Good evening Ladies and Gentleman:

I am delighted to be here this evening and to deliver the 2010

 Wincott Lecture. For many years I have greatly admired the work 

of  the Wincott Foundation and the role it has played in seeking to 

promote    high quality  standards in financial journalism- the need 

for which has never been greater . I have chosen as the theme of this   

this lecture “Europe – how can things get better”.  I have made this 

my topic after  8 years as a member of the European Council of 

Finance Ministers- or ECOFIN as it is more popularly called – 

which included the period during which the single currency and 

ECB were established – and more  and more recently for  5 years as 

European Commissioner for the Internal Market with responsibility 

for pan-European financial market regulation and many other 

aspects of the 27 Member State single European market. 

Therefore   I have seen European policy making and enforcement 

close up from  different  perspectives- and across a very wide area of economic activity.

I think there is a tendency for people like me who get to work at the 

heart of Europe for any length of time – or more specifically get to 

work in Brussels for any length of time – to become captured by the 

bureaucratic system, detached from reality, and misty-eyed about the 

whole European project. I hope I  have never fallen into that trap. I 

would describe my position on Europe as sceptical but  pragmatic. 

We must all recognise the value Europe can bring – 

whatever Member State we come from. Working properly, it can 

underpin the huge benefits of an open and integrated single market. 

Working properly too, it can help tackle the major global issues such 

as climate change, border security, and  international terrorism. But 

getting Europe to work properly is a massive challenge- given the 

huge diversity of member states and conflicting interests, cultures, 

historical backgrounds, legal systems, and different competitive and 

market  positions  enjoyed by the different Member States. This diversity and the way Europe has evolved inevitably results in

 complex decision making processes , checks and balances, 

loopholes, and cop-outs. Being realistic we need to make the best 

of what we have but we should never tire of giving up of trying to 

secure incremental improvement .  Undeniably , much of  

what has been achieved to date has been impressive. But what 

Europe must not do on the back of that success is to assume that it 

can replicate it across a much wider area and seek – as many in 

Brussels do – to interfere in areas of Member State competencies 

where such interference is wholly unwarranted and unnecessary. Let 

me give you one example which is close to my own heart- gambling. 

When I took up my position as Internal Market Commissioner I 

became aware of the fact that gambling came within the remit of the 

DG for which I was responsible. I discovered very quickly that there 

was an official there who had set his heart on harmonising 

European gambling laws. I took the view that this was a wholly 

unwarranted interference in Member States' own competence and 

that to seek to harmonise laws in this area was quite  inappropriate  

given the differences in culture and attitudes towards this issue 

between  Member States: It was seeking  to harmonise rules on what 

some in Europe regard as a hobby and that many others regard as a 

vice. Thats why seeking harmonization in this area would be  no 

different and no more appropriate than   seeking to harmonise rules 

on licensing laws for pubs, clubs or sex shops. These   in my 

judgement are areas that  Europe should stay clear of  and  

concentrate on those  areas where it really can and does bring added 

value – and leave the rest to Member States.

I dont need to tell anyone in this room that Brussels produces many 

tens of thousands of pages of  directives and  regulations each year- 

some essential , many sensible, many more arguably less so, and 

some outright ludicrous. In some ways there have been siginificant 

improvements to the legislative process over the past 6 or 7 years: 

The two things that come immediately to mind are more formal 

consultation processes with stakeholders, and secondly the fact that 

all material proposals are now preceded by impact assessments. But 

there are three things  that I find much less  satisfactory about the 

process: Firstly the high risk  of regulators becoming captured by the 

most powerful and most well  oiled lobbying machines in Brussels. 

This risk, in my view, can be  mitigated if, when setting up expert 

groups , there is a framework  which makes it economic for less well 

heeled stakeholders to  participate actively and to be given some 

remuneration over and  above the expenses they are paid for each 

meeting that barely cover  costs. By way of example, it seemed to

me when I was in Brussels  that the buy-side of the financial servcies  

market was wholly under-represented in lobbying and consultations 

with the result that we ended up with   significant bias towards the 

sell-side when it came to the Parliament  tabling amendments to 

proposed  reforms to new   securitization  rules, for example,  which  

were vital to improve the integrity of that market. 

I 


I could give many more examples but the Commission needs to 

review more frequently the extent to which undue influence may be 

being exerted by well resourced interest groups and whether there 

are ways of getting  other- at least as legitimate interests - more 

actively involved  in the process to ensure that a  wider public 

interest is served.

The second area that concerns me and where I believe there is need 

for improvement is in the impact assessment process. The

 formalization of the procedure for impact assessment was a very 

worthwhile development during my time in the Commission and the 

setting up of an impact assessment board – independent of those 

involved in drafting the legislation- strengthened the independence 

of the process. However one of the weaknesses in the process is that 

very often, by the time a legislative proposal has made its way from 

the Commission to the Council and through the Parliament it has 

been so amended that either its impact has been totally neutralised or  

we end up with the reverse of that originally intended. For this

 reason I believe that there as a need to look at draft impact

 assessment on the proposal that goes from the Commission with 

final impact assessment and approval based on the semi- final text  

following consideration by the parliament and council of proposed  

amendments.  In this way at least parliamentarians could have access 

to a meaningful impact assessment based on the amendments that 

they are proposing,  pre-finalization. 

The third aspect of the current procedures in Europe that I was not 

very happy with relates to the area of enforcement. One of the very 

understandable realities of the European Commission is that

 Commission officials generally enjoy the work involved in 

legislating and regulating.  They appear less attracted by 

the heavy duty legal processes of enforcement.  The second aspect  

is the perception – be it justified or not – that enforcement 

procedures can be selective and strongly influenced by a Member State bias – even an unconscious one- of the official or officials 

working on a potential or actual infringement procedure. For this 

reason I would like to see more external light shone on the 

infringement procedure processes , more frequent rotation of 

officials in charge of specific infringement cases and an annual audit 

of procedures and decisions. This is especially so in the field of 

public procurement where a more open and competitive market is 

not only desirable but is absolutely essential as an aid to the painful 

process that Member States are now going through of reducing 

public spending and securing better value for money. A more open 

and competitive public procurement market covering a wider scope 

than is currently covered – to include public private partnerships and 

concessions as opposed to just goods and services- is in my view 

vital.           

Most of what I referred to so far have been procedural issues.

A more  topical subject perhaps is the Growth and Stability Pact, 

the governance framework surrounding it , and the manner in which 

the Pact  has or has not been enforced. When the euro was being 

introduced I was one of the group of ECOFIN Ministers who 

strongly supported the need for the then soon-to-born ECB to be  

totally independent of political influence. I would never have been 

comfortable with the notion that euro interest rates should or would 

be set on the basis of decisions by Finance Ministers sitting around 

the table every month.  My view on that,  fortunately, won majority 

support in the Council and hence, ever since the inception of the 

Euro the ECB has had a robust independence and has followed its 

mandate for price stability with rigour and without wavering. So it is 

fair to say that as far as monetary policy is concerned the  framework 

for the Euro has been proven to be robust. 

I wish I could say the same for fiscal policy and the Growth and 

Stability Pact. On the contrary, since the euro was born something 

like 80 per cent of Member States on average  have been in 

breach of the pact guidelines in terms of both the level of deficits 

 being run and the quantum of debt relative to GDP. This 

is not surprising because of the extent of political involvement in the 

monitoring and enforcement of compliance. Despite the clear and 

consistent breaches – and in some cases the very poor statistical 

governance as well – no Member State has been subjected to 

sanctions and the Pact has for most of the time  proved little more 

than an opportunity for a debate on the use of language and the  

parsing of words in the Commission and Council recommendations 

without any meaningful enforcement of the Pact's terms. The price 

we are now paying for this -arising from  the huge market pressures 

and lack of confidence in the governance framework for the euro- is 

a  very high one and is placing the whole single currency project 

under  enormous strain. I am a strong opponent of any interference 

in Member States' rights to determine their own tax structures and 

levels and their own public spending levels. But their freedom in this 

area  should be absolute only to the extent that Member States can 

show that they are observing the basic parameters on debt and deficit 

levels that are embedded in the Pact itself or if there are breaches in 

exceptional circumstances that a clear path back to compliance over 

a reasonable period is mapped out and is being stuck to. 

Adjudication  and  sanction in this area should be removed from the 

political process and the relevant Commissioner – as in the case of 

the Competition area – should be in a position to exercise the 

necessary powers of  enforcement independently.

Before I conclude I want to deal with two other topics that are hot 

issues within an internal market context.  One relates to patents and 

the other to financial supervision.

For several years now the European Commission has been seeking 

to advance what has becoming the Lisbon Competitiveness Agenda.

Europe has been growing well below its potential and this slower 

growth has alarming implications for Europe's ability to continue to 

meet the pension fund needs of a rapidly  ageing population. 

Therefore no opportunity should be missed to securing 

improvements in the way Europe and its single market work to 

enhance overall economic growth. With the rapid emergence of 

China and other Far Easter market we all know that the best route to 

faster growth is innovation. But I am sorry to say that the pace of 

innovation in Europe has fallen well behind that in the United 

States . And one of the major reasons for this is because of the 

expense and difficult in protecting intellectual property in Europe 

and registering a patent. This difficulty arises because many of the 

larger Member States have sought to control their own patent 

registration regimes – and therefore rather than having a single 

patent procedure  to cover the whole of Europe – we have multiple 

regimes : the consequence is that it is about ten times more 

expensive to protect a patent that has EU-wide remit than the cost of 

the same protection in the United States. If Europe could make 

progress in this area- and several attempts over the past decade have 

failed-I believe it would be a major advance from the perspective of 

increasing the pace and value of  innovation right across the Member 

States, and with it the growth potential of the EU.    

Finally, I am glad to see significant progress has been made in recent 

months on a process that I began over two years ago to strengthen 

financial market supervision across Europe – with the establishment 

of three pan-European Authorities covering insurance, banking and 

securities markets, as well as a Systemic Risk Council. Thesde 

authorities will  not be  the answer to all of our problems in the  

financial markets but what I am certain is that they will make the 

recurrence of some of those problems a good deal less likely. The 

truth of the matter is that the complexity of  financial markets and of 

financial market innovation has been such that many regulators have 

struggled to keep up. Moreover comnplexity and regulatory arbitrage 

has been enhanced by inconsistent and unever implication and 

application of financial market rules across the Member States and 

there has until now been no framework established to assist financial 

resolution where a problem with a major cross border banking or 

insurance group gets into trouble. It was always a nonsense – and a 

very dangerous nonsense at that - to have developed an  integrated 

financial market in Europe without having integrated supervision- 

and consistent implementation and application of rules across 

borders , whatever the national sensitivities may be. I hope – and 

believe that it it is important – that these authorities evolve to 

underpin a safer, sounder, more efficient , more level and more  

seamless financial market across Europe that can still be dynamic 

and innovative but more importantly that is secure from the threats 

posed by systemic risks.    

Thank you very much. 
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