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Abstract

Current account imbalances were at the heart of the crisis that engulfed the monetary
union in the wake of the global financial crisis. Unlike in a federal state, current account
imbalances matter in an "unfinished" monetary union. A stable monetary union requires
a framework to limit imbalances and promote sustainable growth, avoiding the problem
of "rotating slumps". Since the crisis some steps have been taken to address the issue,
notably the Macroeconomic Imbalance Procedure (MIP). The MIP is, however,
asymmetric, focusing on adjustment in deficit countries. A more symmetric resolution
and avoidance of imbalances would also need to address the fiscal rules, which focus
narrowly on deficit limitation, which is inimical to sustained and balanced growth. In the
absence of a major breakthrough towards federalized economic policymaking, a path
forward is needed that as far as possible builds on existing institutions. A proposal is
made to reactivate the Broad Economic Policy Guidelines, broaden the remit of the
advisory Productivity Boards to encompass the entire policy mix, and strengthen the
Macroeconomic Dialogue, notably by establishing MEDs at national and Eurozone
level.

Born 1963 in Great Britain, Andrew Watt studied economics and modern languages at
the University of Surrey, political science at the Otto-Suhr Institute of the Free
University of Berlin, Advanced European Studies at the University of Basel, Doctoral
program at the London School of Economics und the University of Hamburg (Dr. rer
pol). Since August 2012 he has been head of the Macroeconomic Policy Institute (IMK)
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Department of the Hans-Bockler Foundation. Previously he worked as a Senior
researcher at the European Trade Union Institute (ETUI) in Brussels. His research
fields are economic governance of the euro area, economic and employment policy in
Europe and comparative political economy. He has been consultant and adviser to
numerous European and national institution, taught courses at the University of
Bielefeld and the University of Applied Sciences BFI, Vienna. Andrew Watt is member
of the editorial board of the journals Industrial Relation Journal and Economia & Lavoro
and regular columnist and blogger for the Social Europe Journal.

The wiiw seminar series ‘Policy Perspectives for European Integration’ is the
continuation of three earlier wiiw seminar series: ‘Crisis management in Central, East
and Southeast Europe: What is to be done?’; ‘Policy options for the post-crisis
economy in Central, East and Southeast Europe’; and ‘EU in Crisis’. In this series, our
emphasis is on issues that affect the future of the European Union: we look at the
policy perspectives which may emerge after the crisis and affect the EU and its
neighbourhood. Reforms of the EMU, the closer fiscal and economic cooperation of the
Member States, bail-out schemes, solutions to the prevailing debt problems in the
Southern Rim of the Union, the controversial relations between the EU and Russia
affecting border countries and, furthermore, migration policy challenges within the EU
and with neighbouring regions are topics we expect to remain of utmost importance in
this and the coming years. Policies impacting on the further integration of the new
Member States and future enlargements of the EU will remain an integral part of the
discourse in this seminar series as well.
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