring of the whole institutional structure and 
fabric of the EU and of Europe, reaching far beyond the economy and including broader 
problems of social emancipation and democracy. Even in the field of economics this shift of 
paradigm is not possible without a broad and intense public debate in which the final purpose 
of the economy, the enhancement of welfare for the people, has to be brought to the forefront 
and concretised in such a way that core directions and decisions can be taken in a democratic, 
which implies informed and competent, way. Markets have to be embedded in the context of 
these decisions, as a possibly efficient instrument to achieve the welfare goals which markets 
themselves can never define. Where markets do not lead to satisfactory results other forms of 
economic activity and co-ordination have to be implemented. It is obvious that changes in this 
direction need an intense public debate for two reasons: firstly the resistance by those who 
benefit from the current situation can only be overcome by political and social movements. 
Secondly the concretisation of basic economic and social policy objectives requires the 
continuous involvement and debate which is the substance of economic democracy.  
 
We try below to define basic elements of an alternative type of economic development and 
economic policy in Europe, as a contribution to such a democratic debate.  
 
 
3.1. Macroeconomic re-orientation: The way to full employment  

 
Europe must finally come to terms with the huge problem of mass unemployment and 
underutilization of potential productive resources, a problem which has now persisted for 
many years. It has generated serious secondary evils, like long-term unemployment, worsened 
prospects for the young generation, social exclusion and severe degradation in health and 
welfare. We criticise this development in the first place from the point of view of equity. 
Millions of citizens  have been unable to get a job, to build their living standard and 
independence on their own work and instead have been cut off from the chances and 
challenges of skill accumulation and personal development.  
 
While accepting that there have been external factors which contributed to the build-up of 
unemployment we nevertheless insist that the main responsibility for the scale and persistence 
of mass unemployment in the EU rests mainly with a counterproductive and harmful 
economic policy conducted over a generation by governments and finance ministers and 
influenced by powerful vested interests and neoliberal political and scientific advisers. The 
result is the current macro-economic regime of the EU which consists of a centralised and 
very tight monetary policy, narrow restrictions on European and national fiscal policies and 
the absence of any co-ordinated fiscal policy or effective union-wide employment strategy. A 
reorientation of economic policy must establish a better balance among these three fields of 
action and give them a more comprehensive content with the emphasis on employment. This 
change must also be reflected in new institutional arrangements.  
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a. Economic policy: Broader goals and tighter co-operation  
 
The objectives of economic policy should be broadened  to include full employment, 
environmentally sustainable development, a fair and equitable distribution of income and 
wealth, balanced international economic relations and price stability (social security and 
welfare being the objectives of  European social policy). It should become mandatory that in a 
short and medium term perspective concrete targets be formulated with regard to these 
objectives on the national and the European levels. Such targets can for example be the 
reduction of unemployment by 20% per year, the yearly reduction of regional disparities by 
10% and the lowering of greenhouse gas emissions by 15% by the year 2005. 
 
On the institutional side the responsibility for macroeconomic planning and co-ordination on 
the European level should be centralised in an economic policy institution, which can act as 
equal partner and counterpart to the centralised European Central Bank.  
 
The co-ordination procedures leading to the ”broad guidelines” should be intensified and 
made more binding on the member countries, including the adoption of economic policy 
directives. They should consist  of an intense monitoring and discussion of the economic 
policies of the member states with regard to the achievement of the common goals. Where the 
goals are missed the Council should discuss adequate remedies and issue recommendations to 
this effect to the member states. In the case of severe and lasting violation of the agreed 
targets the Council can adopt decisions which oblige national government to act in a way 
conducive to the achievement of goals.  
 
b. Monetary policy: integrating the ECB into the overall strategy 
 
We propose to extend the objectives of the ECB in a way that includes the responsibility of 
monetary policy for full employment, the reduction of inequalities and sustainable growth. 
More generally, the central bank, although independent in the choice of monetary policy 
instruments, should be re-integrated into the process of economic policy decisions and 
become answerable to the democratic institutions i.e. monetary policy should be thoroughly 
debated ex ante and ex post between the European Parliament and the ECB. The strict 
prohibition on  monetising national or European debt by the central bank should be loosened 
and the role of a lender of last resort should be explicitly included in the mission of the ESCB 
- although reservations should be made in order  to prevent morally hazardous behaviour by 
financial institutions.  
 
c. Fiscal policy: increasing the options and widening the revenue base  
 
Firstly, the dysfunctional restrictions of public deficits of the member states should be 
abandoned and national governments allowed to pursue budget deficits as they think 
appropriate, as long as they follow the common objectives. In this context, planned and 
incurred deficits should be discussed and made subject to co-ordination amongst member 
countries within the framework of the European economic policy  institution. 
 
Secondly the EU as a whole should be empowered to execute some centralised functions of 
fiscal policy which national governments cannot deliver: It should be able to act as a 
stabilising agency in the case of asymmetric shocks to particular countries and regions, and it 
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should take on re-distributive functions with regard to persistent income and/or employment 
disparities within the Union. In the long run it is therefore inevitable to expand the budget of 
the union beyond the 2% level which we proposed as an immediate increase.  
 
Thirdly, the EU must enhance its own revenue base in order to meet its rising aspirations as a 
unified Europe and to avoid - or at least minimise - permanent conflicts over the distribution 
of payments and receipts amongst member states. In addition to the short-term introduction of 
a foreign exchange transaction and a primary energy consumption/CO2 emission tax we 
therefore propose to levy a uniform tax on interest income as envisaged  by the Commission 
but with proceedings going directly to the EU, and a European capital gains tax. In the very 
long run it would probably be reasonable to base the revenue of the EU completely on 
specific European taxes, which requires a long-term restructuring and harmonisation of 
national tax systems.  
 
Fourthly, measures against tax competition between different countries should be taken, 
because tax competition tends to erode the national revenue basis and to destabilise 
economies. First proposals of the EU in this direction - the uniform taxation of interest 
income, or alternatively transmission of the relevant information to the revenue authorities in 
the home country of foreign firms - should be taken up and extended. More generally the 
ideology of competitive federalism which has gained much ground during the last decade 
amongst scientists and policy makers should be rejected in favour of economic stability, 
social cohesion and solidarity as guidelines for fiscal policy.    
 
 
3.2.  A social constitution for Europe: central to the new paradigm  
 
We regard the firm commitment to a welfare society, a kind of  social constitution, as one of 
the most essential objectives of European unification. Such a constitution must be based on 
but also go beyond full employment and the use and development of the productive forces in 
our societies. It must comprise a wide and non-bureaucratic welfare system, a fair distribution 
of income, wealth and opportunities as well as democratic structures and commitment on all 
levels of society.  During the last two decades we have seen a substantial shrinking of the 
welfare state both because of perceived pressures from competition and as a result of the 
subordination of large parts of the traditional welfare system to the rules of  private profit. As 
a consequence the remaining smaller welfare sector has become increasingly bureaucratic and 
authoritarian. This trend must be reversed. 
 
We insist that there is no trade-off between full employment and social welfare in the sense 
that full employment is only available at the cost of  a lower level of income, social welfare, 
work protection and other factors in the quality of life, as some developments in the USA 
seem to suggest. The connection is rather the other way round: the full use of  human 
capabilities, knowledge and creativity provides the wealth base which allows steady 
improvement in the material standard of living and immaterial quality of life for all. However, 
developments in the US do show that more welfare and higher incomes are not an automatic 
result of more employment. They require political intervention and control.  
 
There has been considerable progress in the EU in a few, limited areas of social policy, 
particularly in the field of health and safety at work. In general, however, progress has 
remained far below the aspirations of the of the Charter of Social Rights of 1989 and the 
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subsequent  European action programmes, and in many countries there has been outright 
regression through social cuts, deregulation of work conditions, the combination of less 
welfare and more coercion. Neoliberal fundamentalism has produced ruinous results in many 
fields of social reality.  
 
To establish a European social model means that every person living permanently in the EU 
shall have the guaranteed and unconditional rights to a level of income, to social protection 
and welfare as well as to democratic participation in social life which are necessary to lead an 
independent and dignified life. This objective shall become a firm and central cornerstone of  
the European constitution.  
 
The current diversity of wage levels, social insurance and welfare as well as workers 
participation systems in the member countries of the EU raises difficult problems for the 
pursuit of this goal. There still exists, however, room for action of at least five different kinds:  
 
Firstly, the EU should establish a - gradually rising - minimum level of social and welfare 
standards in most fields of social security and welfare.  
 
Secondly, the EU should, to a large extent, engage in the promotion and financing or co-
financing of policies targeted at groups with particular needs and difficulties. 
 
Thirdly, the EU must organise substantial transfers to alleviate  poverty and foster economic 
development. These transfers should be directed to those with particularly low levels of 
welfare in order to generate an improvement in their economic circumstances. 
 
Fourthly, in order to avoid social dumping and the lowering of existing standards under the 
pressure of competition, every member country should (at least) maintain the current national 
regulations above EU minimum standards with regard to wages and social benefits etc. and 
apply them to all persons living and/or working in the particular country.  
 
Fifthly, any kind of involuntary and coerced work must be prohibited. Arrangements with 
regard to working time (volume and flexibility) should not be imposed unilaterally by the 
employer but correspond also to the wishes and needs of the employed. 
 

 
3.3.  Towards environmental sustainability: safeguarding the basis for development 

 
Protection of the environment is a must for the survival of any society. The continuation of 
the energy and waste intensive industrial pattern of the capitalist world during the last century 
would lead to an environmental catastrophe and is therefore not viable as a development 
strategy. The use of  non-renewable fossil energy and the production of harmful waste must 
be drastically reduced  within the next few decades. Even the exploitation of natural resources 
from the third world and  the export of waste into the third world would only postpone the 
breakdown of the industrial development pattern, and it will be met by increasing and well 
justified resistance from these countries.  
 
In the last instance the shift from an environmentally destructive to a sustainable path of 
economic development will require a thorough reshaping of the mode of production and 
consumption in Europe. The highest priority in a strategy towards sustainable development 
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relates to energy: production and consumption patterns must be directed to low energy 
intensity, and energy provision must be restructured away from fossil and nuclear energy 
towards the development and use of renewable and environmentally friendly energy. This 
restructuring is a time-consuming process which will take decades to complete. However, it is 
vital that important decisions in this direction are taken rapidly and that an opening is made 
for a new energy policy. Therefore we propose 
- the introduction of an ecotax on all forms of consumption of energy stemming from 
nuclear and fossil sources. The EU should announce that the rate of the tax will be increased 
steadily by a fixed percentage in subsequent years.  
- The rapid enhancement of resources for the development and application of renewable 
energy resources, particularly solar energy. There has already been some movement in this 
direction during recent years, but it has been slow, insufficient and unevenly distributed in the 
EU. We agree with the White Paper of 1997 on renewable energy sources which establishes, 
as an intermediate objective, raising the share of renewable resources from 6% to 12% of the 
overall gross domestic energy consumption by the year 2010 – which would also result in the 
creation of between 500 000 and 900 000 new jobs.   
- the freezing and reduction of European research in nuclear energy and firmly announced 
and reliable targets for the phasing out of nuclear power plants within periods to be fixed for 
different countries according to their specific circumstances.  
 
The EU can and should encourage and subsidise, to a much greater extent than in the past, 
environmentally friendly national and regional projects to restructure transport networks. On 
the European level such policies should be supported  by special taxes for aviation fuel and  
road transport. National and regional programmes for waste saving and waste recycling etc. 
can also be reinforced through European channels. Such measures are, as a rule, labour-
intensive. Therefore a larger share of the considerably enhanced structural funds should be 
reserved for them.  
 
3.4.  Stronger support for the enlargement process: an inclusive order of peace, 

freedom and social progress is again on the historical agenda in Europe  
 
With the end of the cold war the creation of a comprehensive European space of peace, 
freedom and social progress has been put on the historical agenda once again. However, the 
accession of the eastern European countries to the EU, officially envisaged since the 
beginning of the 1990s is not making sufficient progress. This is mostly due to the EU side 
which displays great reluctance to proceed with enlargement. Former socialist countries 
associated with the EU have been adjusting their economies at great economic and social cost 
while the process of accession has been delayed from the EU side. A continuation of this 
strategy would in the last instance lead to renewed sharp divisions and polarisation between 
East and West and create political conflicts which would be hard to control. Therefore the 
process of enlargement should be intensified:  
 
In the first place this requires that the timetable for the accession of the first five countries 
should be maintained and better supported by preparatory measures including more financial 
support in the form of  grants and low interest loans. In this context a new Development Fund 
should be established in order to cope more effectively with the productivity and income gap 
between the EU and the associated countries. The application of the Maastricht criteria to the 
macroeconomic indicators of the eastern European countries should be abandoned. The newly 
accessing countries should become members of an new European monetary system (EMS2) 
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with fixed exchange rate corridors which will be supported by the European Central Bank 
(leaving room for mutually agreed re-alignments). 
 
On the side of the present EU, the process of institutional reform - relating to the size and 
structure of the Commission, the weight of the individual countries in the decision making 
process, the status and functions of the European Parliament and other questions - must be 
continued to guarantee an orderly enlargement process and the viability of an enlarged EU. 
The reform of the common agricultural policy, which began about six or seven years ago, 
should be accelerated taking into account the pending accession of  new members with large 
agricultural capacities. Also, during the accession negotiations the EU must be generous in 
conceding long-term transitional derogations from the Community acquis communautaire.  
On the other hand, with regard to the full integration of labour markets transitional 
arrangements have to be negotiated in order to avoid rising unemployment in the current EU 
member countries.  
 
The scope of enlargement reaches beyond the first round of five countries with whom 
concrete negotiations are underway. Therefore, the EU should reach concrete co-operation 
agreements with eastern European countries under the auspices of the Permanent European 
Conference. Finally, a Code of Conduct should be created to regulate the operation of 
multinational corporations and to sanction the violation of social rights. 
 
 
3.5. Democratic involvement in Europe - Challenges and perspectives 
 
The debate on democracy in Europe and on the need for a democratic restructuring of the EU 
has been revived as a consequence of social movements and political changes in the member 
countries. As professional economists we cannot elaborate on the technical and institutional 
details of proposals in these areas. We do however insist that democratic restructuring is 
essential for the success of the European Union if it is to be perceived as a union of peoples. It 
is also essential for a successful reorientation of economic policy in the short and in the 
longer term, as we have proposed in the preceding paragraphs. For such proposals only have a 
realistic chance of becoming part of the political agenda of governments and of the EU if they 
are taken up, appropriated and supported by social movements and if these social movements 
have access to parliaments and governments. The reorientation of economic policy along the 
lines which we have proposed is not only a matter of purely technical and instrumental 
improvements but must involve a comprehensive reorientation towards more social goals and 
perspectives, and it will be resisted by powerful interest groups who profit from the current 
situation and structures. To overcome this resistance requires political energy and active 
social movements. The more democracy we have the better are the chances for an economic 
and social policy in the interests of the majority.  
 
More democracy in Europe requires also institutional reforms. In recent years  we have 
witnessed the emergence of a  growing gap between European institutions such as the 
Commission and the European Parliament, and the citizens in the different countries. It can be 
added that this gap does not enhance, but in fact tends to weaken the legitimacy of national 
governments, when the EU becomes an obstacle to effective national policy. The way in 
which the monetary union was prepared and introduced has generated widespread criticism, 
scepticism and hostility towards a European union, in which social cuts, deregulation and 
permanent redistribution from the poor to the rich were justified as necessary to European 
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unity. We are now at the beginning of a phase in which the restrictive and harmful course of 
economic policy can be changed in favour of a more employment and welfare oriented line. 
This could also form a solid base for a more pro-European attitude amongst the people. A 
united Europe can play a positive role for the people, not as a military and economic 
superpower, but as a democratic and peaceful union, where political, social and 
environmental rights are respected and fulfilled. 
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