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Abstract 

Free markets (Laissez-faire) do not necessarily optimize the balance between work and the level of income and 

consumption. In incompletely informed markets, active labor policies can improve the balance between the 

unemployed and job vacancies, as well as income disruptions from uninsured work, increasing employment and 

production. This, in turn, increases the income of factors that are complementary to work: in fact, where work is the 

most important source of income for most individuals, however with political decisions, less weight may also be 

given to other income factors. This is especially true in societies with high wealth inequality, where active policies 

have less political support than passive policies, which increase the lack of earnings per unit of labor against other 

factors of production, or balance higher income from work with low productivity and non-working income. 

Consequently, in a unified and regulated framework, as proposed, and in which the money markets mainly tend 

towards perfection, "passive" labour policies tend to prevail, especially in societies where there is a higher than 

average, social wealth, but also less inequality of income from work. Otherwise, if there are inequalities in workers' 

incomes, in these markets, we need more "active" policies, which will support the production of income by other 

factors complementary to labour. 

Keywords: single regulated framework, labour policies, surveillance, financial products, World Supervisory 

Authority 

1. Introduction 

Τhe institutional and operational role of financial products and how they behave in parallel with the basic regulations 

of the international financial system, as well as, with the other factors (markets, institutions and money) will be 

studied, since there are in the core of the operation of a perspective Global Authority. The major securities and 

investment markets (Dealership and Auction markets) will play an important role, as well as, their functions as a dual 

system, in order to establish a Global Authority with a global framework. Moreover, key institutional arrangements 

for the global system have to be taken under consideration, such as the Basel III/IV proposals and the operation of 

the Sarbanes-Oxley and Dodd-Frank Act in the United States. At the same time, the basic European Directives - 

Financial Services Regulations for the period 2003-2019 (MiFID I/II, MAD, MAR, EMIR) should be analyzed, as 

well as, their relation to the existing frameworks and their participation in market integration (i.e. of the EU). 

Βased on our methodology, the structure of the single framework will be analyzed, essentially, the proposed model of 

consolidated market of financial products. It is important that this structure will address issues such as: (i) 

cross-border joint regulation at geographical levels, products and participants, (ii) market and product market 

supervisors, (iii) institutional and operational procedures and difficulties in issuing directives, regulations and 

national laws, (iv) the concept of "uniform regulation" of the theoretical model of "consolidated" financial products 

(of the 2 Dealership and Auction markets) and the geographical parts) and the resolution of restrictions at national 

level, on the activity of key negotiators and market makers, (v) the uniform application of national legislation to 

conflict-of-laws regulations and the resolution of disputes at national level in the legal handling of bilateral set-off of 

financial transactions; (vi) the technical infrastructure and regulatory oversight parameters: a single global 

supervisory authority and its structure, (vii) the interconnection of products of the organized financial market with 

the bilateral banking (market traders vs dealers) at legislative and technical level and other technological issues, (viii) 
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the levels of multilateral trading market (by products, etc.), relations of participants with regulated markets, (ix) the 

legislative status (through directives, regulations, national legislation) and the role of CRAs; and (x) the SSM and the 

SRB and their collaborations with the supervisory authority. Also, a relevant approach will be given to the 

relationship that the unified framework could have with the products and markets of Islamic law, the perspectives but 

also the legal difficulties. At the same time, the advantages and disadvantages of the participants in the unified 

framework will be presented. 

It is quite necessary that the proposals of national and international economic policies will be studied, analyzed and 

presented, for the implementation of the theoretical model (of the single and regulated market of financial products), 

since its structure, has many factors, such as: (i) Policy areas and roles of stakeholders, (ii) The role of central banks, 

(iii) the role of the state and public administration, related to the activities of financial institutions, (iv) Proposals for 

a consolidated view of the regulatory framework for all products, (v) the role of banking products in the single 

framework and national economic policies; and (vi) analysis of socio-labour policies with their implications, in the 

single regulated framework, of economic integration related to labor issues. The challenges of designing a balanced 

single regulatory framework, along with tackling the Hirshleifer effect (Note 1), also arise because of the dynamics 

of under-regulation and the risk of over-regulation. They will also present critiques and comparisons with the 

international context and issues-theories concerning the operation and effects of already existing similar unified 

frameworks (as counterfactual analysis), i.e. European economic integration, at macroeconomic level and in the 

international distribution of financial risk. The effect of the policies will be presented, with emphasis on important 

conclusions concerning market transparency, liquidity, the social impact on unemployment (especially in the 

financial sector) but also the important role of the human factor (as in all projects) for the implementation of projects 

and the management of individuals, through processes of innovation and technology as well as additional fields of 

research. 

2. Literature and Methodology 

In the literature of the Labor we will refer to the degree of correlation between unemployment and its recovery, 

compared to the efficiency of financial markets. Particularly after the recent crisis, the possibility of expansion and 

the creation of new jobs are affected, due to the lack of available investment funds. There is a view in the 

international literature that the reduction of international liquidity has also played an important role in slowing down 

the recovery of unemployment. We will show, based on the models of the international literature that the degree of 

adjustment and deceleration of unemployment and jobs, depends significantly on the efficiency and the trading 

framework of intermediaries in international financial markets. The relationship between market transparency 

(through regulation) for the financial products in question, in relation to the increase in transaction costs and the 

decrease in liquidity will be studied.  

The transparency of the markets and legislation, for the financial products in question, in relation to the increase of 

transaction costs and the reduction of liquidity, it is also quite important to be considered. The Market abuse, 

under-regulation of markets and products, undermine investor confidence and negatively prejudice the smooth 

functioning of International Markets. Investors will avoid trading in markets whose reputation has been tarnished by 

abusive practices or perceptions that they are uncontrollable and unregulated. As a result, companies' capital costs 

and transaction costs will increase. 

Pagano and Röell (1996) demonstrate the strong correlation between the degree of transparency and the increase in 

transaction costs. In markets where there is more transparency, liquidity increases, due to the reduction of 

opportunities that some traders would have as an advantage over others with less information. They compared the 

process of price formation in different trading systems with different degrees of transparency. 

These trading systems tested (in the Pagano-Röell study cited above) were either dealers markets (bilateral interbank) 

or auction markets (multilateral trading, secondary markets, stock exchanges). They also concluded that greater 

transparency generates lower transaction costs for traders, on average, although this is not necessarily the case for 

certain transaction sizes. In addition, the strategy followed by each trader is an endogenous part and does not affect 

their case. They have not yet answered, as they report (pp 597), the question of whether the above applies to even 

more general and unified markets (at least in a theoretical-mathematical model), that is, to an integrated system of 

markets and products, there are even lower costs. trading and therefore greater liquidity, due to transparency and 

more adequate (due to product consolidation) and equal dissemination of information to traders (using the same 

trading strategy (trading strategy) on these consolidated trading platforms). 

Pagano and Röell's study, which proves that traders' strategy is endogenous and does not affect product price spreads 

and liquidity, was based on a previous study by Glosten-Milgrom (1985), which also proves, but only for fixed 
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command size (pp 590). Easley-O'Hara (1987) had further demonstrated (according to Pagano-Röell) that on average 

for every order size there is an increase in liquidity, due to the transparency and equal information of traders, but in 

the auction market (multilateral trading), secondary) is even higher (pp 593). 

The above study is particularly important in the research achieved with the present dissertation, in order to prove 

additionally (through the specific dissertation) from the work of Pagano-Röell, that in a unified market model (ie 

with both auction market and dealer market), there is an even greater reduction of transaction costs, for the average 

and equally and uniformly informed trader and consequently greater liquidity, through increased transparency. This 

unified model should be described by an institutional framework (products and surveillance rules), and which will be 

implemented through specific international and national policies. 

Regarding the correlation of unemployment with the efficiency of markets (Note 2), [Carrillo-Tudela Carlos, Graber, 

Michael and Wälde, Klaus, 2019] modeled the financial sector as a monopolistically competitive banking-capital 

market sector, among intermediaries involved in the trading system to secure finance capital for businesses. This 

structure resulted in the limitation of financial resources per period, and as a closed form, described the transition of 

unemployment and job vacancies, to their constant prices. Then, they showed that the course of the transition 

depends to a large extent on the degree of wage flexibility [Carrillo-Tudela Carlos et al, 2015]. Therefore, when 

wages are traded successively and continuously in a closed system, their transition path (unemployment, wages) is 

always downward. This means that unemployment and job vacancies are adjusting in opposite directions as observed 

from the data. As they adapted their model to the data of the Great Recession (2008-2012) and its aftermath, they 

found that the lack of improvement in the efficiency of the financial sector, in all intermediate resources 

(intermediaries, traders, liquidity, legislation, products, etc.) played a key role in the slow recovery of the labor 

market. 

Thus, the imperfection of the financial markets, the lack of competition, the closed system of an inaccessible, 

unaffected and not easily regulated financial system, is directly related to the maintenance of unemployment and the 

lack of new jobs, ie essentially in a such a system, there are slow rates of unemployment recovery, especially in the 

financial sector in question. In other words, the imperfect financial markets contribute positively to the increase (or 

maintenance of the increase or even to the slow recovery) of unemployment. 

The concept of an imperfect market in this research is linked to the assumption that in the financial sector, there will 

be an almost monopolistic banking regime. In contrast, having healthy competition in a money market is one of the 

characteristics needed to reach the perfect market, and therefore contributes even to reducing unemployment and 

increasing new jobs. Assuming that the smaller companies in the industry were always looking for external financing 

to finance the creation of new jobs, it is pointed out that several of the larger companies, which while having internal 

capital reserves, appeared discouraged from spending some of them on to finance investments and consequently job 

creation. 

Also, in a recent paper of Petrosky-Nadeau and Wasmer (Note 3) (2013), who extended the work of Wasmer and 

Weil (2004), analyzed the effects of financial markets on unemployment and jobs, using thought-provoking research 

techniques [Shimer, 2005; Mortensen and Nagypal, 2007], emphasizing the role of financial friction in increasing 

cyclical unemployment volatility in response to productivity disturbances. Productivity is directly related to the lack 

of competitiveness or the emergence of monopoly phenomena. They also proved, in essence, that in monopolistic 

non-competitive and therefore imperfect markets, unemployment is moving upwards as well as the lack of 

productivity is moving upwards and vice versa. 

Financial risk-taking is a concern for public policy makers because risk-taking actions create external effects on the 

economy, ie significant costs that are imposed on society as a whole, but which are not budgeted by the individual 

investor or valued by the market. In an economy where there are significant external influences, competitive markets 

become inadequate risk assessment mechanisms and competitive pricing. In this context, the aim of public policy (in 

the sense of regulating financial activity) is to reduce these market failures. In the financial system there are other 

market failures, such as the asymmetry in the disclosure and use of information by financial service providers (banks, 

investment companies) to users of these services (borrowers, investors). 

Another important issue is the proposed separation of the responsibility for monitoring the regulation of these 

products by the respective supervisory authorities. Here we must understand that the Central Banks of the States and 

the respective secondary market regulators will play an important role. This is necessary due to a possible overlap of 

responsibilities, because credit institutions (central banks) will be involved in transactions involving standard 

regulated market products, which will have rules of law. The overlap of responsibilities must be resolved with the 

cooperation of the supervisory authorities and not with segregation and sealing. The creation of joint Supervisory 
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Committees or other mechanisms may be a solution to be considered (which again requires technological 

infrastructure and clearly highly knowledgeable staff for manning). 

It is also inferred from the literature that in market models where there is trading dynamics (in a continuous period of 

time), non-heterogeneous views of the course and the estimated value of the assets by the participants, the 

information provided is given even at different times and its distribution Risk exists in various states of the economy 

but also throughout the time we analyze transactions, then the Hirshleifer phenomenon is reduced and addressed. 

That is, with the early production and increase of information to certain participants, there is no decrease in the value 

of the assets being traded. As long as, there is as much heterogeneity of traders' views as possible, the overall 

supervision and possibly different situations of the economy is taken place. This can theoretically be achieved if we 

connect all the global financial markets, in a regulated context, with different financial products from different 

schools of economics (i.e. Islamic Law) and from different economies (i.e. Islamic and Western economies), where 

there will be barriers by nature for spillover effects. 

Another important conclusion from the literature on unemployment and jobs is that the more imperfect or even more 

specifically, non-competitive (monopolistic) markets are, the more difficult it is to recover from unemployment and 

jobs. However, the broader and more competitive the market environment is, the more favorable the creation of new 

jobs and the rapid reduction of unemployment. 

As important observations from the literature [Mahmassani, SR, 2000 (Note 4)] on Islamic financial law, we mention 

the limitations that Islamic financial institutions face, from their existing regulatory framework inspired by the 

control of Sharia'a (Islamic religious law), especially in matters of business, banking and products as well as lending. 

To address these issues, Islamic banks conduct mudaraba (Note 5) (partnership) transactions in which depositors are 

investors in the bank and the bank acts as an investment manager. Similarly, the bank invests in a partnership with 

borrowers, so the bank is the investor and the borrower is the business manager. 

Also, the financial intermediation partnership model, in Islamic Law, provides a system of share participation, risk 

sharing and shareholding, which is in line with the principles of fraternity and cooperation. It promotes the exchange 

and cooperation between the fund provider (investor) and the fund user (entrepreneur). There are two types of 

partnership transactions: mudaraba, which is described as a direct investment in which the investor provides all the 

funds, and musharaka (Note 6), which is described in the literature as a joint venture in which all parties provide 

capital, and expertise for the business. 

Essentially, the already large number of competent authorities in the states, with different powers, as mentioned, can 

confuse economic operators. A single competent authority has been designated in each state to assume, at the very 

least, the ultimate responsibility for overseeing compliance with the provisions adopted under a single institutional 

framework, as well as for international cooperation. This Global Authority will have an administrative character that 

will guarantee its independence from economic operators and will prevent conflicts of interest. In accordance with 

their national law, States shall ensure that the competent authority is adequately funded. This authority should have 

an appropriate consultation system on possible changes to national legislation, such as an advisory committee 

composed of representatives of issuers, providers and consumers of financial services, in order to be fully informed 

of their views and concerns. 

The efforts of economic interventions in relation to the regulation of the markets are the bet of our days, if and to 

what extent they can interact with each other and reflect their result in the economic reality. Market efficiency and 

price transparency are factors that reflect economic prosperity. Even the involvement of financial institutions in these 

systems must be seen in the light of the fact that their competition will increase and the provision of a higher level of 

services to end customers. The conclusions from our extensive bibliographic research have led us to believe that the 

logic of making specific economic policy decisions must always be in line with the (existing or proposed) 

international market regulatory framework. The overriding task of international financial regulation is to minimize 

the systemic risk arising from the operation of capital and derivatives markets. We also concluded that the regulator 

should prevent the risk of unethical behavior. It is vital to provide protection against the failure of private companies, 

which jeopardizes the efficient functioning of the market as a whole. However, stockbroking companies that make 

bad decisions must be allowed to fail. 

3. Analysis of the Establishment of the Single Global Regulation Framework and Authority 

The creation of a Global Supervisory Authority (GSA) can not fulfill the purpose of its existence, unless 

responsibilities have been assigned to it, which relate to existing national and supranational authorities. Its existence 

is also necessary for the supervision and harmonious operation of a single and regulated market model, for all 
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financial products. The global supervisory authority that will be able to supervise the single product regulatory 

framework is also the answer to the problem of fragmentation of market surveillance. 

Its purpose and objective (GSA) will be the transparency of the single regulatory framework, ie the regulated global 

and multilateral trading market, the effort to approach the perfect market1, the symmetrical knowledge of 

information to all participants in product prices, the low transaction costs, the high liquidity, the creation and 

supervision of trading mechanisms and common ground. A basic operating body is required, ie a Supervisory Board, 

in which it should (in its full composition) include (in addition to its permanent members, representatives from 

international supervisory authorities and international organizations). At the regular representatives of authorities and 

organizations, we will count at least from: ECB, ESMA, EBA, EIOPA, IMF, BCBS, IOSCO, World Bank, SEC. At 

the same time, a group of Committees is required for rapid and targeted decision-making in specific areas. 

It is true, that this Authority can not (if not legislate) at least have a supervisory role in international regulatory 

procedures. In order to do this, a relevant delegation of responsibilities must be made, either by autonomous national 

authorities (eg SEC USA, SCA Dubai Financial Services Authority, etc.) or by existing supranational authorities 

(ESMA, EBA, SRB, ECB, etc.); in matters of course that they already have the authority to supervise. This Authority 

should be assisted by international financial organizations, such as IOSCO, BIS (Basel), IMF, ISF, etc. but also other 

international organizations, such as, ISDA. An important point for the proper and effective operation of the 

super-supervisory authority is the use of resources by national and supranational authorities. Specifically, the 

exchanges of information between them, the access to information systems and databases of the other authorities by 

the GSA, the participation and exchange of staff and executives, the constant communication with the National and 

supranational authorities, the international financial and non-financial organizations, are some of the essential 

elements of using primary sources of information (see below Figure 1). 

An important point for the proper and effective operation of the hyper-supervisory global and surveillance authority 

(GSA) is the use of resources by national and supranational authorities. Specifically, the exchanges of information 

between them, the access to information systems and databases of the other authorities by the PEA, the participation 

and exchange of staff and executives, the constant communication with the National and supranational authorities, 

the international financial and non-financial organizations, are some of the essential elements of using primary 

sources of information.  

The relationship of the GSA with the international, supranational supervisory authorities, the international financial 

and non-financial organizations but also the centers of influence, will be done through joint committees with 

respective representatives, with joint teams at technical level, with memoranda of cooperation (MoUs), with 

multilateral / bilateral meetings, with the adoption of standards by recognized and internationally renowned institutes 

and of course with the International Credit Rating Institutions (CRAs), as the most important external influencing 

factors in the global financial becoming. 

Although credit rating agencies (CRAs) are controlled by the Capital Adequacy and Market Abuse Guidelines, as 

well as a Code of Conduct issued by the International Organization of Supervisors (IOSCO), the European 

Commission considers that their their compliance with the IOSCO Code is not enough. If we consider the enormous 

power of CRAs, who decide the fate of banks, companies, insurance companies, new investment products and the 

states themselves, it becomes clear that both at European level and globally (in due course, by their GSA) regulation, 

is imperative. 

SSM and SRB and their collaborations with the super-supervisory authority will play a special role. These European 

mechanisms, to protect the European financial system, will now be able to use the various instruments of prudential 

supervision and consolidation measures they provide for EU-based credit institutions. Such instruments might are the 

College Resolution, the European College Resolution, the Supervisory Colleges and in general the various groups 

they have formed (Joint Superviosory Teams, Joint Resolution Teams), to inform the GSA, so that it can contribute to 

its supervisory role, more fully and in a timely manner, when it comes to financial risk issues, which are based in the 

EU, but can spread (spillover) to various other areas.  
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Figure 1. Hyper-surveillance Authority (GSA) and its relations with the International Institutions and Authorities 

 

3.1 The Necessity of Market Integration and Creation of a Single Regulatory Model 

The financial markets (FM), like the goods markets, are also more integrated and liberalized in the territories of the 

Member States, rather than in their cross-border relations. The reasons for the different degrees of integration and 

liberalization are essentially related to their monetary and financial structures. Although, the partial release of the FM 

leads to high costs for consumers and producers of financial services, especially in the smaller Member States of a 

monetary union, economists believe that monetary union will ultimately improve FM liberalization. This is because, 

with the release of the FM, the prices of financial goods from different regions are essentially equal (except for 

different transaction costs), while traders in different regions will have access and ability to trade from different 

regions as well opportunity to decide to borrow, invest and hedge. Essentially, the result is increased availability and 

diversification, which lead to the independence of investment decisions and in addition the investment position will 

be able to adjust smoothly and offset the current imbalances. 

At a time when European stock exchanges will be able to gain greater access to a larger number of investors and 

intermediaries and achieve better cost and more efficient clearing and settlement services, thus facilitating the use of 

diversified securities for transactions across the market, we expect this improvement to transfer the concept of trade 

from the "country" level to the "sector" level. 

This potential improvement will also depend a lot on the real opportunities as well as the response of the companies: 

they will want to admit their shares to other organized European markets and see them trading in alternative systems 

at a lower cost; The real impact of MiFID on the average cost of capital in the EU, and therefore market liquidity, is 

also an important factor. It should be emphasized that the structural division of markets is an obstacle to the 

effectiveness of stockbrokers, but it can also act as a bulwark against the widespread manifestation of systemic risk. 

Thus, the effectiveness of MiFID in reducing the effects due to the structural segmentation of the market may be 

borne by the cost of increasing the likelihood of systemic risk. 

We can say that the introduction of MiFID I and II has and will contribute to the reduction of problems at the country 

level, as well as the previous experience from the Investment Services Directive and the Market Abuse Directive, 
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where European investments and the economies of the States -Members were based mainly on the level of the 

"country" and not the "sector". After all, public registrations and funding in the EU today, they apply mainly at 

country level and not across borders. Consequently, the European financial services market is still fragmented, and 

intermediaries (investment firms) are companies with closed administrations and only recently has there been 

mobility of mergers between these companies and the Stock Exchanges, but this is mainly within the Member States 

and not between States. Liquidation and settlement are more fragmented and therefore costly processes. 

3.2 Application of the Theory of Fragmentation of Commands, in the Unified and Regulated Framework: Advantages 

and Disadvantages 

As has traditionally been the case, financial markets perform two functions: they determine the equilibrium value of 

assets and facilitate capital formation (Levine 1991, Bencivenga and Smith 1991). In order to create a favorable 

environment for the performance of these tasks, regulators need to strike a fine balance, in particular with regard to 

the freedom afforded to operators (exchanges and investment companies) financial products (introduction of 

securities for trading, financing, execution of orders and settlement and delivery of securities). In this context, 

microstructure theory research offers some ideas and tools that could help guide regulatory decisions and analyze 

their implications. 

Based on previous lessons on the benefits of differentiated execution methods, recent regulatory projects (MiFID in 

Europe and Command NMS/Reg NMS in the United States) have fueled competition between assignment matching 

service providers. However, the consequences of these regulatory changes (under various empirical studies) have 

been examined regarding the beneficial or adverse effects described in the fundamental foundation articles (Hamilton 

1978, Mendelson 1987, Madhavan 1995, Easley, Kiefer and O'Hara 1996).  

Regarding the positive side, competition between different execution sites has created a dual incentive for 

order-matching service providers: reducing their margins by reducing transaction fees and taxes and making 

additional investments in innovative technologies. This result was what was predicted when MiFID was 

implemented at European level. Regarding the negative side, splitting order flows between different execution sites 

can affect investors' ability to see the overall price-finding process. Indeed, the higher the degree of fragmentation of 

order flows, the more costly it becomes both in terms of time and money to perform monitoring tasks, search for 

counterparties and for better execution of prices and routing of orders, which erodes liquidity. 

European regulations have designed a guarantee to deal with these adverse effects: the principle of "best execution of 

the order" which requires investment service providers to direct their orders to the platform that allows fast execution 

at the best price. We are very far from the famous "Consolidated Tape System" of the USA, which systematically 

reports in real time all the data on the prices of the securities traded on the major stock exchanges and makes the 

comparison of the places of execution free of charge to all investors. 

In the proposed single framework market model, the existence of different venues for orders and therefore 

fragmentation retains its positive points, regardless of whether Auction market or Dealership market products are 

traded in different venues. For example, it is not necessary for secondary market products to be traded only in one 

trading venue. It is possible for exactly the same products to be traded simultaneously in more than one trading 

venues (eg, OTFs, MTFs, Stock Exchanges, etc.). The division of orders should be maintained, but in the proposed 

context, there should: 

a) the supervisory control to be done by the Central Supervisory Authority itself (second level supervision) 

and 

b) have simultaneous access to these products (traded in different venues, through orders), financial 

intermediaries, regardless of their primary (first level) supervisory authority. 

Therefore, we maintain the concept of segmentation of orders and their flows, in the single framework (in the single 

and regulated market), under the above conditions. 

4. Main (Economic) Challenges of the Global Single Regulation Framework 

4.1 Principles and Challenges of the Global Single Regulatory Framework 

The design of an international governance structure for the effective regulation of systemic risk in international 

financial markets, which could maximize the social benefit of open financial markets globally, must be based on 

principles, which in turn will be the foundations for an international financial building. More specifically: 

 A comprehensive knowledge of the social costs of externalizing systemic risk, in particular its 

macroeconomic impact, should be taken into account, 

 The homogeneity of market behavior must be seen as a threat to liquidity, especially in times of high 
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volatility, when there are breaches in international cooperation agreements, 

 In order to strengthen the stabilizing power provided by international cooperation agreements, several 

stages of preparation are required, 

 Because financial markets are now international, policy formulation and implementation must also be 

applied internationally, and 

 International decision-making and standard-setting must be effective in designing effective regulatory 

principles but also responsible for market transparency and the dividing lines of decision-making 

supervisors. They must also be sufficiently legally strong, to the extent that all countries can shoulder the 

responsibility of appropriation, for the standards they adopt. 

There are issues that need to be addressed regarding regulatory changes and challenges, the proposed regulatory 

framework and consequent policies. Policies are needed, in view of the emerging trend (with its pros and cons), of 

consolidating the regulatory framework for financial products. 

(a) The first challenge concerns the distribution of relevant information. For a Financial Group operating across 

borders, the number of supervisors increases. As a result, the information shared with the supervisory authorities is 

slowing down. Also the operational structure of such groups is more complex compared to groups operating at 

national level and therefore the analysis and collection of information is more difficult. The same goes for the 

implementation of their supervision, which becomes more complicated. If such a group has all its credit obligations 

or facilities in a single country, it is difficult for a supervisory authority of another (interested) country to assess the 

risks if it is unable to implement effective supervisory cooperation and exchange of information. 

(b) The second challenge is related to the increase of conflicts of interest. Problems in financial groups can be very 

costly and the final guarantee for financial stability can only be given by the government, given that the government 

has such responsibilities (eg taxation). But in most countries, deposit guarantee schemes can fund solutions to such 

problems when associated with smaller companies. If there is a systemic problem, it is the government that must 

intervene. Especially in the case of cross-border groups, the question remains: to what extent is it desirable and 

tolerable, by the taxpayers of one country, to substantially support the depositors of another country? But also the 

depositors of this second country, to what extent will they want to rely on the future support of the taxpayers of the 

first country? A similar conflict of interest exists in the cases of restructuring of banking groups. 

(c) The third challenge concerns success in joint management and assessment of critical situations. In Europe, there 

is an agreement on the sharing of views and considerations when there are economic crises. That is not enough. In 

the event of a crisis, most countries are more likely to come up with assessments and policies that support their 

national interests. Therefore, the current supervisory framework carries the risk that the outcome and common 

assessments and policies will be very time consuming and time is an important but deficient source in crisis 

management situations. 

(d) The fourth challenge concerns the coordination of decisions between supervisory authorities. For cross-border 

financial groups, where there are several supervisory authorities, ministries of finance and central banks, it is difficult 

to achieve such coordination in a timely manner. Even language differences, as well as differences in legal regimes, 

exacerbate the problem. It also worsens due to interdependencies between countries, because the decisions of a 

supervisory authority of one country can have an impact on several other countries. 

(e) Inadequacies and differences in national insolvency frameworks also create legal uncertainty, barriers to credit 

recovery and barriers to the effective restructuring of viable companies in the EU, including cross-border groups. 

(f) The challenge from the Hirshleifer Effect for the Single Regulatory Framework and how to address it is also an 

important issue. This Hirshleifer phenomenon generally exists mainly in imperfect markets, ie essentially where 

there is no balanced distribution of information and therefore can lead to practical issues of abuse and manipulation. 

In such environments the wealth of transactions of some market participants increases on the one hand, and on the 

other hand does not reduce the value of the assets in question (products, assets) at the trading moment for the other 

market participants (social welfare), when the relevant information will are fully publicizable. 

In imperfect markets, early receipt of information is desirable for all participants (traders, investors, etc., so called 

“Pareto improved”) if they have non-homogeneous views on the future state of the economy from the uniform risk 

distribution (in these situations) and at the same time benefit from the risk distribution over time (ie over the entire 

duration of the transactions). Of course, if the participants have homogeneous views, some will prefer to receive the 

information early, while others will not. Thus, public information has value, even if some market participants will not 

want to trade until the information (products, state of the economy, etc.) is fully available. However, this does not 

reduce the value of assets (as opposed to the Hirshleifer effect), which has been demonstrated by dynamic models 
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(see bibliographic analysis). Therefore, even if we consider the single regulatory framework to be more 

market-oriented, whether participants have homogeneous or non-homogeneous views does not significantly affect 

the value of the assets, given that one of the characteristics of the Single Regulatory Framework is heterogeneity of 

views, markets, financial products and obviously Economic Schools (eg Islamic, Western capitalist, etc.). 

In conclusion, the value of assets in the markets, within our global, unified and regulated model, does not seem to be 

significantly affected by the information received over time about the future state of the global economy and 

financial products (whether participants have homogeneous views, or not), as if we assume that our model is moving. 

Obviously we have considered that it tends towards the perfect market, due to the fairly symmetrical information it 

has, coming from the most effective supervision under the consolidated regulation, of the much lower supplies, due 

to higher competition for services, more participants, differentiated products from different schools, etc). Thus, the 

challenge from the Hirshleifer phenomenon tends to be adequately manageable, as consistent with the characteristics 

of our single-frame model in conjunction with the recent discoveries of dynamic models (2015). 

5. Labour Policies 

5.1 Analysis of Social - Labor Policies and the Effects, in a Single Regulated Framework, of Economic Integration 

The international financial integration and its framework differ from the national frameworks of employment 

policies, with two diametrically opposed reasoning: 

 Its effects on income instability and inequality can make labor policy more necessary and 

attractive: international unrest may require more active redistribution of aid, and the higher rate of return 

offered to wealthy individuals by investing in poorer countries can to increase income inequality 

 However, the labor policies chosen and implemented in parts of integrated and integrated 

economies and markets may be less effective because access to differently regulated markets makes it easier for 

private ombudsmen to avoid so-called mandatory policies. This, however, may not be so problematic in the end, 

especially for "active" policies that increase overall productivity and productivity income. 

Many factors simultaneously affect the labor market and its effects, and not all countries simultaneously show 

cross-diameter correlations between deregulation and poor labor market performance. In Portugal, for example, 

unemployment rose well before the crisis without any change in social and labor policies, which was completely 

different from Germany (see Figures 2 and 3) (Note 7). 

Ultimately, this is not what we expect, i.e. if the transformations were exogenous due to changes in political 

preferences or the political decision-making process. Most likely, deregulation is an endogenous reaction to factors 

that tend to increase unemployment and reduce the growth rate of employment, and these transformations tend to 

strengthen passive labor policies, in response to factors that reduce unemployment and increase employment growth. 

 

 

Figure 2. Labor changes and unemployment in 12-eurozone Europe, pre-crisis 
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Figure 3. Labor changes and unemployment in 12-eurozone Europe, post-crisis 

 

This finding can not be interpreted in terms of a "race-to-bottom" movement of passive labor policies, and is also very 

much tied to the idea that a member state's policy development efforts in a single framework system (ie in a market in 

essence), must follow very specific country convergence policies in a common implementation of effective "active" 

labor policies. Instead, it must be interpreted in terms of a policy-focused approach to international economic 

integration, as the most important factor influencing the common dynamics of socio-labor policies and labor market 

performance (Note 8). 

The consolidated economic view (in a regulated context) has been empirically proven (Note 9) [Bertola, 2016a, 2017], 

to have a direct relationship and impact on the direction and size of international capital flows and the structure of these 

flows in relation with dynamic structural policies, is firmly linked to the redistributive role of labor policies, within 

each of the national political-economic systems (which make up and participate in the whole integrated framework). 

We see essentially an interaction of national labor policies with international capital flows, in a unified global context, 

combined with international economic integration. 

Let’s suppose that in a country that belongs to the unified and regulated framework, a policy is adopted that maximizes 

the wealth of a market participant (eg investment entity, trader, agent, etc.) who belongs to that country, and who earns 

income from work at a rate disproportionate to what it theoretically owes (per capita labor income) of national income. 

Because the higher capital gains of individuals whose incomes increase disproportionately from work, "passive" labor 

policies boost wages and reduce employment, and this is true in countries that are lower than average. Regardless of the 

extent to which structural changes require the implementation of "active" labor policies, labor policies are more 

"passive", as wealth is unequally distributed and individuals base their income on labor income more than capital 

source income (e.g. investments). 

Policies must have a compromise at reasonable levels and policy decisions must be based on well-informed and 

long-term support processes. They belong to the realm of populism, policies that focus on short-term unilateral 

decisions, ignoring the balances in long-term policies (Note 10) [Andersen et al, 2017]. 

Positions of the right policies through constructive dialogues should not include, as a matter of principle, arguments of 

self-interest. They must recognize that there may be conflicts of interest (they are inevitable), but labor policies can be 

integrated over time into a single framework in which labor transformations and transformations (even in combination 

with inflation and financial imbalances, characteristic of the global unified regulatory framework, such as the one 

proposed), can be stabilizing and symmetrical in all periods preceding and following crises. 

Therefore, only if we direct the distributive effects of the economic integration of our framework, through the labor 

policies that each country deems appropriate and applicable to its case, is it possible to protect the whole structure of 

our framework, from the political and economic risk of a permanent reversal of the already well-evolving and existing 
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integration (especially in the European area). 

Finally, the integration of international markets into a regulated framework does not necessarily constitute a 

deregulation of labor markets (to constitute economic policy decisions with a focus on the work environment). 

However, since the creation of a single and regulated framework for money markets may not necessarily (in general) 

increase economic wealth necessarily, it is clearly necessary to support this (implementation of the framework) effort, 

with constructive labor policies, by each governmental authority (national, supranational, European, etc.). 

Summarizing the labor policies for the integrated framework, we would suggest: 

(i)   policy-collective actions that can help increase wealth on average through greater efficiency. 

These policies can correct the failures of the integrated market by addressing financial and 

information problems, which make it difficult for the unemployed to fill vacancies, for the 

employee to finance his or her own job mobility and education, and for private consumption to 

remain stable in cases of labor income disorders. These policies, as "active" policies, are 

essentially those in which governments (national or other supranational authorities), using their 

observation and power, can organize and fund either training programs or job-seeking activities 

(through and their human resource public bodies), in ways that will not only normalize incomes 

across the range of employees (during their working lives), but also increase overall productivity 

and wealth. 

(ii)   policies set by the government policy and program, which could help to allocate resources across 

the range of employees, which differ in terms of how significantly they rely on income from 

work, instead of other sources (eg investment income). These "passive" policies (such as 

minimum wages, collective bargaining, payroll taxes, working time restrictions, etc.) increase per 

unit of income but also reduce employment. To a certain extent, these policies will increase labor 

surplus, but will also reduce output and surplus labor-complementary factors of production. 

Similarly, employment protection arrangements constitute occupational insurance, which is 

valuable to uninsured workers against disruptions to employment income, but also to work travel, 

which is costly for workers. 

5.2 The Dynamics of Sub-regulation and the Risk of Over-Regulation 

On the one hand, the sub-regulation of the markets has as a consequence the creation of a looser legal and restrictive 

market environment, which results in the more attractive treatment and attendance of Funds in these markets. In the 

long run, however, the low potential protection of investors, depositors, taxpayers, etc., from abusive buying practices 

and the lower transparency (which is a consequence of loose legal frameworks), will create cracks of credibility. 

The other side of the "regulatory paradox" (as reported in the literature, Aizenman (2009)), is that after a crisis that 

ends up having unbelievably high costs in the markets, over-regulation and consequent stagnation can be imposed 

("Stagnation"), since the participants who will actually bear the burden of the costs of over-regulation are not 

participants in such decision-making processes. Therefore, an incorrectly planned transition from a under-regulated 

market to an over-regulated market will present liquidity problems, with over-regulation. 

The planning of the transition, in order to avoid the risks of lack of liquidity or transfer of funds to other markets (less 

regulated), must be done gradually. After the harmonization of the relevant regulations in the States, there should be a 

period of time for the new regulatory conditions to mature, before the imposition of new ones. Many parameters need 

to be considered and evaluated, such as: changes in market liquidity over time, growth rate of new financial products, 

participation of the general investment public, control of the transfer of funds (or not) to other markets or back to the 

banking system, growth rate penalties and cases of violation of legislation, SME financing and stimulation of 

entrepreneurship and of course the views of market participants (investors, funds, capital market committees, stock 

exchanges, intermediaries, etc.) must be heard. 

We therefore propose that the Global Supervisory Authority (GSA), which will have a specific regulatory structure, 

supervise and have under its control, the introduction of new regulatory structures in the respective market and to 

express an opinion, taking into account the above parameters. Thus, it will participate in a more substantial way, which 

will alleviate the above doubts, will include the transparency in the information, the increased independence of the 

supervisory body from the political developments, the centralization of the regulatory processes together with the 

increase of their transparency and finally, the adoption of generalized (globally) standards of a set of prudential 

regulations as well as information transparency, imposed by the national supervisory body. 
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5.3 Other Theories Concerning the Creation of the Single Regulation Model of the Financial Products and Markets 

5.3.1 International Risk Sharing, Optimum Currency Area and Financial Integration 

The integrated market (into a regulated framework for financial products) is based on the idea of the open market and 

the elimination of barriers as prerequisites for promoting growth. Economic theory suggests that financial integration 

helps to match savings with global investment and improves the distribution of productive resources and strengthens 

specialization and comparative advantage1 (Krugman's peripheral-core model), [Andrew, Feiock 2010]. 

Its potential strengths include the strengthening of entrepreneurship and innovation, the "imposition" of discipline 

through competition, the development of the financial sector through access to private and government financing, and 

the protection against macro-fluctuations due to the geographical dispersion of portfolios and available liquidity. 

The more open a country is, the greater the potential risks. Capital flows can be large but they can also be variable, 

such as the end of lending (for example, the Chinese economy is reluctant to open an open capital market). 

Integration tends to make the money markets move closer together with the markets of other countries. This is where 

systemic risk comes in. 

However, the high specialization (in financial products) due to the integrated markets, can also make the markets 

more vulnerable. The recent lesson from the global financial crisis has been that financial integration precedes 

legislation and frameworks, even in geographically linked markets and institutions. 

In the research part, the Optimum Currency Area (OCA) was studied as the geographical area, which could maximize 

the economic efficiency, having the whole region a common currency (Note 11) [Mundell, 1961]. Essentially, this 

theory describes the optimal features for merging currencies or creating a new currency and is often used to support 

whether a particular region is ready to be transformed into a monetary union, as the final stage before economic 

integration. OCA theory does not consider economic integration necessary in the early stages, but when smoothing 

out the effects of disruptions and synchronizing business cycles is required. 

However, the International Risk Sharing (IRS) theory began to gain ground especially after the recent crisis, 

especially because it was not part of the market integration process (eg of the European Monetary Union). Of course, 

in the EU before the crisis there were disturbances but not of a financial nature, as well as in the European area there 

was no very good coordination in advance (institutional, technical, economic, etc.), due to limited institutional 

enforcement (not strong uniform and regulated frame). 

We essentially understand that for the "application" of the IRS theory, the unification of the markets (at different 

levels) is a necessary condition. And this, because the IRS requires access to internationally diversified portfolios and 

international markets. According to IRS theory, at the macroeconomic level, the correlation between income and 

domestic consumption is expected to decrease, but also to increase the correlation between income and countries. 

The two theories described above (IRS and OCA) point in the (necessary) direction of a financial market integration, 

in a single context. This will make the necessary complementarity of markets, an element necessary for international 

risk-sharing (IRS theory), and will increase the synchronization of business cycles, as proposed by OCA theory. 

We must emphasize, however, that in reality, the differentiation and the synchronization of the cycles are 

contradictory phenomena. Therefore, financial integration is not a sufficient condition for any of these theories, 

based on empirical studies (Note 12). 

Let’s take the European Integration for example. Prior to 2010, it was considered to be (completion) an achievement 

of the euro. Studying the data and using as indicators the convergence of index prices in the euro area and quantity, 

before and after the crisis (Figure 4) but also the dispersion of corporate and government bond prices, before and 

after the crisis, in the euro area (Figure 5), it is not obvious that market integration was helped by the common 

currency. The ECB also uses other indicators for consolidation, such as the ECB FINTEC indicator for financial 

markets, bond markets, stock markets and banking markets. 
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Figure 4. Composite indicators of financial integration based on prices and quantities: Integration and 

"de-integration" 

 

 

Figure 5. Dispersion of government bonds among Eurozone countries and yields on unfunded corporate bonds: 

Integration and "de-integration" 

 

From a macroeconomic but practical point of view, it is not entirely clear that financial integration always 

contributes to growth, stability and equitable risk sharing. The problem (ie the "disagreement" between theory and 

reality) is probably due to factors such as: financial technical processes, bonds, completion was driven mainly for tax 

reduction purposes, products mispricing, regulatory failures at national level or advantageous sovereign debt 

taxation. 

The Banking Union and the Capital Market Union within the European Monetary Union generally have a resistance 

to financial turmoil. The role of the banking union is to reduce the systemic risks in advance (before the crisis) and in 

the aftermath (after the crisis) to absorb the losses (the resolution fund) and to distribute the losses through a 

shareholder contribution. of banks initially (bail-in). The union of the capital markets has as its role, the 

strengthening of the cross-border transfer of funds instead of debt, but also the improvement of the stability of the 

markets. 

Cross-border risk sharing is the second biggest problem for members of an association using an open economy 

model, and it has been shown that if markets are imperfect, the benefit of accessing any level of risk-sharing is 

greater for those countries that are members of a monetary union and, on the other hand, that even if the markets are 

perfect, the distributed optimal risk is not sufficiently limited (Note 13) [Farhi and Werning, 2017]. Risk sharing is 
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therefore an advance guarantee in some way, in a union-integrated framework, where what is needed is for 

cross-border lending to work properly. 

As a final remark, it could potentially be used as a stabilizer of income in a single framework, ie in response to 

asymmetric disturbances, a kind of "Unemployment Benefit Scheme" for the whole framework, but will encountered 

difficulties in its design, that such national schemes already exist and should be matched with them, have some 

minimum standards, may not receive the appropriate political support in some framework countries, etc. (cf. the 

European scheme European Unemployment Benefit Scheme) (Note 14). 

5.3.2 Counterfactual Analysis 

Attempting with counterfactual analysis (the analysis of counter-examples) to study what the situation of the 

international markets would be without their completion in a single framework, as we have already described, we 

will focus as a counter-example, on the real picture that had the European financial system when it entered its 

integration phase. 

In an integrated and single financial market regulatory framework, the prices of similar assets in different regions are 

assumed to be the same (except for different transaction costs) and participants have access to and trade in financial 

products from as well different areas, as the object of their investment decisions, either for savings or for lending or 

for investment and hedging against risk, and as a consequence there is an increase in the availability but also in the 

diversification of financing. 

The integration of the European money market has been achieved mainly due to the adoption of the single currency 

and the harmonization of financial legislation. As an example we refer to the MiFID Directive (I and II), which 

contributed to European financial integration to the extent that its implementation resulted in the smoothing of 

different transaction costs, especially through more transparent transactions and the freedom of activity of 

intermediaries, but also by improving the level and diversification of funding, due to the elimination of barriers to 

cross-border trade. These asymmetries help consumers of financial services to show a strong "home bias" of their 

financial assets. Home bias means that consumers buy and sell mainly in their domestic financial markets. 

The overall effectiveness of MiFID I and II in reducing the phenomenon of "domestic bias" was based on the fact 

that European producers and consumers (of money products) now have real access to the European Capital Markets 

and a real reduction in transaction costs, enjoying the perfect best execution of the transaction, without any 

compromise in the protection of their interests. In addition, the implementation of MiFID is expected to further 

expand the spread of financial risk in the EU, through the in-depth control of financial intermediaries [Mertzanis, 

2007]. (Note 15) 

Achieving the completion of the European financial market is based not only on eliminating any market 

inefficiencies and failures due to asymmetric information (characteristic of fragmented markets), but also on 

reducing systemic risk (which is an inherent property of markets). However, if financial markets are highly liquid 

and stable (characteristic of consolidated and regulated markets), they will be large and characterized by a wide 

range of participants with different investment objectives and expected expectations that markets will continue to be 

fixed. 

It is increasingly accepted that the degree of "domestic bias" is declining over time, as investors, in as many states as 

possible, hold a growing proportion of their portfolio in foreign financial instruments. Also, the extent to which most 

portfolios are characterized by "domestic bias" is huge and because this bias also reflects malfunctions of financial 

intermediaries, an expansion and harmonization of the structures of these intermediaries will improve the level of 

domestic wealth of traders. 

6. Conclusions and Further Research 

The logic of a truly international single (unified) regulatory framework in all financial products it is far from its final 

and realistic achievement. However, its theoretical existence, as well as, its theoretical advantages, proves that they 

exist and can perform (Note 16) (Panagopoulos et al., pp. 10-11). Whether this theoretical model can be applied in 

practice depends on the mood, views, economic practices and the dominant position in the global financial market of 

the countries of the world. 

Therefore, answering the question posed by the researchers, ie whether and where harmonized international 

regulations and standards are really required and where we can safely leave room for the regulated market, after our 

research finding, it is in the regulatory integration of products within the markets (Western capitalist economies) with 

a specific regulatory framework, implementing through national and/or international policies, as we have argued. 

This regulatory consolidation will take into account possible conflicts of law (ie Hague Convention and Directive 

2002/47 / EC, regarding the elimination of legal obstacles). 
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6.1 Social Impact on Work Issues From the Implementation of the Single Regulatory Framework 

Free markets do not necessarily optimize the balance between work and the level of income and consumption. In 

incompletely informed markets, active labor policies can improve the balance between the unemployed and job 

vacancies, as well as income disruptions from uninsured work, increasing employment and production. This in turn, 

increases the income of factors that are complementary to work: in fact, where work is the most important source of 

income for most individuals, however with political decisions, less weight may also be given to other income factors. 

This is especially true in societies with high wealth inequality, where active policies have less political support than 

passive policies, which increase the lack of earnings per unit of labor against other factors of production, or balance 

higher income from work with low productivity and non-working income. 

Consequently, in a single and regulated context, as proposed, and in which the money markets mainly tend towards 

perfection, "passive" labor policies tend to prevail, especially in societies where there is a higher-than-average, social 

wealth, but also less inequality of income from work. Otherwise, if there are inequalities in workers' incomes in these 

markets, we need more "active" policies that will support the production of income by other factors complementary 

to labor. 

It is the responsibility of each government (or other supranational) authority to implement labor policies, even if we 

have a comprehensive and unified framework for regulated money markets. Combining the smooth functioning of 

markets with the right mix of labor policies will increase workers' incomes (especially in the money / industry), 

reduce unemployment and increase employment. 

In the absence of a single global market integration, the effects of an economic crisis that will hit a country, will 

require the immediate adoption of active employment policies (not always desired by society as a whole) which can 

of course be offset by actions by national actors and temporarily relieve employees. Therefore, in this case it is 

necessary to take measures, with a more "employment" character. 

On the other hand, if a global, unified and regulated market environment is in place, with fairly equitable information 

and almost perfect markets, this can lead to a kind of job complacency in member states, as there will be a high level 

of income (especially in the financial sector) mainly from work. In these cases, governments could implement some 

passive employment policies, which would ensure workers' incomes, achieve a fairer redistribution, but also shift 

some of its sources of production to others factors of production (eg investment income). Therefore, in this case it is 

necessary to adopt labor policies, focusing on a more "investment" character. 

6.2 Summary and Results of Policies and Fields of Further Research 
The efforts of economic interventions in relation to the regulation of the markets are the bet of our days, if and to 

what extent they can interact with each other and reflect their result in the economic reality. Market efficiency and 

price transparency are factors that reflect economic prosperity. Even the involvement of financial institutions in these 

systems must be seen in the light of the fact that their competition will increase and the provision of a higher level of 

services to end customers. The conclusions from the elaboration of our dissertation led us to adopt the notion that the 

logic of making specific economic policy decisions must always be in line with the international market 

environment. 

The overriding task of international financial regulation is to minimize the systemic risk arising from the operation of 

capital and derivatives markets. At the same time, the regulator must prevent the risk of unethical behavior. It is vital 

to provide protection against the failure of private companies, which jeopardizes the efficient functioning of the 

market as a whole. However, stockbroking companies that make bad decisions must be allowed to fail. 

The main task of international financial regulation is to minimize the systemic risk arising from the operation of 

capital and derivatives markets. At the same time, the regulator must prevent the risk of unethical behavior. It is vital 

to provide protection against the failure of private companies, which jeopardizes the efficient functioning of the 

market as a whole. However, stockbroking companies that make bad decisions must be allowed to fail. 

Strong political support for the supervisory authorities' efforts is crucial if we are to ensure an effective 

communication network between the supervisory authorities of the European Union and other international 

supervisory centers. This network must adopt innovative means of communication to address cooperation between 

the supervisory authorities of the home Member State and the host country and to strengthen a common supervisory 

culture. The next implications of the political developments in European economic affairs is another area, which 

needs further research. 

The important procedures of the Global Supervisory Authority (GSA), in terms of harmonization of law (EU 

Directives and Regulations, US legislation) but also of the standards, recommendations and consultations (BIS, IMF, 

FSB, ISDA, etc.), the relevant approvals or consents it will receive, the consultations with market participants, the 
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integration of new financial products into the whole integrated framework and in general the way of managing the 

responsibility, the smooth operation of the single framework, are definitely areas for further research. 
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