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The Austrian Federal Chamber of 
Labour is by law representing the 
interests of about 3.6 million em-
ployees and consumers in Austria. It 
acts for the interests of its members 
in fields of social-, educational-, 
economical-, and consumer issues 
both on the national and on the 
EU-level in Brussels. Furthermore 
the Austrian Federal Chamber of 
Labour is a part of the Austrian social 
partnership. The Austrian Federal 
Chamber of Labour is registered at 
the EU Transperency Register under 
the number 23869471911-54.

The AK EUROPA office in Brussels was 
established in 1991 to bring forward 
the interests of all its members directly 
vis-à-vis the European Institutions.

Organisation and Tasks of the 
Austrian Federal Chamber of Labour

The Austrian Federal Chamber of 
Labour is the umbrella organisation of 
the nine regional Chambers of Labour 
in Austria, which have together the 
statutory mandate to represent the 
interests of their members.

The Chambers of Labour provide their 
members a broad range of services, 
including for instance advice on matters 
of labour law, consumer rights, social 
insurance and educational matters.

Rudi Kaske 
President

More than three quarters of the 2 million 
member-consultations carried out each 
year concern labour-, social insurance- 
and insolvency law. Furthermore the 
Austrian Federal Chamber of Labour 
makes use of its vested right to state its 
opinion in the legislation process of the 
European Union and in Austria in order 
to shape the interests of the employees 
and consumers towards the legislator.

All Austrian employees are subject 
to compulsory membership. The 
member fee is determined by law and 
is amounting to 0.5% of the members‘ 
gross wages or salaries (up to the social 
security payroll tax cap maximum). 
816.000 - amongst others unemployed, 
persons on maternity (paternity) leave, 
communityand military service - of the 
3.6 million members are exempt from 
subscription payment, but are entitled 
to all services provided by the Austrian 
Federal Chambers of Labour.

Christoph Klein
Director

About us
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Executive Summary
•	 In the opinion of the Austrian Fed-

eral Chamber of Labour (BAK), the 
deepening of Economic and Mon-
etary Union (EMU) can only be 
supported if it can solve Europe’s 
problems, in particular high un-
employment, poverty and growing 
inequality both within and between 
Member States. That requires the 
groundwork to be laid for a bet-
ter Europe from the point of view 
of workers (democratisation, a So-
cial Progress Protocol, measures 
against wage, social and fiscal 
dumping, a Golden Rule for Pub-
lic Investment, prosperity-oriented 
economic policy, wage policy coor-
dination, symmetrical reduction of 
current account imbalances). 

•	 BAK only agrees with a transforma-
tion of the European Stability Mech-
anism (ESM) into a European Mon-
etary Fund (EMF) and its anchoring 
in the EU’s legal framework if 1) it 
takes place in compliance with EU 
law, i.e. democratically by way of 
amendment of the EU Treaties 2) the 
European Parliament is granted full 
co-decision rights on the require-
ments and conditions that are set, 
and 3) the European Pillar of Social 
Rights and all the relevant provi-
sions of the Charter of Fundamen-
tal Rights are included as a set of 
criteria for conditions for providing 
financial stability support to Mem-
ber States.  

•	 BAK rejects the integration of the 
substance of the Treaty on Stability, 
Coordination and Governance in 
the Economic and Monetary Union 
(TSCG) into the EU’s legal framework 
and calls instead for repeal of the 
TSCG. In our view, the correspond-
ing proposal of the Commission 
is incompatible with EU law and 
the TSCG in itself is economically 
wrong. Instead of a further tighten-
ing of the fiscal policy rules, there is 
a need for greater budgetary room 
for manoeuvre, especially during 
economic slowdowns, for example 
by introducing a Golden Rule for 
Public Investment. That rule would 
be a sustainable way to alleviate 
the obvious inconsistency between 
public investment needs and EU fis-
cal rules.

•	 The establishment of a European 
Minister of Economy and Finance 
would reinforce the one-sided insti-
tutional power structure of econom-
ic governance. What is needed is 
an overall package that rectifies the 
democratic shortcomings of eco-
nomic governance and institutional 
imbalances. That requires exten-
sion of the European Parliament’s 
co-decision rights to all areas of 
European economic policy and the 
establishment of a European Em-
ployment and Social Minister, who 
should, inter alia, be responsible for  
implementation and monitoring of 
the European Pillar of Social Rights.
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•	 BAK assesses the proposed new 
budgetary instruments as follows:

 o In light of the debate on a Con-
vergence and Competitiveness 
Instrument and on the basis of the 
Communication in question, BAK 
rejects the creation of a new reform 
delivery tool to support Member 
States’ reform commitments. 

 o Given that the euro area can-
didate countries already receive the 
largest share of EU structural funds 
as a proportion of their GDP, there 
is no need for an additional conver-
gence facility for Member States on 
their way to joining the euro.. 

 o The creation of a common 
backstop for the Single Resolution 
Fund is only acceptable if a struc-
tural reform of the banking system 
has first taken place and the costs 
of the backstop are ultimately borne 
solely by the banking sector. 

 o In our view, the introduction of 
a stabilisation function is basically a 
useful step. 

www.akeuropa.eu
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In response to the crisis in the euro area, 
a large number of reforms and initia-
tives have been implemented in recent 
years or are currently being implement-
ed, both within the EU framework (Six-
Pack, Two-Pack, Banking Union, Capital 
Markets Union, European Semester, 
EFSI etc.) and outside it (TSCG, European 
Stability Mechanism). At the same time, 
since 2012 there has been debate on 
various concepts for a deeper and gen-
uine Economic and Monetary Union, 
with the two Presidents’ Reports (2012,1 
20152) being of particular importance. 
The debate gained momentum due to 
the Commission’s White Paper3 on the 
Future of Europe and the five Reflection 
Papers (Social Dimension of Europe, 
Deepening of the Economic and Mon-
etary Union4, Harnessing Globalisation, 
Future of EU Finances, Future of Euro-
pean Defence) in the first half of 2017. 
In September 2017, the speeches of 
Jean-Claude Juncker5 (on 13 September 
2017) and Emmanuel Macron6 (on 26 
September 2017) on the future of Europe 
met with a considerable, though mixed 
response. In light of presentation of the 
European Commission’s proposals on 
completing the Economic and Monetary 
Union on 6 December 2017, the time for 
fundamental decisions now seems to 
have moved closer. 

BAK’s position is clear on the deepen-
ing of the Economic and Monetary Un-
ion. The deepening of EMU can only 
be supported if it can solve Europe’s 
problems, in particular high unem-
ployment, poverty and growing in-

equality both within and between 
Member States. A key benchmark must 
be whether the proposals for deepen-
ing EMU promote a prosperity-oriented 
economic policy, overcome democratic 
shortcomings and lead to genuine so-
cial upward convergence.

The Commission too notes that EMU is 
“not an end in itself”, stating that “jobs, 
growth, social fairness, economic con-
vergence and financial stability should 
be the main objectives of our Economic 
and Monetary Union”7. Similar wording 
can be found in the Opinion8 of the Eu-
ropean Economic and Social Committee 
(EESC) on the above-mentioned reflec-
tion paper: “EMU is not an end in itself. 
It is a means to optimise the possibilities 
of achieving: sustainable growth, good 
jobs, economic and social upward con-
vergence; stability and prosperity for all 
Member States by operating together; 
economic responsibility which goes 
hand in hand with solidarity; and risk-
reduction which goes hand in hand with 
risk-sharing.” 

The submitted proposals for deepen-
ing the EMU must be measured against 
that benchmark!

As we explain in Part II of the position 
paper, two key proposals of the Com-
mission – the establishment of a Euro-
pean Monetary Fund (EMF) anchored 
within the EU legal framework and the 
integration of the substance of the TSCG 
into the EU’s legal framework – can be 
implemented in accordance with EU 

Part I: Groundwork for a better Europe 
from the point of view of workers
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law only through amendment of the 
EU Treaties. However, the incompatibil-
ity of those proposals with EU law is only 
one of our criticisms. The TSCG should, 
in our opinion, be repealed; the EMF can 
only be supported under certain condi-
tions.

The Commission is afraid to reform the 
EU treaties, even though it deemed trea-
ty reform necessary in its comprehen-
sive “Blueprint for a Deep and Genuine 
Economic and Monetary Union”9 of 28 
November 2012.

Unlike the Commission, we believe that 
some of the groundwork needed for a 
better Europe can only be laid through 
treaty reform. That includes, in particu-
lar:

•	 Strengthening the democratic 
dimension through further en-
hancement of the European Par-
liament’s role (stronger control 
rights, extension of the co-decision 
procedure to all areas of European 
economic policy) and ex-ante in-
volvement of the social partners 
in the economic governance of the 
euro area.  

•	 Enshrinement of well-being-
oriented economic policy as a 
new “magic polygon”: the Un-
ion’s commitment to prosperity is 
enshrined in Article 3 of the Treaty 
on European Union and is often 
portrayed as the pivot of European 
integration. And yet the economic 
policy of the EU is extremely one-
sided. In order to facilitate balanced 
economic development and the 
achievement of EU social and en-
vironmental objectives, a “magic 
polygon” of well-being-oriented 
economic policy should be estab-
lished in the scope of the European 

Semester. The aim is to establish 
consensus that economic policy 
should pursue objectives, such as 
full employment, a high level of fair 
distribution of wealth, quality of life 
and environmental sustainability as 
balanced as possible, while main-
taining economic stability. The guid-
ing principles set out in Article 119(3) 
TFEU should, inter alia, be supple-
mented for that purpose. 

•	 Strengthening of the social di-
mension through a Social Pro-
gress Protocol: a “Social Progress 
Protocol” at the EU primary law level 
is necessary to establish the princi-
ples that were promised to working 
people in Europe, in particular by the 
Treaty of Lisbon. This  includes, for 
example, prioritising fundamental 
social rights, including trade un-
ion rights, over market freedoms, 
strengthening of the principle of 
equal pay and equal working 
conditions for equal work carried 
out at the same place, in particular 
in the context of effectively combat-
ing wage and social dumping and 
protecting  the autonomy of social 
partners. A “Social Progress Proto-
col” should also detail the concept 
of a “social market economy” set 
out in primary law by clarifying that 
it includes workers’ rights at a high 
level of protection and excludes 
competition that is detrimental to 
wages and labour standards. A 
“non-regression clause”, accord-
ing to which EU action should not 
lead to a step backwards for the 
protection of workers under nation-
al employment law, should also be 
part of that protocol.

 
•	 The restrictive fiscal rules must be 

loosened so that public budgets 
can be orientated in a more anti-
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cyclical manner and public invest-
ment in research, development, 
education as well as the social and 
ecological infrastructure, which 
creates the potential for intelligent 
growth, is not incorporated into the 
calculation of the structural deficit 
or the deficit in relation to the GDP 
(“Golden Rule for Public Invest-
ment”)10. The Golden Rule could 
be implemented by means of a 
“Protocol for Social and Ecological 
Investments for the Future”. There 
are already some indications of the 
Golden Rule for Public Investment at 
the European level. The EESC11 has 
also addressed that idea in several 
of its recent opinions. 

Positive deepening measures can also 
be taken by applying the simplified re-
vision procedure pursuant to Article 
48(7) TEU.

•	 Here we welcome Jean-Claude 
Juncker’s proposal for qualified ma-
jority voting on tax policy – by using 
so-called “passerelle clauses” in 
the current Treaties – as a positive 
step towards more democracy. 
That clause should also be used 
in the social field in particular. It is 
well known that, in response to the 
Treaty of Lisbon, the United King-
dom enacted a national law pro-
hibiting government from support-
ing that clause at the EU level. Brexit 
therefore increases the chances of 
a transition to qualified majority vot-
ing in those policy areas, resulting 
in more efficient decision-making 
structures to strengthen social Eu-
rope by enhancing minimum 
social standards and by taking 
action against social and fiscal 
dumping. 

In addition, positive deepening meas-
ures could also be implemented quickly 
through measures that do not require 
treaty reform, including above all: 

•	 strengthening of social partners 
at the EU and national level as an 
essential condition for sustainable 
solutions in key policy areas, and 
in particular for wage policies. In 
the sense of productivity-oriented 
wage policy, it is necessary to put 
an end to the increasing under-uti-
lisation of the scope for wage de-
velopment that arises from medi-
um-term macroeconomic produc-
tivity growth and the ECB’s inflation 
target. In the scope of an EU-wide 
coordination by the social partners, 
it is also necessary to take steps to 
ensure that minimum wage levels 
at the individual Member State level 
are universally applicable in all the 
Member States, and that they reach 
a level that ensures an appropriate 
standard of living (as a priority over 
the development of universally ap-
plicable collective agreement sys-
tems). 

•	 symmetrical reduction of macro-
economic imbalances through the 
introduction of an “Insufficient Fiscal 
Stimulus Procedure” that obliges 
countries accumulating large and 
sustained current account surplus-
es to increase public investment.
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On 6 December 2017, the European 
Commission presented further meas-
ures to deepen EMU12, namely 

•	 a proposal for the establishment of 
a European Monetary Fund (EMF), to 
be adopted by mid-2019, 

•	 a proposal to integrate the sub-
stance of the Treaty on Stability, Co-
ordination and Governance into the 
Union legal framework, also to be 
adopted by mid-2019,

•	 a Communication on a  European 
Minister of Economy and Finance, 
and

•	 a Communication on new budget-
ary instruments for a stable euro 
area.

European Monetary Fund (EMF)

BAK’s position: BAK only agrees with a 
transformation of the European Stability 
Mechanism (ESM) into a European Mon-
etary Fund (EMF) and its anchoring in the 
EU’s legal framework if 1) it takes place 
in compliance with EU law, i.e. demo-
cratically by way of amendment of the 
EU Treaties 2) the European Parliament 
is granted full co-decision rights on the 
requirements and conditions that are 
set, and 3) the European Pillar of Social 
Rights and all the relevant provisions of 
the Charter of Fundamental Rights are 
included as a set of criteria for condi-
tions for providing financial stability sup-
port to Member States.  

Introductory remarks

Undoubtedly, questions of the refinanc-
ing conditions and options of public 
budgets are crucial for crisis manage-
ment in a monetary union. Ahead of es-
tablishment of the EMF, it is therefore of 
particular importance to first recall what 
can drive countries into severe financial 
difficulties, rendering them reliant on ex-
ternal financial support. Recital 1 of the 
proposed Regulation makes reference 
to the 2007 economic and financial 
crisis. While it is right to make mention 
of the crisis, its causes should not be 
ignored, including the weak regula-
tion of financial markets, the drastically 
unequal distribution of wealth and the 
imbalances between Member States. 
In those particular areas, BAK still sees 
significant shortcomings, which need 
to be rectified in order to ensure Eu-
rope’s crisis resilience.
 
•	 First, the financial markets have not 

been restructured in the wake of the 
crisis in a way that would provide 
reassurance that the financial sec-
tor is financially sustainable today. 
For example, an ambitious struc-
tural reform of the banking system 
and the sustainable regulation of 
shadow banking are still needed. 
The intention, for example, of reviv-
ing controversial financial instru-
ments through a Capital Markets 
Union is unfortunately the entirely 
wrong approach. 

Part II: Commission Roadmap of 6 
December 2007 for Deepening Europe’s 
Economic and Monetary Union
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•	 Second, distribution is still highly un-
equal. If a country is in severe finan-
cial trouble, the relevant question is 
not only that of how other Member 
States can step in, but of which so-
cial group - whether in the given 
country or the Union as a whole - 
is primarily burdened with financ-
ing of the stabilisation. BAK firmly 
rejects placing a further burden on 
workers and advocates financing, 
for example, from property-related 
taxes or a financial transaction tax.

•	 Third, imbalances between the 
Member States are still consider-
able. 

Remarks on the Commission’s pro-
posal 

The Commission proposes to transform 
the European Stability Mechanism (ESM), 
which was established in 2012 by a 
treaty under international law, into a Eu-
ropean Monetary Fund (EMF) and to an-
chor it within the EU’s legal framework. It 
has submitted a proposal for a Council 
Regulation, including an Annex, for that 
purpose13. The EMF would only be used 
“where it is indispensable to safeguard 
the financial stability of the euro area or 
its Member States”. As the legal succes-
sor to the ESM, the EMF would essen-
tially retain the financial and institutional 
structures of the ESM. The form of ESM 
funding, ranging from loans to the pur-
chase of government bonds to recapi-
talisation measures for banks, would 
also stay in place. Like the ESM, the EMF 
would also raise funds through the is-
sue of capital market instruments and 
through money market transactions. 

The EMF differs from the ESM in four 
problematic respects. First, the EMF 
would act as a backstop for the Single 
Resolution Fund, which was created un-
der the Banking Union (see below). Sec-

ond, faster decision-making would be 
possible in specific urgent situations – a 
reinforced qualified majority, in which 
85% of the votes are required, is pro-
posed for specific decisions, for exam-
ple on stability support and deployment 
of the backstop. Third, the proposal fore-
sees more direct involvement of the EMF, 
alongside the European Commission, in 
the negotiation and management of fi-
nancial assistance programmes. Finally, 
reference is made to the possibility for 
the EMF to develop new financial instru-
ments (possibly eurobonds).

The draft Regulations of the Commission 
are very detailed. Below we address 
three questions that are of primary 
importance for the assessment of the 
Commission’s proposal: Is the chosen 
legal basis compatible with European 
law? How is the European Parliament 
involved?  What conditions are associ-
ated with the financial stability support 
provided for by the EMF?

1) Incompatibility of the Regulation 
with European law 

Since there was no legal basis for the 
establishment of the ESM under EU law, 
it was ultimately concluded through a 
treaty under international law. The result 
was a construction under international 
law by which the European Commission 
could only act by way of “Organleihe” 
(lending of an administrative organ to 
another public authority) and the Parlia-
ment was unable to exercise or was de-
prived of co-decision rights outside the 
framework of the EU Treaties due to that 
mechanism.

It was not least for that reason that the 
European Parliament launched an en-
quiry. The final report of that enquiry 
states that “there was no appropriate 
legal basis available for setting up the 
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Troika on the basis of Union primary 
law, which led to the establishment of 
intergovernmental mechanisms in the 
form of the EFSF, and eventually the 
ESM.” The report further notes that “calls 
for any future solution shall be based on 
Union primary law”, which “might lead 
to the need for a Treaty change”.14 In 
other words, the European Parliament 
clearly took the position in the report 
that a future European Monetary Fund 
needs to be set up by amending the 
EU Treaties, as there is no relevant le-
gal basis for the European Monetary 
Fund in primary law. 

The Commission also unequivocally 
stated in 2012 that the establishment of 
a European Monetary Fund would en-
tail “transfer of sovereignty” and, hence, 
“responsibility” (extension of powers) at 
the European level.15 It is precisely that 
transfer of sovereignty that necessitates 
a treaty amendment, based on the prin-
ciple of conferral of powers. Moreover, 
the Commission noted that this transfer 
would be to such a degree that it would 
require not only improved accountability 
but also “strengthened democratic le-
gitimacy”.16 

The Commission ignores its former 
position, although the Regulation’s in-
compatibility with EU law is obvious, 
as the following analysis shows:
 
•	 Since there is no legal basis for es-

tablishment of a European Mon-
etary Fund in the EU Treaties, it was 
decided to set up the ESM under 
an international treaty. Otherwise 
it would have been possible to set 
it up relatively quickly by way of a 
Regulation at that time. 

•	 It was only because of that arrange-
ment that the question became rel-
evant of whether some Member 
States can still set up an instrument 

that provides for lending and there-
by an assumption of liability after 
establishment of the Economic and 
Monetary Union and the no-bailout 
clause provided for therein. 

•	 Since there was no relevant case 
law of the European Court of Jus-
tice (CJEU) at that time, Article 136(3) 
TFEU was inserted by way of a sim-
plified revision procedure. It states 
that “The Member States whose 
currency is the euro may establish 
a stability mechanism [...] if indis-
pensable to safeguard the stability 
of the euro area as a whole. The 
granting of any required financial 
assistance under the mechanism 
will be made subject to strict con-
ditionality.” 

•	 Consequently, that provision only 
states that Member States are en-
titled to set up a suitable instru-
ment related to EMU. Precisely that 
was subsequently confirmed in the 
Pringle case (C 370/12) by the CJEU.

•	 Contrary to that and the aforemen-
tioned statements by the European 
Parliament, the Commission’s pro-
posal for a Regulation now claims 
that a legal basis does exist for the 
establishment of a European Mon-
etary Fund. 

•	 Article 352 TFEU is now being pro-
posed as the framework for the EMF 
“also for efficiency reasons” (page 
3). It is stated in that context that 
“The European Court of Justice has 
already considered the possibility 
that Article 352 could be used to 
establish a [relevant] Union body”.17 

•	 That is simply wrong. In paragraph 
67 of the judgment to which the 
Commission refers, the CJEU merely 
states that it is not required to an-
swer the hypothetical question of 
whether Article 352 provides suita-
ble powers, since “the Union has not 
used its powers under that article”.
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•	 The Commission also asserts that 
“it was already clear then [at the 
time of the decision-making] that 
this could also be achieved within 
the framework of the EU Treaties, 
as indicated, for instance, in the 
Commission’s Blueprint for a Deep 
and Genuine Economic and Mon-
etary Union”. Here the Commission 
contradicts itself. The Commission 
states in its blueprint with reference 
to integration of the ESM into the 
EU legal framework that this would 
“imply a higher degree of transfers 
of sovereignty, hence responsibility 
at the European level. This process 
should be accompanied by steps 
towards political integration, to en-
sure strengthened democratic legit-
imacy, accountability and scrutiny.”18 

•	 Precisely that transfer of pow-
ers cannot be achieved under the 
framework of Article 352 TFEU. It is 
true that Article 352 TFEU aims to fill 
gaps in legislation if “action by the 
Union should prove necessary, with-
in the framework of the policies de-
fined in the Treaties, to attain one of 
the objectives set out in the Treaties, 
and the Treaties have not provided 
the necessary powers” (Article 352 
TFEU). However, that possibility of 
closing such gaps comes up against 
its limits exactly at the point where 
the transfer of sovereignty begins: 
Article 352 TFEU “as a provision on 
jurisdiction, serves to close gaps left 
by the principle of conferral without 
extending powers (no competence-
competence); it completes (fills the 
gaps in) such powers at most.”19 

It follows that the establishment of a 
European Monetary Fund by means of 
secondary legislation instead of through 
amendment of the EU Treaties, as origi-
nally envisaged, is incompatible with EU 
law.

2) Withholding of co-decision rights 
from the European Parliament

The Commission’s proposal for a Regu-
lation on the establishment of the Euro-
pean Monetary Fund does not provide 
for any co-decision rights of the Euro-
pean Parliament. Article 5 (under the 
heading “Accountability”) states only 
that the EMF shall be accountable to the 
European Parliament and that its Man-
aging Director may be heard by the rel-
evant committees or can be invited for 
confidential discussions. The European 
Parliament may also put questions to 
the EMF.

Experiences of recent years have shown 
that the national parliaments of Mem-
ber States that can no longer refinance 
themselves on the financial markets are 
in reality forced to agree to any condi-
tions. It would therefore be of particular 
importance, in the scope of an Economic 
and Monetary Union that is committed 
to respect for democracy, for that to be 
balanced out by public and parliamen-
tary debate and co-decision rights at 
the European level. The European Par-
liament must be involved in the negotia-
tion of financial assistance programmes 
and have the powers to approve or re-
ject a negotiated Memorandum of Un-
derstanding setting out conditions for 
financial support.

3) Policy conditions for providing fi-
nancial stability support

As part of the crisis policy, a policy of 
cuts in social and public infrastructure 
and internal devaluation has been im-
plemented in the programme coun-
tries under the various bailout schemes 
(EFSM, EFSF and ESM).

The conditions set out in the relevant 
Memoranda of Understanding (MoU) 
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included some tough cuts in the health 
sector, leading, among other things, to 
a sharp increase in the number of ill-
nesses.20 The conditions also provided 
for the deregulation of labour law and 
the decentralisation of collective bar-
gaining. All that took place not only 
largely without democratic control, but 
in some cases in a manner in breach of 
fundamental rights.21 

That arrangement of conditionality was 
determined by the fact that the pro-
grammes were drawn up exclusively 
by officers of executive bodies (IMF, Eu-
ropean Commission and ECB) and were 
not subject to democratic control by the 
European Parliament. As a result, there 
was never a broader public debate 
about how to shape crisis policy, ena-
bling policy to be set by those executive 
bodies in the interests of a few.

That would change little in the future. 
The proposed Regulation states that a 
social impact assessment should be 
part ot the negotiations on the MoU. 
That may sound promising, but Article 5 
states that “upon request, the Manag-
ing Director shall hold confidential oral 
discussions behind closed doors with 
the Chair and Vice-Chairs of the compe-
tent committees of the European Parlia-
ment concerning its tasks, including the 
social impact assessment [...]”, demon-
strating once again, that a democratic 
and transparent debate on social con-
sequences is not desired. 

Article 12 of the proposed EMF Regula-
tion (Annex) refers to Article 152 TFEU, 
which defines the recognition and pro-
motion of the role of the social partners, 
as well as Article 28 of the Charter of 
Fundamental Rights. The aim is to en-
sure that the Regulation does not affect 
the right to collective bargaining and 
collective action if stability support is 

provided. Those additions are far from 
sufficient for the necessary rethinking of 
crisis policy, which has involved massive 
cuts in social and public infrastructure 
and a reduction in wage levels. 

BAK by law representing the inter-
ests of about 3.6 million employees 
and consumers in Austria consistently 
advocates a Europe of working people 
and is committed to ensuring that em-
ployees in Austria are not the target of 
misguided neoliberal conditionality in 
the context of a financial crisis. BAK is 
therefore calling for the European Par-
liament to be involved in drafting and 
adopting the financial assistance pro-
grammes through the Memorandum 
of Understanding and for the European 
Pillar of Social Rights and for all relevant 
provisions of the Charter of Fundamen-
tal Rights to be enshrined in the Regula-
tion on the establishment of the EMF as 
a set of criteria for conditions related to 
lending. 

Treaty on Stability, Coordination and 
Governance in the Economic and 
Monetary Union (TSCG)

BAK’s position: BAK rejects the integra-
tion of the substance of the Treaty on 
Stability, Coordination and Governance 
in the Economic and Monetary Union 
(TSCG) into the EU’s legal framework and 
calls instead for repeal of the TSCG. In 
our view, the corresponding proposal of 
the Commission is incompatible with EU 
law and the TSCG in itself is economically 
wrong. Instead of a further tightening of 
the fiscal policy rules, there is a need for 
greater room for budgetary manoeuvre, 
especially during economic slowdowns, 
for example by introducing a Golden Rule 
for Public Investment. That rule would be 
a sustainable way to alleviate the obvi-
ous inconsistency between public invest-
ment needs and EU fiscal rules.
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BAK rejects the proposed integration 
into the EU legal framework for the rea-
sons set out below: 

The proposed integration into the EU 
legal framework is incompatible with 
EU law

Like the establishment of a European 
Monetary Fund, the transfer of the sub-
stance of the TSCG into the EU legal 
framework requires amendment of the 
EU Treaties. Transfer by way of second-
ary law is manifestly incompatible with 
EU law.

The proposed Directive lays down an 
obligation for Member States to set up 
“a framework of binding and perma-
nent numerical fiscal rules” (Article 3(1)-
(3)). In addition, it obliges Member States 
to designate independent bodies for 
monitoring compliance with that set of 
rules (Article 3(4)-(7)), which, among oth-
er things, would be required to be pro-
vided with adequate resources. Since 
those are obligations that have largely 
been in place since the entry into force 
of the TSCG, the Republic of Austria has 
already complied with them. 

That does not change the fact that such 
rules, if they are now to be prescribed 
by an EU Directive, must also have a le-
gal basis in the EU Treaties. The Com-
mission maintains that the legal basis 
is Article 126(14)(2) TFEU, without even 
a single sentence to justify that asser-
tion. Cryptically, it merely states that 
this is “the only available legal basis in 
the Treaty”. It should be noted that Arti-
cle 126(14) refers solely to the “Protocol 
on the excessive deficit procedure an-
nexed to the Treaties”. The second sub-
paragraph of that article states that the 
Council, acting unanimously after con-
sulting the European Parliament and the 
European Central Bank shall “adopt the 
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appropriate provisions which shall then 
replace the said Protocol”. According 
to prevailing opinion on European law, 
that provision also allows a partial re-
placement of the Protocol and does not 
stand in the way of future modifications 
and additions.22 However, the “provi-
sions of the Treaty, in particular Article 
126, act as a substantive limit to such 
amendments too.”23 

Article 126 is clearly structured and sets 
out a clear distribution of tasks. Mem-
ber States shall avoid excessive public 
deficits (paragraph 1) and shall submit 
reports and information to facilitate rel-
evant examination (paragraph 9 inter 
alia). How and by means of what pro-
cedures and institutions they do that, 
however, is entirely at their discretion 
pursuant to Article 126, which can be 
explained not least by democratic sen-
sitivity to parliamentary budgetary law.

Pursuant to Article 126, the Commission 
is subject to monitoring, examining and 
reporting obligations (paragraphs 2, 3 
and 5). The Council has the right to ad-
dress recommendations or sanctions 
to the Member State and may impose 
sanctions on the Member State (para-
graphs 7 and 11). However, neither the 
Commission nor the Council have any 
powers to oblige Member States to 
adopt national budgetary rules or es-
tablish institutions. 
     
That limit to their powers, which is clear 
overall from Article 126 TFEU and the EU 
Treaties, means that it is at the discre-
tion of Member States to decide how to 
implement and comply with the EU re-
quirements. The proposed Directive is 
therefore clearly incompatible with EU 
law, as the legal basis cited therein is 
manifestly unsuitable and does not pro-
vide any basis for the measures envis-
aged. 
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The Treaty is economically wrong

The TSCG, which came into force on 1 
January 2013, provides in particular for 
restrictive national debt brakes (which 
should also preferably be set out in the 
constitution) and an automatically acti-
vated correction mechanism if the fis-
cal rules are violated. Debt brakes are 
problematic because 

•	 first, in downturns, they lead to 
economically harmful pro-cyclical 
budget cuts, resulting in the prolon-
gation and deepening of economic 
crises, and 

•	 second, they prevent an economy 
from making the most of its poten-
tial for prosperity if key economic 
policy objectives – such as reducing 
unemployment, the need for public 
investment or an increase in dis-
posable income – are secondary 
to budgetary objectives. However, 
well-being-oriented policy requires 
a balanced approach to all eco-
nomic policy objectives. 

•	 debt brakes also burden future 
generations by neglecting of public 
assets and generally lesser future 
prospects, which arise because of 
our failure to act now (education, in-
tegration, public transport, housing 
in growing cities, climate change 
etc.). 

Golden Rule for Public Investment in-
stead of the TSCG

Austerity policy in the euro area has al-
ready led to a large public investment 
gap. The existing set of fiscal rules, com-
bined with a lack of European economic 
compensatory mechanisms, has con-
tributed significantly to that. The Europe-
an Commission, in particular, seems to 
be increasingly aware of that issue, as 
demonstrated by its attempts to break 

new ground within the existing restric-
tive fiscal framework of EMU. 

What the euro area desperately 
needs is a rule that supports public 
investment. Public investment in areas 
such as infrastructure, health, social 
housing, transport, schools and kinder-
gartens, energy grids, broadband net-
works and research and development 
etc. increase productivity and employ-
ment, ensure a high quality of life, make 
locations attractive, and improve the 
sustainability of public finances over the 
long term. Last but not least, it is also a 
key prerequisite for business activities in 
the private sector.

BAK is therefore calling for the introduc-
tion of a Golden Rule for Public Invest-
ment24 that excludes public net invest-
ments from the relevant deficit ratios of 
the Stability and Growth Pact (SGP). That 
rule would largely alleviate the obvi-
ous inconsistency between investment 
needs and fiscal rules and should be an 
essential part of deepening EMU. 

European Minister of Economy and 
Finance
 
BAK’s position: The establishment of a 
European Minister of Economy and Fi-
nance would reinforce the one-sided in-
stitutional power structure of economic 
governance. What is needed is an over-
all package that rectifies the democratic 
shortcomings of economic governance 
and institutional imbalances. That re-
quires extension of the European Parlia-
ment’s co-decision rights to all areas of 
European economic policy and the es-
tablishment of a European Employment 
and Social Minister, who should, inter 
alia, be responsible for  implementation 
and monitoring of the European Pillar of 
Social Rights.
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According to the Commission, the Euro-
pean Minister of Economy and Finance, 
as a key person for economic, fiscal and 
finance policy, would strengthen eco-
nomic policy coordination, support the 
formulation and implementation of ad-
equate fiscal policies for the euro area 
as a whole and coordinate relevant EU 
budgetary instruments. The European 
Minister of Economy and Finance would 
also hold the office of Vice-President of 
the Commission, would preside over 
the Eurogroup and thus preside over 
the Board of Governors of the European 
Monetary Fund and would thus have a 
very important position within the insti-
tutional framework. 

Establishment of such an office is worth 
considering, as it would oblige a key 
body in the context of economic gov-
ernance, namely the Eurogroup, to be 
more transparent. The Eurogroup is an 
informal body that, in the scope of crisis 
policy, has become a central hub for the 
development of bailout programmes It 
also plays a key role in monitoring the 
budgetary policies of the euro area 
countries. The members of the Euro-
group are accountable as finance min-
isters of the Member States to their re-
spective national parliaments, but there 
is no real accountability of the Euro-
group to the European Parliament. As 
a result, former Eurogroup Chief Jeroen 
Dijsselbloem repeatedly rejected the 
European Parliament’s invitation to a 
debate on the support programme for 
Greece. The accountability of a Euro-
pean Minister of Economy and Finance, 
who is also president of the Eurogroup, 
would finally bring transparency into the 
decision-making processes of the Euro-
group.

However, in our view, that office must 
be established as part of an overall 
package that addresses the demo-

cratic shortcomings of economic gov-
ernance and institutional imbalances. 
That requires the following measures in 
particular: 

•	 In order to reinforce political over-
sight over the Commission (account-
ability), the European Parliament 
should also have the possibility to 
adopt a motion of no confidence 
against the Commission by simple 
majority instead of the current re-
quirement for a two-thirds majority. 
It should also be possible to adopt 
a motion of no confidence against 
individual commissioners.

•	 The European Minister of Economy 
and Finance must have the strong 
counterweight of a European Em-
ployment and Social Minister25, 
who should , inter alia, be respon-
sible for implementation and moni-
toring of the European Pillar of Social 
Rights. The European Employment 
and Social Minister would also 
hold the office of Vice-President of 
the Commission and participate in 
meetings of the Eurogroup. 

•	 The European Parliament must be 
given a key role in economic gov-
ernance in the future. All areas of 
European economic policy (includ-
ing the individual stages of the Eu-
ropean Semester process) should 
be co-decided by the European 
Parliament. 

•	 The economic governance of the 
euro area should also place par-
ticular importance on the ex-ante 
involvement of social partners. A 
form of macroeconomic dialogue for 
the euro area, as we have repeat-
edly suggested, and the general 
strengthening of the social dialogue 
are therefore needed. Agreements 
of the social partners at the EU level 
must be respected by the EU institu-
tions and the Member States. 
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New budgetary instruments for a sta-
ble euro area

BAK assesses the proposed new budg-
etary instruments as follows:

•	 In light of the debate on a Conver-
gence and Competitiveness Instru-
ment and on the basis of the Com-
munication in question, BAK rejects 
the creation of a new reform deliv-
ery tool to support Member States’ 
reform commitments. 

•	 Given that the euro area candidate 
countries already receive the larg-
est share of EU structural funds as a 
proportion of their GDP, there is no 
need for an additional convergence 
facility for Member States on their 
way to joining the euro

•	 The creation of a common backstop 
for the Single Resolution Fund is only 
acceptable if a structural reform of 
the banking system has first taken 
place and the costs of the backstop 
are ultimately borne solely by the 
banking sector. 

•	 In our view, the introduction of a 
stabilisation function is basically a 
useful step. 

In its Communication26, the Commission 
proposes four specific budgetary func-
tions for a stable euro area. However, 
for the time being, those have only been 
roughly outlined, with the exception of 
the backstop in the scope of the Banking 
Union. In particular, most of the propos-
als lack concrete figures. Detailed pro-
posals for those functions will be pre-
sented by the Commission in May 2018 
as part of its proposal for the post-2020 
Multiannual Financial Framework.

On the basis of the Communication, 
BAK’s position on the various functions 
is as follows: 

Support for structural reforms 

BAK has grave concerns about the 
Commission’s proposal to propose a 
new reform delivery tool for the post-
2020 Multiannual Financial Frame-
work to support Member States’ re-
form commitments. 

The tool would be made available to  
Member States in the framework of 
the European Semester that commit 
“to reforms discussed in dialogue with 
the Commission and agreed in reform 
commitments”. These reforms would be 
proposed by the Member States them-
selves and made binding where pos-
sible, for example through a detailed 
set of measures and the formulation of 
milestones and reports in the context of 
the European Semester. In doing so, the 
Commission would perform a control 
function, provide support and, above 
all, assess the basis for financial sup-
port through the objectives too.

A more detailed description of what 
features such reforms that are “worthy 
of support” should have is lacking. The 
phrase “the focus should be on those 
reforms that can contribute most to the 
resilience of domestic economies and 
have positive spill-over effects on other 
Member States” leaves plenty of room 
for interpretation. Considering the po-
litical focus at EU level in the wake of 
the crisis, it is to be feared that meas-
ures aimed at erosion of social security 
systems or “increased flexibility” in the 
sphere of employment (such as attacks 
on established collective bargaining 
systems) will be considered “worthy 
of support”. If, for example, excessive 
macroeconomic imbalances are identi-
fied as a result of wage levels that are 
“too high” (compared to those of other 
Member States), that may result in pres-
sure to make negative adjustments. The 
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phrase “development of capital mar-
kets” also seems to imply that further 
liberalisation and deregulation steps 
are intended.

It is to be feared that the proposal is 
nothing short of a revival of the Com-
mission’s failed attempt to introduce 
a convergence and competitiveness 
instrument27 (“competitiveness pacts”). 
It is obviously still a thorn in the side 
of Brussels that there are a number of 
Member States that slip through the 
Commission’s net because they are 
neither subject to an excessive deficit 
procedure, nor are they receiving EU 
financial support or breaching thresh-
olds in the context of macroeconomic 
imbalances. While there are  country-
specific recommendations in the con-
text of the European Semester, these 
are not yet mandatory. It is precisely that 
gap which is now to be filled with con-
tractual agreements between the Com-
mission and the Member States, which 
set out binding structural reforms in 
areas such as wage development, the 
labour market, the pension system and 
efficiency of the public sector. That new 
step toward deepening of the EMU is 
to be made “palatable” to the Member 
States through a financial incentive sys-
tem, which has not yet been fleshed out. 

In light of the debate concerning the 
competitiveness pacts and on the 
basis of the Communication in ques-
tion, BAK firmly rejects this budgetary 
function. It is unacceptable that the EU 
budget, which is ultimately overwhelm-
ingly funded by European workers, 
should be used to support reforms that 
could lead to a reduction of protection 
standards for workers. There are nu-
merous studies on the labour market 
in particular which refute the claim that 
deregulation would bring more em-
ployment and reduce unemployment. 

For example, a study published in May 
2017 by28 the European Trade Union 
Institute (ETUI) was unable to find “any 
empirical evidence” that “deregulation 
has increased employment or lowered 
unemployment for certain groups”. On 
the contrary, reforms were “accompa-
nied by an increase in precarious em-
ployment, particularly in countries which 
have deregulated particularly energeti-
cally”. At the same time, contrary to the 
concept of flexicurity, this has not led to 
an expansion of safety nets in EU coun-
tries, but in their dismantling. In most EU 
Member States, the length and amount 
of unemployment benefit was short-
ened and penalties increased.

Our negative position would only 
change if the democratic shortcomings 
of economic governance have been 
rectified and a new approach to reforms 
has been established at the EU level in 
the interest of European workers. 

Convergence facility for Member 
States joining the euro area

While we welcome Jean-Claude Junck-
er’s statement that the euro should be 
the single currency of all EU Member 
States in the long term, we see little 
need for specific additional euro ac-
cession assistance. With the exception 
of Sweden, which has not had a stable 
majority for the introduction of the euro 
for years, and the United Kingdom and 
Denmark, which are not required to join 
the euro, the euro area candidate coun-
tries are those countries which receive 
the largest share of the EU Structural 
Funds as a proportion of their GDP. 

Creating conditions for upward conver-
gence through investment in sustaina-
ble social and environmental infrastruc-
ture, the introduction or development 
of minimum social standards, effective 
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combating of tax fraud, tax evasion and 
tax havens and, in particular, stronger 
wage growth in Europe would massive-
ly increase the attractiveness of the euro 
area, while accelerating the euro acces-
sion of euro area candidate countries. 
Ultimately, that could also prompt Swe-
den and Denmark to join the euro area.

Backstop for the Banking Union
 
The Commission proposes that the ESM 
or the EMF should serve as the planned 
common backstop for the Single Reso-
lution Fund (SRF). The combined amount 
of outstanding commitments for back-
stopping the SRF would be subject to a 
ceiling of EUR 60 billion, but that ceiling 
could be increased. 
 
The SRF is financed by bank contribu-
tions. It is to be increased between 
2016 and 2023, so that by 2023 it has 
a volume of one percent of the covered 
deposits of all credit institutions of the 
Member States of the Banking Union. In 
July 2017, the SRF had a volume of EUR 17 
billion. Liabilities of the general govern-
ment (not including contingent liabilities) 
to stabilise the financial sector in Austria 
alone reached a peak of EUR 37.3 billion 
in 2015 and of EUR 575.8 billion in the 
euro area in 2012.29 As a result, should  
another systemic banking crisis occur in 
the euro area  in the future, chances are 
that the problems of banks are  passed 
onto the public sector again, just being  
transferred from the national level to an 
EU level. 

Overall, that new function is highly 
problematic. The ESM already includes 
instruments of indirect and direct capi-
talisation of financial institutions. If the 
EMF is now to serve as a backstop for 
the SRF, it will shift even further away 
from being a stabilisation facility for 
Member States to being a stabilisa-

tion facility for the financial sector. The 
Member States and the financial sector 
strongly depend on each other in terms 
of financial stability, but that is precise-
ly the kind of vicious circle or systemic 
weakness that must be alleviated be-
fore (!) establishment of the EMF. 

A backstop in the scope of the ESM or 
EMF in case the resources available in 
the Resolution Fund are insufficient is 
only acceptable if, finally, a compre-
hensive structural reform of the bank-
ing system takes place first whereby the 
risk of investment banking is separated 
from the risk of commercial banking. It 
must also be ensured that the associ-
ated costs are ultimately solely borne by 
the banking sector. 

Stabilisation function

BAK considers the introduction of a 
stabilisation function basically useful. 
Among the options proposed by the 
Commission, a “European Investment 
Protection Scheme” and the “Rainy Day 
Fund” are worth discussing. Like the 
Commission, we would prefer the for-
mer. We reject the idea outlined by the 
Commission of introducing a European 
Unemployment Reinsurance Scheme 
because that would hardly have any 
stabilising effects.30 Moreover, there is a 
risk these could lead to comprehensive 
harmonisation and Europeanisation of 
the hitherto national social systems. We 
reject that approach. 

Furthermore, in our view, it would be 
counter-productive to make access to 
the stabilisation function conditional 
upon compliance with certain criteria. 
According to the Commission’s pro-
posal, only those Member States should 
be eligible for access “that comply with 
the EU surveillance framework during 
the period preceding the large asym-
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metric shock”. This contradicts the basic 
idea of establishing a mechanism to 
cushion severe macroeconomic shocks 
in a euro area country. First and fore-
most, it should be about quickly mak-
ing EU funds available for investments. 
At most, as also envisaged in the Five 
Presidents’ Report, it would be conceiv-
able to identify a pool of investment pro-
jects in advance, which should be given 
priority in the event of a macroeconomic 
shock. 

However, clear conditions are needed 
as to the point at which the stabilisation 
function will be activated automatically. 
The Commission advocates pre-defined 
parameters, for example based on “a 
large temporary negative deviation 
from their unemployment or investment 
trend”, which we expressly welcome. 
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Should you have any further questions
please do not hesitate to contact

Norbert Templ
T: +43 (0) 1 501 165 2158
norbert.templ@akwien.at
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