
want more robust supervision by
governments themselves: the 26
should be ready to name and shame lax
members, to suspend and even to expel
laggards.

A good thing too, one might think.
Governments have tiptoed around one
another for too long – it is time that they
got on with the unpleasant business of
scrutinising each other. 

Yet there can be such a thing as too
much transparency.

The old Schengen system of trust-as-

Be wary of plans to 
monitor how member
states patrol their borders,
writes Roderick Parkes

ignorance may well have lent itself to
cheating and shoddy implementation.
And any new system of trust-as-
assurance would run on wholesome
values such as scrutiny, accuracy and
openness. But things are not that
simple.

According to students of trust, those
who champion an uncompromising
diet of transparency and scrutiny are
usually those who have developed the
strongest sense of their own 
rightness and of others’ inherent

dishonesty. That is the only reason 
they put up with a system that 
exposes them to invasive scrutiny.

If that is so, then the control and
supervision structures in such systems
are motivated by a desire not to 
re-establish trust, but, rather, to
exercise mistrust. And, robbed of any
co-operative spirit, such structures
cannot work: they simply make
laggards feel that cheating is what is
expected of them.

Schengen’s current system of trust-
as-ignorance may rely on all sorts of
naughty principles – obfuscation,
inaccuracy and untruth – but so do
plenty of well-functioning societies.
Polite obfuscation and minding one’s
own business involve a genuine desire
for trust. Turning a blind eye to others’
behaviour encourages everyone to keep
to the spirit of the rules. 

Aggressive Schengen reforms would
be rather akin to rifling through the
dustbins at a gentleman’s club. The
increased scrutiny would identify some
deficiencies, but it would also put an
end to co-operation.

What course of action should be
taken, then, by mild-mannered
Schengen states like Luxembourg or
Belgium worried about lax south-
eastern partners on the one hand and
aggressively suspicious neighbours on
the other? 

The advice is simple. Governments
that receive a positive Schengen
evaluation should actively publicise the
results. That would bring transparency
in a non-invasive manner, and it would
also highlight others’ room for
improvement.

There are many such means of putting
pressure on laggards without ruining
the co-operative spirit of relations in
pursuit of an over-zealous for
transparency. Obfuscation, inaccuracy
and untruth do have some value.

A
s in so many areas of
European co-operation,
the EU’s passport-free
travel area is suffering
from a chronic lack of

trust between its members. None of the
Schengen zone’s 26 members quite
knows what the others are up to. And
for once, they actually care.

A toxic cocktail of poor asylum 
rules in Greece, concerns about
corruption in two Schengen
candidates, Bulgaria and Romania, and
fear of further arrivals from countries
of the Arab Spring mean that
governments will not ignore the 
weak links.

The sudden urge to monitor one
another marks the end of a remarkably
successful era of European co-
operation: member states acting
together while assiduously minding
their own business.

True, to offset the lifting of border
controls, the 26 have adopted a
common set of rules. Yet, when
checking each other’s implementation,
governments have tended to turn a
blind eye to failings and given their
partners time to improve.

That set-up is now under review.
Strong, independent oversight is the
order of the day. The European
Commission has proposed taking over
and boosting the existing supervision
powers. EU security agencies would
gain a stronger role in analysing
members’ defences.

Yet there are dissenting voices – and
they come not just from politicians
nervous about interference, but also
from those who believe the proposals
do not go nearly far enough.

Instead of seeing power shift 
to the spineless Commission, they 

The audacity of green growth

The very notion of ‘green growth’
heralds a more pragmatic narrative 
that is less about starry-eyed
environmentalism and more about
enlightened self-interest. All this matters
to austerity Europe – and, as the current
holder of the rotating presidency of the
Council of Ministers, Denmark now has
a unique opportunity to push a green
growth agenda. 

The financial crisis has
demonstrated the need to have
incentives that reward sustainable,
long-term investment into the real
economy over short-term speculative
investments. The EU’s on-going
financial reforms offer an
unprecedented opportunity to tackle
those aspects of the financial system
that penalise green investments
disproportionately and reward dirty
investments that destroy economic
value over their lifetime.

Here are some ways in which the EU
could unleash the markets to
encourage green investment: 

The EU has introduced legislation 
on compensation in the financial
sector, to reduce risk-taking and short-

termism. It could further reform
compensation, by aligning the
incentives of actors in the financial
system to longer-term outcomes. This
would significantly increase the relative
attractiveness of green investments,
since these look more attractive over
time as savings from low operating
costs add up. 

It could introduce a directive
mandating fund managers and banks
to conduct and disclose stress tests that
measure the financial impact of higher
carbon prices on portfolios. This would
address currently under-priced carbon
risks and make going green more
prudent.

The European Parliament could
amend the capital requirements
directive, so that less capital would
need to be set aside against
investments that pose less of a climate
risk or that are less exposed to climate
risks. This would encourage green
investment.

The Commission should extend the
ban on incandescent bulbs to similar
products for which more efficient but
still affordable alternatives are
available. This would reduce emissions
and produce significant savings. 

It could boost demand for green
goods and services by obliging 
all white goods to carry labels showing
their lifetime operating costs and 

by introducing greener public-
procurement guidelines.

Member states could follow
Germany’s example by introducing
environmental tax reforms, which
compensate for higher costs to
businesses and taxpayers by lowering
employment taxes and returning
money to taxpayers. In Germany, this
created jobs and encouraged green
growth. 

The European Investment Bank
(EIB) could be made into a de facto
Green Investment Bank. Increasing the
EIB’s lending capacity would provide
public-sector support to green
investments without the need for
subsidies.

Inviting oil-driven sovereign-wealth
funds to diversify their risks by funding
green investments in the EU should be
a top priority for EU diplomats.

Central banks manage the
expectations of interest rates, helping
investors to plan. The Commission
could do likewise, by issuing guidelines
for the future price of carbon based on
policy intentions and emissions-
reduction targets. 

Taken together these measures
would reduce Europe’s energy import
bill, develop a promising export
industry, tackle climate change and –
most of all – help us grow our way out
of trouble.

C
an green growth shake
Europe out of its economic
stagnation? At face value,
Denmark is not the most
obvious candidate to answer

this question. The UN climate summit
that Copenhagen hosted in 2009 was
supposed to herald a new era of
international responsibility; instead, it
has become a byword for discord
between a declining West and
emerging economies.

Most governments would have lain
low for a while before seeking to lead
the way internationally. But,
undaunted, Denmark’s climate policies
are nothing if not ambitious. It has, for
example, doubled its carbon-emissions
reduction target for 2020 (from 20%
to 40%). Most notably, Copenhagen is
seeking ways to stimulate innovation
and to make green investments
attractive for companies across the
globe. Last October, together with
South Korea and Mexico, Denmark
launched a Global Green Growth
Forum to have bottom-up ideas from
corporate and research actors marry
with top-down government initiatives.

Roderick Parkes is the head of the Brussels 
office of the German Institute for International
and Security Affairs (SWP).

Sony Kapoor is managing director of Re-Define, a
think-tank, and Fabrizio Tassinari is head of foreign
policy and EU studies at the Danish Institute for 
International Studies in Copenhagen. 

Sony Kapoor and Fabrizio Tassinari suggest ways that
the EU could unleash the animal spirits of the markets to
trigger self-financing green investments

A lack of transparency has some virtues
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