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EPILOGUE


The recent citizen’s rejection, at the French and Dutch referenda, of the new Constitutional Treaty (CT) is a major blow not only to the EU Constitutional process but also to the reform process envisaged at the Lisbon Agenda and in general to the adaptation of the EU to the process of increasing globalization. It was expected that with 11 member countries choosing the referendum as the most democratic way to ratify the CT, some countries could say no to it, mainly Denmark, the Czech Republic and above all the UK, but nobody expected that two of the EU founding members would say no. Although the CT establishes in declaration 30 that the CT should only be abandoned if it would be rejected by more than five member countries, after these two countries did it and the UK decided to delay its referendum, it can be said that the CT is practically dead. 


What can be done technically and politically to save the CT? The Nice Treaty is the EU Constitution in force today and it will be in force until 2009, so there is no need to invent a new CT. It seems very clear that it is now impossible to think about a renegotiation of the CT given the long constitutional process followed to agree its present text, consisting in a Convention, an Intergovernmental Conference and national ratifications through Parliaments or referenda. It is also extremely difficult to envisage a second referendum for those members that have rejected the CT, before October 2006, which is the established deadline for ratifying the CT. But one possibility would be to agree unanimously to extend the ratification period beyond 2007, that is, after the French Presidential elections, after which it would be possible to hold a second referendum in France and the Netherlands. Otherwise, the only possibility left would be to find a consensus among the 25 members in the next European Councils to try to apply in advance all those elements of the CT which do not require a change in the Nice Treaty, leaving for later to find a consensus on some “enhance cooperation” new areas and on the Institutional design, which would only come into force in 2009, with the newly elected European Parliament. 
After that, a new Intergovernmental Conference could be called to try to agree on a new CT for part 1 and 2 of the actual CT (i.e. the basic Constitutional Principles, the Council vote weighting and the Fundamental Rights Chart) and agree by unanimity on a new method of ratification. This new method could be based on first, achieving a simultaneous super qualified majority of two thirds both by the new Euro MP’s, elected in 2009, and by the national parliaments and second on a simultaneous EU wide referendum, which would require a qualified majority of two thirds of the European citizens and four fifths of the (by then 27 or 28) member countries. 
But there are other negative externalities which derive from the CT rejection by the French and Dutch citizens, which can pose very serious problems in the future for the EU. The large majorities of the citizens of both countries who have voted against the CT were not really voting against European Integration, but mostly against their own political leaders and their policies, against Enlargement, against future Turkey’s entry, against foreign competition and immigration from developing countries, against structural reforms, while, at the same time, they were demanding more social protection. That is, they have voted against all the factors and policies included in the Lisbon Agenda, which are absolutely necessary for the EU to prosper in the long term. 
As I have explained in the previous chapters, the European leaders decided only five years ago, in Lisbon, to reform the EU product and factor markets to make of it the most dynamic region in the world, increasing productivity and reforming labor markets to be able to compete in an increasing global world and to enhance EU growth, reducing the rate of public expenditures to increase government savings and make room for accommodating the large aging population problem and achieving as quickly as possible a Single Market for goods, services, technology, capital and labor. A few years later, given the very slow pace of reforms, some initiatives by the European Commission, mainly the Independent Group Report and the Wim’s Kok Report tried to revive the Lisbon spirit but some governments pressed by national electoral events, decided not only do very little in terms of reforms but to break away from two decisive stumbling blocks of the EU, the Stability and Growth Pact and the single market Services Directive. 
Now, through the CT referenda, we have been able to hear directly the voice of the European citizens who not only they do not seem to accept any of the measures of the Lisbon Agenda but also have voted against Schroeder and Berlusconi in their regional elections because they have tried some reforms, or against Chirac and Raffarin in the CT referendum for having introduced small reforms. Moreover, the European citizens do not seem to want more immigrants from the Magreb or other Islamic countries, they do not even want more immigration from Eastern and Central Europe, they do not want to accept competition in textiles from Asia or the new Member States, they do not want to reduce agricultural subsidies from the EU budget, they want more protection against foreign competition and globalization and more “Social Europe”.

They do not seem to recognize that, by contrast, the vulnerable financial situation of Social Europe is not only the result of welfare states becoming too generous in some countries, of being increasingly inefficient and of creating impediments and reducing incentives to employment, investment and growth, but is also the result of fiscal policies in some countries having been too lax for too long. Now, that Social Europe is more needed than ever to compensate those European workers who are going to be at a competitive disadvantage versus workers in other developing regions and countries because of their relative cost and skills, the present social system it less able to help them.
Another problem with this attitude is that it is arriving at the worst possible moment to the EU, that is, in the middle of an urgent process of adapting to the new information and communication technologies and to an increasing process of global competition, not only for exports of goods and services but also for capital and labor, given the fast development of outsourcing and off-shoring. Competition is now global, those firms which are not able to adapt to the new competitive trends are going to suffer heavy losses and those countries which do not invest in education, training, R&D and innovation will not be able to compete with the new competitive entrants in the world markets.

The EU cannot afford to retreat from world competition and globalization because its larger export and investment markets are going to be in the developing countries and not in an ageing Europe, because it needs large inflows of foreign immigrants to stabilize its shrinking labor force and because, in the meantime and in order to compete globally, it needs to outsource part of its labor intensive production process to developing countries. 
Finally, if French, German, Italian and Dutch citizens think that they are going to reverse the present situation by ousting their present mild reforming leaders they are mistaken, the new elected leaders will be force to have to do something as well to try to improve the EU competitive situation, unless they do not fall into straight populism, option that will be deadly for the future of Europe. Ironically, they have voted no to the most democratically drafted Treaty of all. In order to fill the growing “European democratic deficit” the new CT has started with a Convention with a majority of elected members from national and European parliaments showing a great improvement from previous opaque intergovernmental conferences that did draw previous treaties behind close doors. They have voted no to a new CT that has reduced the weight and size of the Commission and abolished the inefficient rotating presidency of the Council, that has changed the vote weighting in the Council in order to give more weight to the population that to the nations and that has given more powers to the European Parliament and extended its joint “co-decision” with the Council. Finally, they have rejected a CT which, for the first time in the history of integration, included a Chart of fundamental rights for all European citizens. 
There is of course a contending point of view, which sees the present deadlock as “dejá vu” within the European integration process, which traditionally has tended to make two steps back and one forward, and thus which considers the ratification failure as a great opportunity for the future of the Union because the EU has always advanced more rapidly after its major crises. This view is based on several ideas: The first one is that French and Dutch citizens have not said no to European integration, but to issues of internal politics and competition and they have shown a high rate of dissatisfaction more with the lack of reforms or the very timid pace of them then with no reforms at all. Moreover, many have also voted no because would have preferred a CT more ambitious and with a higher degree of political integration and the popular debate provoked by the referenda over the future of the EU has been extremely important to the future of the EU. The second one is that the ratifying process should go ahead because 9 countries and 49 per cent of the EU population have already ratified and it would be necessary to see if it can be achieved ratification by 20 countries before the end of 2006 or if not, to extend the period of ratification beyond 2007, in which case the CT could go ahead. The third idea is that sooner rather than later, Chirac will be replaced by a younger and more liberal Sarkozy, that Schroeder will be replaced by a more market oriented Merkel and that Berlusconi will be ousted in the next election and Prodi will be a more serious reformer and thus, EU leadership and EU decision making will improve with these changes. Therefore, according to this view, the present deadlock could be for the better of the future European integration.

I am personally more pessimistic about the future of the EU now than when drafting this book because decision making is going to be much more difficult under the Nice Treaty than with the new CT, because it seems clear that EU citizens do not seem ready to face more competition and further reforms and they want more protection, thus, delaying the consolidation of the Single Market, which is the backbone of EU integration, and because without reforms the EU will not be able to compete globally. I hope to be mistaken, but I envisage very little change of attitude in the medium term or even a further aggressive popular push for more protection. The historical experience with reforms among EU countries shows that only those member countries such as Ireland, Finland an Sweden, which more than a decade ago were close to an economic collapse, are the ones that were able to introduce very important reforms and today they are much better positioned to face the challenges of globalization and of population ageing. A clear proof of it is that they are today among the top eight most competitive countries in the world, according to the ranking of the World Economic Forum. That is, their experience seems to prove that only facing the verge of economic collapse, their populations were ready to change their status quo and accept short to medium term sacrifices to collect future benefits or what is the same, to accept deep structural reforms.   

