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Whoever strangles the EU internal market, strangles the future of the EU 

(Prof Dr Klemens Joos, EU-Expert and TUM Honorary Professor) 

FIRST PUBLISHED ONLINE IN “FOCUS ONLINE” (26.03.2023) 

The 30th anniversary of the EU's internal market hardly attracted any attention. Yet the problems 

of the EU have not exactly become smaller. The EU's lack of governability and the inability of the 

member states to renew EU treaties are giving rise to a false kind of actionism. 

Largely unnoticed by a wider public, one of the most important and successful institutions of the 

European Union (EU) celebrated its 30th anniversary this year: The EU internal market, which ensures 

the free movement of goods, services, capital and people between member states since 1 January 1993. 

It was and still is the promise of economic freedom, the engine of prosperity for the citizens of the EU and 

thus the main attraction for applicant states. 

The Frankfurter Allgemeine Zeitung summed up the merits of the EU internal market on its birthday: "440 

million consumers now benefit from a wider and cheaper choice of goods, 17 million people live or work in 

another EU state, 24 million companies are located in the internal market and produce 15 percent of all 

goods traded in the world in it. Exports within the EU, from one EU country to another, have increased 

fivefold since the beginning of 1993." 

EU internal market falls into oblivion 

This makes the almost forgotten birthday of the EU internal market even more astonishing. The lack of 

attention could perhaps be explained by the fact that the world is currently facing major problems with the 

Ukraine war. Or maybe the EU's internal market is like health: you only notice it when it is missing, as 

long as it is there, it is taken for granted. However, the causes lie deeper and are disturbing. The idea of 

the market economy has lost much of its appeal and support among the governments of the EU member 

states and in the EU Commission itself. 

Certainly, the Corona years played a part in this, especially at the beginning, when the state level gained 

an enormous amount of competence to act. Initially quite surprised by this and partly overwhelmed by the 

slimmed-down state structures, the executive quickly got used to the new possibilities for action, which 

made an unprecedented degree of governing possible in many areas. Almost at the same time as the 

pandemic was wearing down, Russian President Vladimir Putin invaded Ukraine. Moreover, in wartime, 

member state action naturally dominates, the regulating power of the markets recedes - at least 

temporarily - into the background. 

The idea of a planned economy is becoming less and less frightening 

The EU Commission and quite a few EU member states have not only got used to their role as powerful 

actors with the licence for executive intervention, they use it and do not want to let go of their far-reaching 

possibilities. Clearly, in overcoming the shortage of masks and vaccines during the pandemic, in deciding 

on school closures as well as testing and quarantine obligations, state action was required above all. 

And of course, decisions on war and peace, on arms supplies and economic sanctions cannot be left to 

the markets. However, a worrying habitualisation effect can be observed: quite obviously, less and less 

politicians and unfortunately citizens are put off by the idea of a planned economy light. 

Almost simultaneously, Federal Climate Minister Robert Habeck and Federal Housing Minister Klara 

Geywitz, as well as the European Parliament, are presenting plans on how to reduce high CO2 emissions 

in the building sector. In Germany - following the example of the internal combustion engine in road traffic 

- oil and gas heating systems are to be gradually banned by law. The European Parliament, meanwhile, 

wants to impose a binding step-by-step plan for increasing energy efficiency on buildings throughout the 

EU. Even Federal Minister Geywitz considers this a "disproportionate encroachment on the property 

rights" of the Basic Law, in other words unconstitutional. 
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EU Commission relies heavily on state regulations 

Moreover, the EU Commission is relying heavily on state regulations in its Green Deal. In future, for 

example, imports will be subject to a climate duty if manufacturers in Asia or the USA, for instance, do not 

pay any levies for greenhouse gas emissions. This is intended to prevent competitive disadvantages for 

the EU economy. However, there is much to suggest that Asians and Americans will react with new 

customs duties on EU products. In this policy pattern fits the EU Commission's response to the "Inflation 

Reduction Act (IRA)", with which US President Joe Biden wants to promote the green restructuring of the 

domestic economy. 

However, subsidies are to be granted primarily for goods produced in the USA, such as e-cars. As the EU 

Commission fears the migration of production from the EU to the USA as a result, it now wants to set a 

"European IRA" (EU Commission President Ursula von der Leyen) in motion. In concrete terms, this 

involves the relaxation of state aid rules for renewable energies and climate-friendly technologies in the 

member states. 

Subsidies not the most crucial instrument to increase competitiveness 

There are also voices calling for common sense. The Vice-President of the EU Commission, Margrethe 

Vestager, warned at the beginning of the year that rather than subsidies, it would bring significantly more 

benefits to the economy if remaining obstacles in the EU internal market were removed instead. The 

Competition Commissioner also names concrete numbers: 713 billion euros more by 2029. 

The idea that "subsidies are the most important instrument to increase competitiveness", she considers a 

mistake. Rightly so, because in the long run only companies that produce globally competitive products 

will survive in international competition, and not those that specialise in skimming off subsidies and 

otherwise rely on protective custom duties. 

Market economy suffers severely 

Nevertheless, the idea of a market economy is being undermined a little more each day. The EU and/or 

its member states not only set the goals, but also the ways to achieve them. They provide ever new 

programmes worth billions for this purpose: either to promote investment or to compensate for the 

negative consequences of this policy. As a result, national debts rise, companies take refuge under 

protective shields instead of proving themselves in competition, inflation increases. 

The German National Academy of Sciences Leopoldina counters: What is important is technological 

openness, hydrogen research, a consistent expansion of the grid and CO2 pricing. Meaning: The state 

should limit itself to providing the economy with a framework, but leave the rest to the market. 

Science supports shift away from the market and towards the state 

The move away from the market and towards the state has prominent supporters in science. The Italian-

American economist at London's University College, Mariana Mazzucato, is one of the most influential 

voices and has the ear, not least, of the Federal Economy Minister Habeck. Her postulate: "We have to 

rethink: the state has to create entire new markets. It must shape them, not merely regulate them when 

they fail." Because: "In order to start the green revolution and tackle climate change, we need an active 

state again". 

One of her writings has the landmark title: "The Entrepreneurial State". Gas fracking in the USA, for 

example, creates value, but this form of value creation is "morally wrong". That was before the Ukraine 

war. Today, the German government is spending a lot of tax money to bring this fracking gas to Germany. 

A gas that, according to the will of the green state economy, should no longer exist. 

"The mother of all problems" 

In my view, the EU Commission is forcefully trying to shape a European state economy because it is 

currently unable to deliver in solving the EU's main problem: The European Union's lack of governance 

capacity as a result of the principle of unanimity is still existing in important areas of policy action. Still too 

many EU member states are not prepared to surrender member state power in favour of a greater 

capacity to act and thus the future viability of the EU. 
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I already identified this governance crisis here in June 2022 as the "mother of all problems". Without a 

solution, it will not be possible to be on a level playing field with other big players such as China or the 

USA. The principle of unanimity persists in the areas of Foreign and Security Policy, External Borders, 

and Budget/Currency. It is therefore not surprising that the EU has more or less failed in the eyes of the 

citizens in the major crises of the past - Ukraine, refugees/asylum and the euro. 

Transition to majority decision-making? 

There is not a lack of knowledge within the EU, but a massive lack of activity. In May last year, at the end 

of the Strasbourg "Conference on the Future of Europe", French President Emmanuel Macron called for 

institutional reforms and explicitly questioned the principle of unanimity. If the EU wants to develop faster, 

this principle no longer makes sense. Indeed: 27 states can usually agree on the small common 

denominator at best, if at all. 

A recent example: More refugees than ever are streaming into the EU - across the Mediterranean, 

especially from Ukraine. Yet the EU is unable to reach an agreement on a joint effort to share the 

resulting burden equally. German Chancellor Olaf Scholz also addressed the problem in his Prague 

speech in August 2022: He suggested "gradually moving to majority decisions in the Common Foreign 

Policy, but also in other areas, such as tax policy." 

Unfortunately, the momentum of the summer of 2022 has completely ebbed away. Instead, the actionism 

described at the beginning, especially of the EU Commission in the areas of climate and industrial policy, 

can be observed - a state-directed ecology agenda with an industrial policy veneer. Some in Brussels 

would prefer to build the battery and chip factories they consider necessary themselves, instead of "only" 

supporting them with massive subsidies. 

Disincentives can lead to the failure of the EU internal market 

A threatening vicious circle is emerging here in the EU: from the inability to improve its own governance 

capacity, false actionism in the field of climate and industrial policy with interventions in core market 

principles is emerging. The resulting high financial demand for subsidies for companies and social aid for 

citizens will drive up debt and make the EU internal market less attractive for investors. 

The wrong incentives of this planned economy light could lead to an EU internal market failure with 

considerable disruptions in the EU member states, which would exacerbate the crisis of confidence in the 

EU among its citizens. In a nutshell: Anyone who weakens or undermines the EU's internal market is 

tampering with the European Union's promise of freedom, economic advancement and social security. 

The EU internal market was and is the engine of European integration. Whoever strangles it, strangles 

the future of the EU.  
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