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The objective of this research is to consider the permanent rescue plan for the
EU member states in financial difficulty, and also the future of European
integration to realize such a plan effectively.

The European Financial Stability Facility(EFSF) was established as the first rescue
mechanism. The EFSF is a company issuing bonds to make funds which can be
provided as a loan to the countries in financial difficulty. Such bonds can be
guaranteed by the member states in the EU. From this point of view, the EFSF can be
thought as a transfer union, although it can simply make an ex-post fund. To
overcome this limitation, the European Stability Mechanism(ESM) was conceived.
The ESM can make an ex-ante fund which is constituted by the paid-up capital of
the member states, so it can present a transfer union more clearly than the EFSF. It
can be said that the ESM can make a step toward a fiscal union. There is, however, a
fundamental problem in the ESM, which derives from the limitation of a capacity of
funds.

Then, what will they have to do to make such financial rescue mechanisms in the
EU work effectively? This question will be also related to the future of the EU.
European integration has been developed by both of a model for the transfer of
authority and the one of the coordination of authorities. In the EU, the autonomy of
each member state’s economic policy is recognized. In this context, how will the EU
establish a transfer union and even a fiscal union? This must be the most important
subject for the EU undoubtedly. French economists have considered a new way of
fiscal integration in the EU, which is fiscal federalism standing in the middle of the
two previous models. In this system, there exists two fiscal powers. One power
comes from the national government and another one from the central government.

Now, the EU stands in a very difficult situation economically, politically, and
socially. To get out of this situation, they must act with a partnership and recognize

their common interest. Fiscal integration will be foreseen as a goal of such an effort.
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