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 EP-CEPS policy dialogue urges Council to take the right action to halt the Euro crisis
The EP-CEPS Policy Dialogue met at the European Parliament, under the chairmanship of Gianni Pittella, EP first vice-president, ahead of the European Council on October 23. It heard reports by Daniel Gros (Director of CEPS) and Stefano Micossi (CEPS board member) on the economic and financial crisis and policies needed to restore stability and sustained growth. Several MEPs participated in the ensuing exchange of views. The main conclusions are listed below, and will be sent to the European Council as a contribution to their deliberations. 
The recent recovery of stock exchanges should not be seen as a sign that the emergency is over, but rather as a temporary phenomenon mainly justified by hopes that the European Council will finally take the decisions required to halt the ongoing crisis of confidence in the euro euro-area sovereign debts. Failure to take resolute decisions, able to convince financial markets once and for all that the euro stands on firm policy foundations and that its members will do whatever it takes to break speculation, can precipitate the crisis into unknown territories.

Decisions are required in four domains: national budgetary and financial policies, crisis management at euro area level, economic growth, and economic governance arrangements.
There is a need to drastically strengthen EU control mechanisms over national budgetary and financial policies to eradicate all possibilities for destabilising national policies. To this end EU institutions should be empowered to veto national budgets and, if the need arises, act directly to correct budgetary divergences form agreed policy guidelines. The ESRB and EBA should have the power to intervene directly to stop accumulation of excessive leverage in the banking and financial system. 
As to crisis management, the ECB should be allowed to use fully its statutory powers to act as lender of last resort in the support of solvent sovereign debtors with open market operations. The EFSF, and subsequently, the ESM, should be given the executive powers to do all that is needed to manage financial assistance programmes for distressed euro area sovereign debtors and distressed banks.
Financial assistance programmes should entail strong conditionality to restore durable sovereign debt sustainability. 

 Debt sustainability in the medium term requires growth. Under current trends, growth is too low to remove competitive disequilibria and restore full employment. Deep structural reforms are required to boost growth, notably opening the service sector, including banks and financial services, to competition, making labour markets more flexible, completing the internal market in energy, telecoms and transport. However, there is also a need for a strong investment programme for internal market infrastructures, research and development, education, and skilled labour mobility. European resources should be enhanced with recourse to capital markets through the EIB and similar national institutions. The European Council should launch a new Recovery and Growth programme as a matter of urgency to mobilise European as well as national resources to this end.            

Economic policy governance should be entrusted to European institutions, with majority voting and fuller involvement of the European Parliament, notably as regards decision-making in the enforcement of the common policy guidelines and financial assistance programmes. Direct involvement of the European Council deciding by unanimity in the design and implementation of financial assistance programmes has become a destabilising factor, since urgent decisions are delayed and taken hostage by opportunistic groups in national politics.
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