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On April 2, the West European Studies Center and the Department of Economics hosted Vincenzo Quadrini, an
economist from the University of Southern California, for their Economic History Workshop. Dr. Quadrini has
done extensive work on globalization, financial integration, and common monetary policies. | sat down with Dr. Quadrini to get his
take on the current state of affairs in the European Union.

Dr. Quadrini promptly laid out a classic economic dilemma that is the topic of some of his most recent work: to tax or not to
tax. Really in this case, the EU faces a dilemma unique to their economic union: to coordinate tax policy or not to coordinate tax
policy. By coordinating tax policy, member states can and will tax businesses more. According to Dr. Quadrini coordination of tax
policy comes with the real threat of inordinately high taxes and ultimately a loss to society.

The other option for the EU is to let individual member states decide what taxes should be imposed on businesses. This will
result in a free market where individual member states compete to attract firms by lowering taxes within their territory. This phe-
nomenon has been demonstrated by I reland, which due to
is that by lowering taxes, governments will not be able to provide the same social services which their citizens expect.

Dr. Quadrini offers the following solution to the dilemma. The EU should not coordinate tax policy across nations but
rather should permit tax competition to exist. However, in order to avoid lowering taxes too much, while still providing an attractive
environment for businesses, member states should offer incentives to businesses in the form of services. These services include pro-
viding health insurance for workers and educating the populous. Thus member states will not only create a better environment for
businesses but will also help John Q. Public (I think

As for the future of the European Union, Dr. Quadrini believes the EU must be prepared to answer many more questions of
coordination. He believes some regulation should occur at the centralized level (such as environmental policy), other regulation
should be left to individual member states. With the Irish people set to cast a potentially deciding vote on the Lisbon Treaty, estab-
lishingaso-cal | ed AEuropean Constitution i
a strong supporter of European integration, he is fearful that the new constitution will lead to fiscal policy coordination. He warns
that the EU must work hard to strike the elusive balance between integration and competition.
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* As the 27 member states of the European Union (EU) become
more integrated, it is increasingly important to view the EU as
a single actor. Through the common market, the single market,
and the euro, the 27 member states have transferred many of w
their traditional economic powers
economic area of 500 million citizens worth $18.5 trillion in 2008. Some American
commentators argue that given its size, a more integrated EU will increase its eco-
nomic power relative to the United States, as the EU could increasingly speak with
one voice on international trade issues, and the EU economy will probably remain
larger than the American economy. European integration has some marked benefits
for Indiana and all states, as it simplifies transactions across Europe.

With the signing of the Treaty of Rome in 1957, six European countries
agreed to form a customs union, eliminating tariffs on trade between the members
and setting common customs duties on outside imports. Thus, Indiana exporters
must deal with only one set of customs duties regardless of EU point of entry. As a
result, the European Commission gained the power to set a uniform custom rate,
icommon commercial policy, o meanir.EurozoneMember
power in controlling tariff rates. [l EUMember
mission, also represents the member states in external trade matters; thus the EU
speaks for all 27 countries at the World Trade Organization (WTO) and in bilateral [ | European Free Trade Area Member
trade talks with the United States.

The single market is the core of the modern EU. Initiated in 1986 with the Single European Act, the single market ensures
the free movement of labor, capital, goods, and services within the European Economic Area (EEA), which is comprised 27 member
states and the three members of the European Free Trade Area (EFTA). In addition, Switzerland has many bilateral agreements with
the EU covering some of the same facets of the EEA. Like the North American Free Trade Area (NAFTA), the EEA guarantees that
goods and services produced in one member country can seamlessly move to another. A Hoosier firm can build a factory in Ger-
many and sell its products in 30 European countries. The single market also lowers the price of inputs of production for European
firms, making European goods less expensive. However, the main component of the EEAJ the single marketd does much more
than facilitate free trade. The European Commission has used the Single European Act to justify its efforts to increase transnational
harmonization in health, safety, and environmental policy.

In 1999, 12 members of the EU swapped their national currencies for the euro, and since then, four more countries have
joined the Eurozone. The euro makes it possible to use the same currency in transnational transactions across the single currency
area, facilitating the free movement of capital across the regions. In addition, the euro reduces transaction costs for companies, since
firms no longer have to convert currencies among the euro members and worry about unpredictable changes in exchange rates. In
addition, the euro has helped accelerate European financial integration, and it is now easier for banks and service firms to operate
across the EU. As a result, the use of the euro has skyrocketed, as it now represents one-third of all foreign exchange transactions.

European Economic Groups European integration is good for American businesses.
However, it is important for Hoosier businesses to be aware of the
European Economic Area (EEA):A single market com- | effects of integration in order to know how to take advantage of its
posed of the EU and the European Free Trade Area benefits. For instance, Indiana firms have to deal with only one set
European Free Trade Area (EFTA):Three countries that |0f customs regulations when exporting to multiple countries in
are members allow free trade with EU, but are not membgRsirope, and transactions can now be in Euros instead of the previous
of the EU. multitude of national currencies. Thus, EU integration is helping
Eurozone: The 16member block that uses the Euro as cufacilitate international trade and investment and thus globalization.

rency.
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* In December, the European Union created a multinational naval force, known as EU NAVFOR ATALANTA
(Operation Atalanta), to deal with piracy off the Horn of Africa. The EU6s first naval
lanta operates under UN mandates and its mission is to protect World Food Program vessels delivering humani-
tarian assistance to East Africa and secure the s
tion has changed throughout its mandate, warships and aircraft from Western European countries such as Greece, France, Spain,
Germany, Italy, and the United Kingdom have participated in the operation, while Sweden, Belgium, the Netherlands, and non-
member Norway promised to send ships. EU NAVFOR has been active, as French, German, Greek, and Spanish warships have en-
gaged pirates off of the Somali <coast, mar king a change fr

Conducted within the framework of the European Security and Defence Policy (ESDP), Operation Atalanta is another ex-

ample of the EUbs continually expanding role in commam se
and Security Policy (CFSP) in 1991, there has been a conflict within the EU, as some see the ESDP as a compliment to NATO, while
others see it as a vehicle to eventually repl ace irstétemptni t «

to create a military force within the ESDP was the Eurocorps consisting of 60,000 men, which was actually formed within the both
the EU and NATO frameworks. Eurocorps forces have participated in peacekeeping operations in Bosnia and Kosovo and have
commanded forces in northern Afghanistan. In 2007, a purely EU military force became operational, the European Union Battle-
groups (EUBG). The EUBGs do not share the dual EU/NATO framework like the Eurocorps, as they are under the direct command
of the European Council, like the Atalanta force.

Both the EUBGs and the EU NAVFOR are efforts to create independent EU forces, there is still not a clear distinction from
NATO forces. This is because the EU must depend upon member state military contributions for the mission, and many EU member
states also contribute to NATO6s Rapid Reaction Foremost(in
easily deployed units). Thus, when NATO transferred command to the EU in peacekeeping operations in Bosnia, the same soldiers
remained in Kosovo, and simply changed their insignia and the authority to which they report. A similar situation exists with Opera-
tion Atalanta, as two of the main contributors to EU NAVFOR, Germany and Spain (which currently commands the Atalanta task
force), also have ships in the NATO flotilla in the region. On the other hand, EU states that have a history if strong transatlantic ties,
such as Portugal and the Netherlands have committed man-of-war to the NATO task force, but not yet to the EU force. This problem
of multiple forces competing for the same resources is particularly acute at the command and control level; for instance both Opera-
tion Atalanta and the NATO task force have operation headquarters at the same naval base in the United Kingdom.

Member states providing naval resources to both a NATO and an EU force operating in the same region is only the latest
example of the complex ties between NATO and the EU, and this spider web will probably not become any simpler in the near fu-
ture. One of the leading proponents of a EU defense policy is France, bt Fr ance rej oined NATO6s mil
2009, ending its absence after President Charles de Gaulle withdrew the French military from NATO in 1966. President Sarkozy
stated that it was time to rejoin NATO, as France was already the fourth largest contributor of troops to NATO missions, but France
did not hold any major command positions. As the resimlt ¢
Norfol k, Virginia and Lisbon, Portugal. Supporter sSNADOE b o't
Many transatlantic skeptics see Franceds return to NAWEO as
benefit of the European Security and Defence Policy. How
will have the oppositeeffectcd one of t he engines of the ESDP will pl ace a hi

It is possible that neither of these outcomes will occur, but instead both NATO and
the ESDP will benefit from Franceds rei
support from the French, since France is now receiving all of the benefits of being full NATO
members, which will reassure other NATO members who support strong transatlantic ties. At
the same time, the French presence in NATO could strengthen the ESDP by reassuring
NATO6s members that the two can compl e mg
both become stronger through increased integration, allowing them to take on new roles, such
as Operation Atalanta.
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* Recently | attended a week-long European Spring Institute in Prague sponsored by the Czech Center for Public
Policy. One of the central discussions of the conference focused on the positive and negative aspects of the
European Union as it faces Eastern enlargement and integration. Of particular interest to me is the effect that
this enlargement has on the extent to which Western European Member States identify themselves as
AfEuropean, 0 particularly those in which | have | ived and s

European identity is already somewhat of a fragile cor
particular, are often foggy and difficult to describe in concrete terms. It is generally accepted, however, that a common European
heritage with roots in the Graeco-Roman tradition, Middle Ages, Renaissance, and Enlightenment; typical European characteristics,
such as prosperity and free trade, government with civil liberties, and academic and artistic freedom; diversity of languages; and re-
|l igion are sever al aspects inherent in the creatiy;adinuif a I
taneous amalgamation and diversification of cultures among member states. The danger in this European identity which the EU
seeks so fervently-ildiemg iifnctahéeé o900 o0&l lcadtiioeer | eaditmg t o

whose cultures do not comply with an idealized version of
their Eastern neighbors. Due to a fear that EU membership of Eastern European countries would dilute its Europeanness, these immi-
grants have become fAthe othero for European identification
The 1993 Treaty on European Union with its claim of ma
among the peoples of Europed in real i t-memempnationvandipeomeswhoieve ¢ or
ertheless consider themselves European. An economic and p
citizenship, 06 in which citizens of EU member states nanut om:

This European citizenship acted as a classificatory device, categorizing people in terms of boundaries of inclusion and exclusion.
Citizenship entitled each citizen of a Union count ilcgnsest o a
and passport controls were relaxed or abolished all together between EU member-states.

The cultural side of citizenship is, however, more difficult to embody. A collective European identity could not be built on
language, religion, or nationality without the emersion of division and conflicts. Symbols including a European anthem, European
flag, and European currency, as well as educational exchanges, town-twinnings, and even European sports teams were created to
enhance the popularity of this elite European club within its own population. Nevertheless, the promotion of this Euro-centric culture
is seen by many EU citizens as a threat to their own national identities, and despite insistence from EU officials that European inte-
gration must be a natural process, these cultural exchanges seem to be imposed from above.

One particular sticking point for many fAWestern Europe

of non-Christian faiths. | experienced this myself while living and studying in Germany. It is estimated that nearly 2.5 million people
of Turkish origin are now living in Germany, and a great separation exists between the living and working areas of Turkish Muslims
in Germany and the native German population. | witnessed a similar phenomenon during my time studying in Northern Ireland,
where Polish immigrants are often made to feel unwelcome. Although this is more of a cultural distance than a religious one, the gap
created is akin to that of Turkish migrants in Germany. There are said to be as many as 30,000 Polish people in the small country,
and many see this as a threat to their national and local identities. So although the EU may have opened borders to workers from the
East, Western Europeans have yet to open their minds and their hearts to welcome these new residents and their cultures.

It is clear that even without the challenge of the addition of more member states to the Union, a European identity which
pertains to and is accepted by all citizens of the EU has yet to be named. As Europeans often define themselves by what they are not,

what happens when this changes? Wil/l the new Europe dlevel
considered inferior, continue to play this role? The latter possibility seems likely, as Western European countries seem as of yet un-
able to push beyond their Iimited frame of reference in re
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* I n March, I attended an international wor kshop at
Hi gher Education Area: the Bologna Process and Be
Europe and the United States convened in Ann Arbor to discuss the progress of the European Higher Education

Area and its implications for issues such as integration, quality assurance, equity and access in higher education.

The appearance of such a conference in the United Stumtes
pean Studies at 1U has also taken note of the changes occurring across the Atlantic.

With the goal of enhancing higher education cooperation worldwide, the Bologna Process is a course of action taken by
European ministers of education towards the creation of a common European Higher Education Area (EHEA). The Bologna Process
began with the commitment of 29 ministers to restructure their systems of higher education with the aims of facilitating mobility and
cooperation amongst the signatory countries. Nearly a decade later, 46 countries have signed on to the processes of creating con-
verging systems of higher education. It is important to note that the EHEA goes beyond the borders of the European Union, with
countries such as Russia, Iceland, Montenegro and Azerbaijan working towards the common framework.

While the Erasmus Program is a popular example of the benefits of student mobility and a shining reason for making the
transfer of university credits across national boundaries easier, the Bologna Process intends to replicate these benefits to faculty
members and researchers. However, as institutions are experiencing greater fiscal and managerial autonomy, the role faculty mem-
bers in the EHEA can be quite diverse across countries. To highlight these changes and contrasts to American higher education, the
West European Studies Center recently co-sponsored a roundtable discussion with the School of Public and Environmental Affairs
and the Department of Political Science entitled nAéts&parin
chance to discover what they may expect as a faculty member of a European university, the roundtable discussion comprised three
panelists with general expertise in Spain, the Netherlands and Germany: IU Emeritus Professor Robert Agranoff from SPEA, Profes-
sor David Lowery from the University of Leiden, Netherlands and Associate Professor Luise McCarty from the 1U Department of
Educational Leadership & Policy Studies, respectively. The panelists agreed that despite the trends in convergence among universi-
ties across Europe, there exist large differences among the professoriate across countries making generalizations about the duties of a
European faculty member very difficult.

Although a single European professoriate has not yet emerged from the converging efforts of the Bologna Process, under-
standing national differences can provide insights for aspiring faculty members. | had the chance to talk with panelist Dr. David
Lowery before the roundtable. As a native Hoosier and former faculty member at the University of North Carolina, Lowery has first-
hand experience with the differences between the American and Dutch system of higher education. Lowery has spent the past five
years at the University of Lei den, the Netherl ands @ened de s
in the university system and the hierarchical nature of the Dutch system seem much different from the U.S. at the moment, Lowery
agreed that the higher education reforms in Europe are beginning to influence the professoriate.

Whi | e Ainternationalizationo is the buzz word amonegtsaf hi g
the reform could easily be synonymous with Americanization. For the professoriate, the hierarchical nature of gaining success is

slowly changing to a more meritocratic system of tenure, & la the American system. At the moment, the Dutch and German systems
uphold a chain of command in which securing a rank eRiDgher
students in any American system generally choose their own research topic, students in both the Dutch and German systems often

write their dissertations around the research interests of their faculty advisor.

As higher education systems continue to converge, cooperate and compete across the globe, the evidence for increased student mo-
bility and easier credit transfer appears promising a decade after its inception. For faculty members across the European Higher Edu-
cation Area, their duties and responsibilities may shift to include greater cross-national cooperation or a stronger demand for publica-
tions or grants.
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