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Federal Chancellor, may | ask whether you play a musical instrument?

Merkel: | don't. | learned flute and piano for a bit as a child, but not very suatigssf

You nonetheless know your orchestras and are an enthusiastic concert-gamr.Had to
compare the European Union to an orchestra, which section would you see Gerayang pl
in?

Merkel: As | see this European orchestra, there’s no nation that jpist the more delicate
notes, and there’s none that plays just brass; each nation irepces every section of the
orchestra.

You have been rehearsing very intensively for a year now, usually quite dissonantly...

Merkel: ... very modern music ...

... has the orchestra now mastered the score? In other words, have thealpplaiers got
the crisis under control?

Merkel: We do want to act together as Europe in the world,ikestdusicians come together
as an orchestra. And, just like any symphony, politics moves betwagen and minor keys,

and between more harmonious and more dissonant passages. What we skangiein’t
though, given our continent’s history, is what enormous progress we hesdyaimade to be

able to compare the EU to an orchestra at all.
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What about the score — do the players have it under control?

Merkel: We haven't overcome the crisis yet. Part of what still has wgpmttare the difficul-
ties of the moment, i.e. the massive debt which some countries. dtevas accumulated
over the course of many years in a lot of cases, the finamdat@nomic crisis has made it
worse, and it mostly goes hand in hand with high unemployment and stuetaeral weak-
nesses. And then of course there’s Greece, a special base \ spite of all the efforts that
have been made, neither the Greeks themselves nor the internatiomalimity have yet
managed to stabilize the situation. We need to get all that dadmen first of all, and by
doing so regain the trust of the markets.

Next to those concerns, we are also confronted with a very funddmgaetion: how high

are our ambitions for our European project? Do we want to alignamabilities to some sort
of common denominator, some average level? Or do we seek our Yarasting the

economically vibrant regions, those which are setting the pace wath@? It is a good thing
that we have now got ourselves on the same page regarding bydijetipline and debt
reduction — but it's not enough. The EU needs more growth and employmeetds to

remain able to hold its own in global competition. | want the EUiltdostgetting recognition

for its innovation and its products twenty years from now. This is atemitling how we can
represent out interests in a globalized world — and thus secure our prospehgyftdure.

Do you have doubts about the policies that have so far been deployed to combat the crisis?

Merkel: Good politicians always have doubts, as a way of constawilgwing whether they
are on the right track. It goes without saying that | want tp kiee euro and the Union —so |
have no doubts about what the goals are. But finding the way to thosedyes often
involve some give and take, some compromise. What exactly doesabpi@sxt look like?
How are we going to sort out the labour law issues and distribet8ttuctural Funds? We
have to take each of those questions and examine the pros and cons +eail gblkelom
going to be a zero-sum solution at the end of the day.

Why has it been such a difficult learning process?

Merkel: There have been times in the past when we in the E&Jhdled the wool over each
other’'s eyes. The markets, too, took a long time to react tortidems, such as Greece’s
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relative lack of competitiveness. And all too often, we weren’t uphgldur own rules, like
the Stability and Growth Pact.

What has been your most important experience so far in this crisis?

Merkel: At the beginning, there was a lot of talk about the EU hasimgly found ourselves

the victims of “speculators”. Now, and this is what's crucia, have uncovered the roots of
our problems. Many countries have undertaken incredible effort and peefduin over the

last year and a half, for which they command my utmost redpeelieve that, all in all, we
have found a good balance between European solidarity and natgp@hsibility. | am pro-
foundly convinced that, if we learn the lessons of all the things we did wrong, or didn'tldo an
should have, then the EU will be much, much stronger post-crisis than it was before.

There are divergent opinions when it comes to solidarity. Italglisng for quite a lot more
support. What does solidarity mean to you?

Merkel: It means that we help our partners in Europe in the extpacthat they, for their
part, will also make every effort to improve their situation. ias how we approached the
EFSF, and that's what we're doing with the ESM. | might point out tta idea for that
permanent rescue mechanism came from Germany. We aregorépalemonstrate solidarity.
However, as we have always said, we need to be providing thahhblp inonetary union on
the basis of the treaties, which clearly state that no cooatryake responsibility for another
country’s debt.

Your version of solidarity is quite strict, then.

Merkel: We do feel and show solidarity, but we must not forgetahatountries must also
act responsibly. You can’'t have one without the other. There would be ndmpnmamising
more and more money without tackling the causes of the crisis. In, $paexample, more
than 40 per cent of young people are unemployed, and part of the retisolegslation that
is in place. | don’t want this to be taken as a reproach, because gheat respect for the
efforts Spain is making to carry out reform. Other countries, such as Geamdutlyose in the
Eastern EU, have been through difficult labour market reforam for all of us in the EU
learning from one another. Germany, too, would do well to look to otherr@simt a num-
ber of areas.
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Amid all the billions in financial assistance and rescue ppakawe Germans also need to
watch that we don’t run out of steam. After all, our capacities’infinite, and overstretch-
ing ourselves wouldn't help us or the EU as a whole.

The stress of the crisis is leaving its mark. How great is the danger that the EU piight s

Merkel: | see no split in the EU, but it is obvious that the maketdrying to test our resolve
to hold together. Long-term investors, who are working with a lpeople’s money, want to
know what Europe is going to look like in 20 years’ time. Will demplgia change in Ger-
many leave us as competitive as we are now? Will we nurtam/ation? In this crisis, we
have reached a whole new level of cooperation in Europe; we havedaati a sort of Euro-
pean home affairs. We can'’t just have diplomatic relations withaoie¢her anymore. We
need to solve our problems by addressing them head-on and without cerejushiike in
the home affairs of individual nations.

The British are definitely not in favour of declaring that EU politics is home affairs.

Merkel: | am convinced that Great Britain wants to remain enbee of the European Union.
Of course it's never easy for 27 states to hold together. Andsf@ermans, the important
thing always comes round to finding consensus with everyone: witothelled big member
states and the so-called small ones, with those who have beenirtceréhe beginning and
those who joined the Union over the decades that followed. We need thdtrzhtance with
everyone time and again, including the United Kingdom wherever possible.

What's going to happen to that balance if some states aren’t part of the mneethat have
the euro and the fiscal pact?

Merkel: Anyone can see that countries which have come together to sloanenart currency
are obviously going to have to collaborate very closely too. That daesalh that we shut
ourselves off, though — that would be completely wrong. Whether it's the Blus Pact or
the fiscal compact that is on the table, every non-euro mengteristvelcome to join in. We
will only be able to strengthen our common currency if we coordioatepolicies more
closely and are prepared to gradually give up more powers teUhéf we make loads of
promises about debt reduction and sound budgeting, those need to be things that ca
enforced or brought to court in the future. The point of the fiscal coimnaiter all, is to make
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it possible to check on those commitments. That means giving ouutiestit more monitor-
ing rights — and more bite.

After the saving comes growth. How are both supposed to happen at the same time?

Merkel: I've noticed that, when you mention growth, a lot of peoplethisk of expensive
stimulus packages. Now, that road did make sense in the initied, @ we should even
now be combing through the European funds, where there is still a cobhkdsua that
hasn’'t been used. | want to see us use that money for measuresmilhpriomote growth
and employment. I'm thinking there about support for SMEs or startitgypeise, employ-
ment programmes for young people or funding for research and imsmov@ermany is pre-
pared to deploy the Structural Funds in pursuit of these sensible goals.

However, there are other ways to boost growth which cost hardigiagyTake labour law,
for instance. It needs to be made more flexible, especiallyeasarhere it places excessive
obstacles in the path of young people. We also cannot tolertateataffairs where only a
small section of the population has access to a whole rangefesgiams. It is possible to
expand the service industry very quickly. We need more privatizattoere are many ways
of using structural reforms like these to lift the obstacles that stdlsth.

Is Germany'’s strength a hindrance to other countries’ growth?

Merkel: No. And Germany becoming weakened wouldn’t help anydhereit goes without
saying that we need in time to iron out the imbalances thstt within the EU, but we should
do that by making other countries more competitive again, not by weakening @erman

Are there other models for spreading the risks and taking on greater liability?

Merkel: Eurobonds are not a solution to the crisis we have right nowe®heility is some-

thing we will only be able to contemplate once the EU has achiauetl greater integration;
it will not do as a means to resolve this crisis. That graategration would involve the
European Court of Justice enforcing controls for national budgetgxtomple, and much
more besides. If we at some point have harmonized our financial and dnydoeticy, that

will be the time to try and find other forms of cooperation and shared liability.
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Poland’s Foreign Minister Radostaw Sikorski has said that he is moredadifaa Germany
that does nothing than of a Germany that takes the lead. Are the Germans doing enough?

Merkel: What pleases me most about this is that the PolishgRokdinister's words are a
great vote of confidence. They show what a positive developmentlations have under-
gone. Germany is an important European country, and we accepspuonsibilities inherent
in that position. However, sometimes calls for someone to takedldecbme from those —
and | definitely do not mean Poland here — who do not want to accepespansibility
themselves. They know that having the strength to lead alwaysesmgti element of risk.
Germany doesn’t shy away from taking on a certain level kfinighe right cause, but the
main thing we need to be doing in the EU is finding consensus on hoveweiag to move
forward together.

The Foreign Minister’s words also express a concern. Does Germalty lbelieve in the EU,
or would it be better off alone?

Merkel: Let me make one thing absolutely clear: all the relkepalitical forces in Germany
are completely committed to the EU. As we said on tfeaBiversary of the Rome Treaties,
“Wir sind zu unserem Gliuck vereint” — meaning that our Union is our fobaine, and the
pun was deliberate. It is our good fortune that we are united, andntyi in a united Europe
that we will continue to prosper.

But the EU was a place of harmony for many years.

Merkel: Maybe so, but that was at the cost of all too often dodging diffiealsions. The EU
would never be successful if we carried on like that, and it's a successful BWvHrs to see.

You have been calling for toughness and in so doing reinforcing what is —to put it del
cately — a not exactly helpful image of Germany as tough, stubborn and domineering.

Merkel: | do take these concerns seriously, but they are unfoundesb. firad it interesting
how quickly certain stereotypes can be roused — in German discussionstagas anywhere
else. We refer to “the” Germans, “the” Poles, “the” Frendhe™tSpanish and “the” Greeks,
and we imagine that we’ve got the people of each nation figured osn’'WWhe progress
Europe had made precisely the fact that we had stopped pointing atadtheraand referring
to “the” French or “the” Germans? There are lazy Germanshand are industrious Germans;



-7 -

there are left-wing Germans and conservative Germans. Theré¢hase who support
competitiveness and those who support redistribution. Germany is josiltif&rious as all
the other nations in Europe. We can put the old stereotypes out to grass.

How has this extraordinary situation affected you personally? The FedepalbRe of Ger-
many has seldom, if ever, had a Chancellor with so much power. You haveabledn c
Madame Europa, the new Iron Chancellor and Mrs Bismarck. Do you find that disiogee

Merkel: 1 do what | do to the best of my abilities. | spent 35g/éaing in a country whose
economic and political ineptitude, thank God, in the end left it unatdarave, and which
was swept away by the people’s desire for freedom. | aplydeenvinced that the EU, with
its democracy, its human rights, its ideals of freedom anitsalalues, has a lot to give the
people who live here as well as the world as a whole.

Right now, the EU still has 7 per cent of the global population. Id@reét stick together, the
things we say and believe will go pretty much unnoticed. Thaetfean idea of peace, values
and prosperity is my motive for doing what | do, and that’s wilgr’'t want us just to mud-
dle through this crisis. | don’t want the EU to be a museumliféhe things that used to be
good; | want an EU which successfully strives to create newshidgnow that this implies a
massive change for some people, and that we will therefore neaghotier’'s support. If,
however, we baulk at these efforts, and just treat one another wigtokies and water down
any attempts at reform, we will definitely be doing Europe a disservice.

The French have quite an emotional phrase to refer to the motivation bakiftJt le désir
de I'Europe. You perhaps find such emotions a little strange — but could you nesetbey
that the EU is bound up with some sort of sentiment for you?

Merkel: Naturally. Everything | do comes out of my firm belieat we are extremely fortu-
nate to have the EU — and we need to preserve that good fortuneetéit't for the EU, our
generation might well have gone to war against one anothehexs alid. For 35 years, until
the Wall came down, | suffered the restriction of not being aljlestqpop across to Western
Europe. It was my dream for that to be possible. This is myranit a continent where
people hold the same values dear that | do. This is a continenathahable you help shape
the world, and stand up for the things that will safeguard the fofunemanity: human dig-
nity, freedom of opinion, freedom of the press, the right to proteggisasility in business
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and mitigation of climate change. But this feeling about Eurofienai be enough to give
people prosperity and jobs. To achieve that, we need to be taking action day to day.

Isn’t it time for the grand vision, for your ten-point plan for Europe?

Merkel: Take a look at the speech | gave at the Rome Tsgatidee. That's where you'll
find my declarations about the EU. But to come back to your musgtalptmor, this is not the
time to be talking about how lovely music is in general and howrallly important the

orchestra is. If the global markets are a concert, we needpiayieg in it. The markets want
to hear some proper music.

Is the United States of Europe part of your vision?

Merkel: My vision is one of political union, because the EU needsrgefits own unique
path. We need to become incrementally closer and closer, in ay @okas. After all, we
keep noticing, with increasing frequency, that the issues whichratanbur neighbours
involve us too. The EU is home affairs.

How do you think that should be reflected in the EU’s institutions and structures?

Merkel: Over a long process, we will transfer more powerh@oCommission, which will
then handle what falls within the European remit like a GovernmeBuadpe. That will

require a strong Parliament. A kind of second chamber, if you likik,b&ithe Council

comprising the heads of government. And finally, the supreme courb&ithe European
Court of Justice. That could be what Europe’s political union looksikke future — some
time in the future, as | say, and after a goodly number of interim stages.



