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THEORETICAL AND INSTITUTIONAL FOUNDATIONS OF THE
DEVELOPMENT AND REFORMS OF MONETARY INTEGRATION OF
THE EUROPEAN UNION

SUMMARY

The institutional mechanism of European monetary integration was established in
the Maastricht Treaty and modified by subsequent reforms. The functioning of this
mechanism should reveal whether it provides for a stable single currency that is
sustainabe i n the | ong run, or whet her , on the
mechanism for the single currency is built into the monetary union, regardless of whether
this is a consequence of the theoretical foundation expressed through the optimum
currencyar ea theory or of t he mechani smods pr a
decisionmaking mechanisms applicable to monetary and fiscal aspects of the monetary
union are reflections of the constitutional system of the European Union, which arose
from the eal economic and political interests of the member states when faced with the
choice between federalism and confederalism as opposing approaches to European
integration. Barely a decade old, the monetary union faced, firstly, a financial crisis, and
then acrisis of public debt, which ultimately led to a crisis of the elitee crisis of the
single currency has affected monetary transmission channels of the European Central
Bank, caused a loss of confidence in the credit system, and reduced the potential fo
functioning of t he single currency (throuc
particularly by engendering fear that individual member states would abandon the
monetary union. The stability of the Eurozone has been jeopardised by lender instability.
Finally, individual institutions have lost some of their legitimacy, which has deepened the
democratic deficit of the European Union. Crises have been addressed through a complex
combination of efforts aimed at consolidating existing institutions and craaimgnes,
and procedures in the context of these two forms of integration, whereas the essence of
t he Eur opean Uni onds constitutional arr al

Consequences of the crises and reforms of institutions that make up the monetary unio



have raised the question of its future fate. The prevailing opinion is that the Eurozone is

0i mperfectd and that It wi || be exposed to
economic and political di f fer &wapeas Bnion Monet ar
stands somewhere between further integration and disintegration. Disintegrative trends

may be evidenced by the failure of interest in adopting the single currency, collapse of

the legitimacy of institutions of the monetary union, abandonwietiie monetary union,

fiscal crises, and decrease in real convergence between member states. Further
integration will entail inclusion of exempt countries into the monetary union, stabilisation

of the new functions of the European Central Bank, and alesation of the European

Uni ondés fiscal function, either by means of
of Financed power s. Anot her possible direc
through political union, i.e. federalisation of the Eumee, which would involve the

transfer of the fiscal policy branch of the monetary union into the exclusive jurisdiction

of the European Union through the creation of a fiscal union, which would remove
obstacles posed by the decisimaking powers of membetates in this area. Finally, yet

another possible solution could be to reduce the scope of monetary union through closer
linkages between individual member states in a political union that would also include

monetary integration. Of course, political pesses under way in the European Union

that aim at closer integratiohe i t her of the entirer &okon, C
approach have been exerting decisive influence ¢
euro is more than just a currency. Itisalpi t i ¢ al and economic proje

Key words: European Union, monetary union, euro crisis, banking union, fiscal
union, political unionaccession oSerbiato the European Union
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MsOB ddzdzsMisd d tOMIsO, Cs'"d 'J BBOojLE BHEY O9
BEZVjlsO  ‘Oodksé HEZGO ftojlso sy O&z0 Mlsd@Ealy O
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25 paul De GrauweEconomics of Monetary UnioiTenth Edition, Oxford University Press, Oxford,
2014, flsts. 193.
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44 Regulation (EU) No 1022/2013 of the European Parliament and of theciCofi?2 October 2013

amending Regulation (EU) No 1093/2010 establishing a European Supervisory Authority (European

Banking Authority) as regards the conferral of specific tasks on the European Central Bank pursuant to

Council Regulation (EU) No 1024/20]Gfficial Journal of the European Unigrl 287/529.10.2013

44> European Central Baniguide to Banking Supervision Fr ank f ur t am Main, Novembe
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446 Directive 2013/36/EU of the European Parliament and of the Conin28 June 2013 on aess to the
activity of credit institutions and the prudential supervision of credit institutions and investment firms,
amending Directive 2002/87/EC and repealing Directives 2006/48/EC and 2006/@8fiefal Journal of

the European UnionL 176/338 27.6.2013

47 Regulation(EU) No 575/2013f the European Parliament and of the Counail 26 June 2013 on
prudential requirements for credit institutions and investment firms and amending Regulation (EU) No
648/2012 Official Journal of the European Unioh 321/6, 3011.2013

203



sHdZEC] E Isdd3 sBZOMIsdBO fftslstcijBdO “j o9j<ddzO® co
9i<ddzO0 cdzOMso O ftojHMISOoddC O H OO Ct5' j dzdf
mMedfJtwodL d  J (wydzPeesigis4, 1PIRQIr2MC1 3 j] E 1| OHL Btodzts:
sBJLBJ' Jd? Pkj Hihsdzlsj tej MO Mo ©OC j§ Hto)Y Q9 j Yy dzO
ftej HMsOo dzd C O dZOYdosdzOdzdzedr toj ez dzOIststedzdn StcG O
SHBESKGO MOHWKY,] BGHEKjHB] 8 AtOodesftcOodesdys ftoj
md HddzMise j dztse 3 ~m Oded L BO Mk J tcondfids Qjo 2 vt dedod dAlst
SHBESIEO B OS jL dats ik dz@ 2D IS eide YE@D@Ezd DO ( fudzPwz 4 5
1. vuvtejteHsej 10.22/ 2013

3.3.4. w0dOyd O d ¢Ohjj BOdOSCO

tkf jtcodLd O BOBOCO, ®BOCOtL d dzO°  sBlzrn o Olsdzd "
b dzj S sk o tojddsjHdem Sdaids dfQi'tg b sjh Cs<OBO. ) tjbkL ddck
Bslsdo Oyd  ©, Hoj GmMdseodsd f§sdzkzej BORS OteMEtse Ik
Mtej HMIsOe O, MmMtekzydedr JtosyjHkzteO d MOotej d3i dzd =
EojC fOkdteOlsd Isteydh dzd BORS O azPty®L §. S 5] d BB M.
sfdeso dzj oteflsy tedLdCO St d Eduk dO Co0ddl,jl
ddzo j Misdydsded f tstels Wistlzdzg® Yy d ‘telas y dzlz o tistde@® dzlfy f dzO iy 3O
EftcO0” O 0O d tHEtotstodesMls L Of smdzj dzgdr . O,u B Iste
COCtE b BORS OuMStd, KOS d b tojOddsd MjSltt
ey dh dzd i SCsdkdsmlsd, SO0t d Mmdhkj &MSd twdL d¢ d
fsMjBdes qLWOYjded bk f jtedtsHEZz WddOdeind MSj CtodlL
HES toj dzOdedr dekz dlsO8 O, f Bz dzyd  Odzdzed = kB dlsOC O,
"stedzdtc O &z IsLo. dzgj dzOf d&zOIsdoej OCIsdej (131 ). s Ot
fedasHO dLoth P t6j Ogztzp OYd Y Jsls yddzved "1sAzdzjd3jctdafs dfisd§G
Mots ' & COfdlsOdzdkz tidzsaoldQ dz ISCORfisd ISHOREZ dzjORO]" tz¢ te@fH< ] ¢
BOdzC j BMISO" 2 dzj Misdze jdzlsdzj  dzj dhselz dzO HiEzyd
1 4 Mtsdze j dzls dets M Is BOdzOSC O B d ydzts f teOlsd d ¢ dn
dzj M s dzsMls HO dZO CwOkOS s dMykdy L ORI o

204



r€ "0 LOHOLOS yJdstcOdzdzi BOdZS ] HO C OB Ctojt
ZdSodHdO MejHMiso © BOR OBO Ct'j Mk daj dzd S o dH dzj
BOZOCO tjh 00O CtosL dBj~OdzdL O3 MOdzOyd “ J .

4 OdzOyd O B OdzS jesol(tipndze §z. ABwMkB Odz B @G> dzd o,
desteBOdzdets toj stz ClskztedMOS j o/ ddzd ddSedHOYyd k& d
10 OCoj ddzmlsdlkzyd j, fhlsO ftesyjHEZted flsjyo"
LO ftedotejHlk, fofmists 0 ) MmMdMmlsj BMStse twdL SO d
MY § yd Wd dz2od dz0defnd * MSj OCIsdo des'flsdy &E R dzdztzf iz dfC
Wddz0odzmd  MSdr StedL O, COHO Mk MkkzyO jod dzj Mt
dzj Msdzo j delsdetsmisd yj dzsSzq dzgsé  dzOyd sdzOdzdzs 6 B O dz€
MOdZOYyd 0 yj &zsS k] dtse lesOdK O Mz e d Mk PO, Ma B
WedSyd & ddasjted3jHd Oyd j. 1shlsts “j dzj sdze § o
FLtesC dzj Misdze j dzlsdetsfisd B OdzS OteMC 56 M Mlsj BO, B
MOdZOYyd s toj Odzdzs e fj Clsste®, o dzd I s te jLHBdEsaz f O
HdR3d dzOdzlsdzy L dyd j BOdOS O, COs d LBBGE st
s te © dzf d3q f d ts dats A3ts digjj S EEalEg SFPC j, ke zOo dzsd3 fj 4 tods
BOdC OtemMS dn fdMmsjzdsd. Cust jik i3t k@ m{@y sk Oz tsdy @
9 jdzdSd ©GBOBO.McpamMEodHEZORAdZ] BOMS ] MORZJLO' I
BOdC teslsfilsots ketetsL d dzO® W &z dz$ fii df tsdzdhff) © o jo j B Mdeq @ tOf) Ast
20 BOdS | St ] Mk AmMzodh pHepirdtj ORB B8dhkiy B
dsmj SOfOydlsjl ftojdds Oy’ BOMfiElz P @OELEL 9 £ Of
HjfsLdlsy d E Hikzedd, Mtsde jdzZsdzddz B OdzS O BO.

AN d&zOdzld  MSO StedL O bk rotsfMSts kdd d d €t
hlsts ' j s 9j< OdOdzdL dqeOdets, dd&3Odzd Mkz L O §sfd
Mz Mftse sHddd @EDEdtEdO ddd tdejjczmiz ¢ 0L 0dzj
ttj GzdzOtstodetse tSCodtc® MOZOYd  j BOdZOC O dzO ( dalsj c
Mz yo® §° Es@9Pps)HO Mk ttjckzdObtsttdd Gtee Odzd H B dzt

C

48 Nicolas Veronand Guntram B. \Mff, Next Steps on the Road to a European Banking Uriibe:

Single Resolution Mechanism in Confextiropean ParliamentP/A/ECON/NT/2013_01 February 2013

Miste. 5.

4 Goldstein, Morris,andio| as V®r on, fToo Big ToWdtkingpaperlIhe Tr ansze
2,January, 2011http://www.iie.com/publications/interstitial.cfm?ResearchlD=1745

O Mi chael Krimminger and Mar2a J. NietoAtlant®l osi ng fi na

205



MO ojddSdd Hikhlso jddd kesh Clhd o 50 g BOlssEE gO

fsmMiBsdets k& [ otetsL tsdzd , dqiZzOdzO0 HotMistekSCd yd?: [
(hIss EC?EYE"J4 d vyd° fto) S dHASED "L OnOBOzEE d ¢
ftedroOdts COts ~ ddif jteOlsde 2ZO CttOlOs tl; (

BO&S Ol MS | 1Dda Ojs M@ dzd Zdzd “*., dz@ HEYJ tsS
t jedzOlsdeo ® MOEOYd j] BOROSO fHtojHMmsOs? O f
) OdzS Ot S(jdzOz dBfOLjd BHEZESO [otsfMitse MO jlO I
CEHAOA QP . Coif sdzj dzZsO 1 OdzC O M S jesib@dzd | S @dgf" ) jf @
E Ctsdsy My s “jHddemlse jdadds ftcOo ddzd 5O M tetse tSH o
COts odH WjHjteOddLOYd j ftsyjmo MOoddOyd j B
HdMydf dzddei d MABOT do O O Htekzhlse jdzdr Istetsh Cts9 O
MOdzOyd OfsseE Bde@®§ Mo j Misd dzO Mdzj Hj <]
- 5lsC dZO° 0¢ ] fwlbtejBj HO fMj LO MOEOyYyd k
BEZVjlsO (dtsoOy ftejMmMSdn BOojLAISO), fsi
ZOyddz ‘ Oeded HEZG (ftjSdHOS ] ALOYOwOdsE

- p10O<0° ] (Bojtjs 0O fMlsObE dedfytsm0j CPlsOj C
CwjHdlsdd d BOdREOLMSd MdMmlsjd d is¢
W dzOdeiid  MSC 8¢ bkeydhlso, Cs°'d Mk Mftj yo:
34t dzj Istotsdizjls d ¢ J§

- Mftej yOo OF ] sOddse ROLOEHO bk B OdS O
ftojSCdBjtedsy tdLdCj, O1Obk BigezkyOH&dd kP
fMejHimlso B0 BEVjISO,

- Mftcj yoe 0 j fYtojdetsh j 0O JWjCOBO IsjhCB<C
BOdzS OtemME 56 (W ddzOdzeid * ME s6) mdMmls j 30O, L
Hzetso OF © B OdZOC O, SHdhds mMfttj yoes 0° j |
tcj Odzdzed MmJ S Istste,

Are there differences in approaclEPS Commentayp5 February 2015.

%51 Nicolas Veronand Guntram B. WIff, Next Steps on the Road to a European Banking Uriibe:
Single Resolution Mechanism in Confetiropean ParliamentP/A/ECON/NT/2013 01 February 2013
fMlsts. 9.
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452 Directive 2014/59/EUof the Parliament and of the Counefl 15 May 2014 establishing a framework

for the recovery and resolution of credit institutions and investment firms and amending Council Directive
82/891/EEC, and Dactives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC,
2011/35/EU, 2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No 648/2012, of
the European Parliament and of the Coyr@ifficial Journal of the European UnionL 173190, 12.6.

2014

453 Regulation (EU) No 806/2014of the European Parliament and of the Counéill5 July 2014
establishing uniform rules and a uniform procedure for the resolution of credit institutions and certain
investment firms in the framework af Single Resolution Mechanism and a Single Resolution Fund and
amending Regulation (EU) No 1093/2010fficial Journal of the European Uanm, L 225/1, 30.7.2014
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44 Council of the European Union, Agreement on the transfer and mutualisation of conisitotithe

Single Resolution fund, Brussels, EF 121 ECOFIN 342, 8457/14, 14 May 2014.

5% Council of the European Union, rdaty Establishing the European Stability Mechani$ESM 2012,

02. 02. 2012.

456 r uropean Commission Commission Staff Working Dognent, Impact Assessmefitcompanying the
documenProposal for a Directive of the European Parliament and of the Castablishing a framework

for the recovery and resolution of credit institutions and investment firms and amending Council Directives

77/91/EEC and 82/891/EC, Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC, 2007/36/EC

and 2011/35/EC and Regulation (EU) No 1093/ 20, Br uss:
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“"Morris Goldstein and NicolmsatVl®amtni ¢ DeloatBe,g tJa nFua
31.

8] d Hu jNsidc o | a ds EMr@e ready for banking unigilVOX CEPR's Policy Porta3 May 2012

“Charles Goodhart, Funding arrangemeBanging&moh bur den
for EuropeRisks and Challenges Edi t ed by Thorsten Beck, CEPR, London
%0 Directive 2014/59/EUof the European Parliament and of the Countil5 May 2014 establishing a

framework for the recovery and resolution of credit institutions and investfirer® and amending

Council Directive 82/891/EEC, and Directives 2001/24/EC, 2002/47/EC, 2004/25/EC, 2005/56/EC,
2007/36/EC, 2011/35/EU, 2012/30/EU and 2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No

648/2012, of the European Parliament and of Geeincil, Official Journal of the European UniorL

173/190, 12. 6. 2014.
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